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The  book  when  sent  out  contains  the  law 
rulings  in  force  at  the  time  of  subscription. 

2.  It  is  kept  up  to  date  by  the  insertion  of  new  pages 
as  often  as  new  rulings,  regulations  or  decisions  appear. 

3.  New  pages  are  sent  out  under  first-class  poi 
accompanied  by  instructions  for  proper  insertion. 

4.  AH  pages  are  numbered  consecutively  at  the  bo 
tom;  all  paragraphs  are  numbered  consecutively  in  bold 
figures  on  the  margin. 

5.  On  the  margin  of  new  pages  in  small  type  are  back 
references  to  preceding  paragraphs.  Corresponding  for- 
ward references  to  the  new  paragraph  numbers  should 
be  made  each  time  new  pages  are  received,  thus  making 
the  book  fully  cross  referenced  at  all  times. 

6.  The  contents  of  this  book  are  arranged  in  several 
units  (see  page  2).  Each  unit  is  in  effect  a complete 
service  of  itself.  New  pages  are  inserted  at  the  end  of 
each  part. 

7.  The  pages  and  paragraphs  within  each  unit  are 
numbered  consecutively.  If,  when  new  pages  are 
ceived,  corresponding  intermediate  pages  are  found  to 
missing,  notice  thereof  should  be  sent  us  at  once, 
we  may  forward  duplicates. 
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WAR-PROFITS  AND  EXCESS- 
PROFITS  TAX. 

BEING  TITLE  III  OF  THE  REVENUE  ACT  OF  1918. 


[The  captions  and  other  matters  in  [brackets]  are  ours.] 


Be  it  enacted  by  the  Senate  and  House  of  Representatives  of 
the  United  States  of  America  in  Congress  assembled, 

TITLE  III.— WAR-PROFITS  AND  EXCESS-PROFITS  TAX 
PART  I. — General  Definitions. 

Sec.  300  [of  the  Revenue  Act  of  1918  of  which  this  Title  is  a 
part].  That  when  used  in  this  title  the  terms  [see  definitions 
below]  “taxable  year,”  “fiscal  year,”  “personal  service  corpora- 
tion,” “paid  or  accrued,”  and  “dividends”  shall  have  the  same 
meaning  as  provided  for  the  purposes  of  income  tax  in  sections 
200  and  201.  The  first  taxable  year  for  the  purposes  of  this  title 
shall  be  the  same  as  the  first  taxable  year  for  the  purposes  of  the 
income  tax  under  Title  II. 

[Definitions  of  terms  extracted  from  Title  II.] 
[“Taxable  year”  and  “Fiscal  year”.] 

The  term  “taxable  year”  means  the  calendar  year,  or  the  fiscal 
year  ending  during  such  calendar  year,  upon  the  basis  of  which 
the  net  income  is  computed  under  section  212  or  section  232.  The 
term  “fiscal  year”  means  an  accounting  period  of  twelve  months 
ending  on  the  last  day  of  any  month  other  than  December.  The 
first  taxable  year,  to  be  called  the  taxable  year  1918,  shall  be 
the  calendar  year  1918  or  any  fiscal  year  ending  during  the 
calendar  year  1918 ; 

[“Personal  Service  Corporation”.] 

The  term  “personal  service  corporation”  means  a corporation 
whose  income  is  to  be  ascribed  primarily  to  the  activities  of  the 
principal  owners  or  stockholders  who  are  themselves  regularly 
engaged  in  the  active  conduct  of  the  affairs  of  the  corporation 
and  in  which  capital  (whether  invested  or  borrowed)  is  not  a 
material  income-producing  factor;  but  does  not  include  any  for- 
eign corporation,  nor  any  corporation  50  per  centum  or  more 
of  whose  gross  income  consists  either  (1)  of  gains,  profits  or 
income  derived  from  trading  as  a principal,  or  (2)  of  gains, 
profits,  commissions,  or  other  income,  derived  from  a Govern- 
ment contract  or  contracts  made  between  April  6,  1917,  and 
November  11,  1918,  both  dates  inclusive; 
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[“Government  Contracts.”] 

The  . term  “Government  contract”  means  (a)  a contract 
made  with  the  United  States,  or  with  any  department,  bureau, 
officer,  commission,  board,  or  agency,  under  the  United  States 
and  acting  in  its  behalf,  or  with  any  agency  controlled  by  any 
of  the  above  if  the  contract  is  for  the  benefit  of  the  United  States, 
or  (b)  a subcontract  made  with  a contractor  performing  such  a 
contract  if  the  products  or  services  to  be  furnished  under  the 
subcontract  are  for  the  benefit  of  the  United  States.  The  term 
“Government  contract  or  contracts  made  between  April  6,  1917, 
and  November  11,  1918,  both  dates  inclusive”  when  applied  to 
a contract  of  the  kind  referred  to  in  clause  (a)  of  this  paragraph, 
includes  all  such  contracts  which,  although  entered  into  during 
such  period,  were  originally  not  enforceable,  but  which  have  been 
or  may  become  enforceable  by  reason  of  subsequent  validation 
in  pursuance  of  law; 


[“Paid  or  incurred”  and  “Paid  or  accrued”.] 

The  term  “paid,”  for  the  purposes  of  the  deductions  and  credits 
under  this  title,  means  “paid  or  accrued”  or  “paid  or  incurred,” 
and  the  terms  “paid  or  incurred”  and  “paid  or  accrued”  shall  be 
construed  according  to  the  method  of  accounting  upon  the  basis 
of  which  the  net  income  is  computed  under  section  212. 


[Dividends.] 

Sec.  201.  (a)  That  the  term  “dividend”  when  used  in  this  title 
(except  in  paragraph  (10)  of  subdivision  (a)  of  section  234) 
means  (1)  any  distribution  made  by  a corporation,  other  than 
a personal  service  corporation,  to  its  shareholders  or  members, 
whether  in  cash  or  in  other  property  or  in  stock  of  the  corpo- 
ration, out  of  its  earnings  or  profits  accumulated  since  Febru- 
ary 28,  1913,  or  (2)  any  such  distribution  made  by  a personal 
service  corporation  out  of  its  earnings  or  profits  accumulated 
since  February  28,  1913,  and  prior  to  January  1,  1918. 

(b)  Any  distribution  shall  be  deemed  to  have  been  made  from 
earnings  or  profits  unless  all  earnings  and  profits  have  first  been 
distributed.  Any  distribution  made  in  the  year  1918  or  any 
year  thereafter  shall  be  deemed  to  have  been  made  from  earnings 
or  profits  accumulated  since  February  28,  1913,  or,  in  the  case 
of  a personal  service  corporation,  from  the  most  recently  accu- 
mulated earnings  or  profits ; but  any  earnings  or  profits  accu- 
mulated prior  to  March  1,  1913,  may  be  distributed  in  stock  divi- 
dends or  otherwise,  exempt  from  the  tax,  after  the  earnings  and 
profits  accumulated  since  February  28,  1913,  have  been  dis- 
tributed. 

(c)  A dividend  paid  in  stock  of  the  corporation  shall  be  con- 
sidered income  to  the  amount  of  the  earnings  or  profits  dis- 
tributed. Amounts  distributed  in  the  liquidation  of  a corporation 
shall  be  treated  as  payments  in  exchange  for  stock  or  shares, 
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and  any  gain  or  profit  realized  thereby  shall  be  taxed  to  the 
distributee  as  other  gains  or  profits. 

(d)  If  any  stock  dividend  (1)  is  received  by  a taxpayer  be- 
tween January  1 and  November  1,  1918,  both  dates  inclusive,  or 
(2)  is  during  such  period  bona  fide  authorized  or  declared,  and 
entered  on  the  books  of  the  corporation,  and  is  received  by  a 
taxpayer  after  November  1,  1918,  and  before  the  expiration  of 
thirty  days  after  passage  of  this  Act,  then  such  dividend  shall, 
in  the  manner  provided  in  section  206,  be  taxed  to  the  recipient 
at  the  rates  prescribed  by  law  for  the  years  in  which  the  corpora- 
tion accumulated  the  earnings  or  profits  from  which  such  divi- 
dend was  paid,  but  the  dividend  shall  be  deemed  to  have  been 
paid  from  the  most  recently  accumulated  earnings  or  profits. 

(e)  Any  distribution  made  during  the  first  sixty  days  of  any 
taxable  year  shall  be  deemed  to  have  been  made  from  earnings 
or  profits  accumulated  during  preceding  taxable  years;  but  any 
distribution  made  during  the  remainder  of  the  taxable  year  shall 
be  deemed  to  have  been  made  from  earnings  or  profits  accumu- 
lated between  the  close  of  the  preceding  taxable  year  and  the 
date  of  distribution,  to  the  extent  of  such  earnings  or  profits, 
and  if  the  books  of  the  corporation  do  not  show  the  amount  of 
such  earnings  or  profits,  the  earnings  or  profits  for  the  account- 
ing period  within  which  the  distribution  was  made  shall  be 
deemed  to  have  been  accumulated  ratably  during  such  period. 


PART  II. — Imposition  of  Tax. 

Sec.  301.  (a)  That  in  lieu  of  the  tax  imposed  by  Title  II 
of  the  Revenue  Act  of  1917,  but  in  addition  to  the  other  taxes 
imposed  by  this  Act,  there  shall  be  levied,  collected,  and  paid 
for  the  taxable  year  1918  upon  the  net  income  of  every  corpo- 
ration a tax  equal  to  the  sum  of  the  following: 


First  Bracket. 

30  per  centum  of  the  amount  of  the  net  income  in  excess  of  the 
excess-profits  credit  (determined  under  section  312)  and  not  in 
excess  of  20  per  centum  of  the  invested  capital ; 

Second  Bracket. 

65  per  centum  of  the  amount  of  the  net  income  in  excess  of  20 
per  centum  of  the  invested  capital ; 

Third  Bracket. 

The  sum,  if  any,  by  which  80  per  centum  of  the  amount  of 
the  net  income  in  excess  of  the  war-profits  credit  (determined 
under  section  311)  exceeds  the  amount  of  the  tax  computed  under 
the  first  and  second  brackets. 

(b)  For  the  taxable  year  1919  and  each  taxable  year  thereafter 
there  shall  be  levied,  collected,  and  paid  upon  the  net  income 
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of  every  corporation  (except  corporations  taxable  under  subdi- 
vision (c)  of  this  section)  a tax  equal  to  the  sum  of  the  following: 

First  Bracket. 

615  20  per  centum  of  the  amount  of  the  net  income  in  excess  of 

the  excess-profits  credit  (determined  under  section  312)  and  not 
in  excess  of  20  per  centum  of  the  invested  capital ; 

Second  Bracket. 

516  40  per  centum  of  the  amount  of  the  net  income  in  excess  of  20 

per  centum  of  the  invested  capital. 

617  (c)  For  the  taxable  year  1919  and  each  taxable  year  thereafter 
there  shall  be  levied,  collected,  and  paid  upon  the  net  income  of 
every  corporation  which  derives  in  such  year  a net  income  of 
more  than  $10,000  from  any  Government  contract  or  contracts 
made  between  April  6,  1917,  and  November  11,  1918,  both  dates 
inclusive,  a tax  equal  to  the  sum  of  the  following: 

618  (1)  Such  a portion  of  a tax  computed  at  the  rates  specified  in 
subdivision  (a)  as  the  part  of  the  net  income  attributable  to 
such  Government  contract  or  contracts  bears  to  the  entire  net 
income.  In  computing  such  tax  the  excess-profits  credit  and  the 
war-profits  credit  applicable  to  the  taxable  year  shall  be  used ; 

619  (2)  Such  a portion  of  a tax  computed  at  the  rates  specified  in 
subdivision  (b)  as  the  part  of  the  net  income  not  attributable  to 
such  Government  contract  or  contracts  bears  to  the  entire  net 
income. 

620  For  the  purpose  of  determining  the  part  of  the  net  income 
attributable  to  such  Government  contract  or  contracts,  the  proper 
apportionment  and  allocation  of  the  deductions  with  respect  to 
gross  income  derived  from  such  Government  contract  or  contracts 
and  from  other  sources,  respectively,  shall  be  determined  under 
rules  and  regulations  prescribed  by  the  Commissioner  with  the 
approval  of  the  Secretary. 

621  (d)  In  any  case  where  the  full  amount  of  the  excess-profits 
credit  is  not  allowed  under  the  first  bracket  of  subdivision  (a) 
or  (b),  by  reason  of  the  fact  that  such  credit  is  in  excess  of  20 
per  centum  of  the  invested  capital,  the  part  not  so  allowed  shall 
be  deducted  from  the  amount  in  the  second  bracket. 

522  (e)  For  the  purposes  of  the  Act  approved  March  21,  1918, 
entitled  “An  Act  to  provide  for  the  operation  of  transportation 
systems  while  under  Federal  control,  for  the  just  compensation 
of  their  owners,  and  for  other  purposes,”  the  tax  imposed  by 
this  title  shall  be  treated  as  levied  by  an  Act  in  amendment  of 
Title  II  of  the  Revenue  Act  of  1917. 

[Maximum  Tax  Limitation.] 

523  Sec.  302.  That  the  tax  imposed  by  subdivision  (a)  of  section 
301  shall  in  no  case  be  more  than  30  per  centum  of  the  amount 
of  the  net  income  in  excess  of  $3,000  and  not  in  excess  of  $20,000, 
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plus  80  per  centum  of  the  amount  of  the  net  income  in  excess 
of  $20,000;  the  tax  imposed  by  subdivision  (b)  of  section  301 
shall  in  no  case  be  more  than  20  per  centum  of  the  amount  of 
the  net  income  in  excess  of  $3,000  and  not  in  excess  of  $20,000, 
plus  40  per  centum  of  the  amount  of  the  net  income  in  excess 
of  $20,000;  and  the  above  limitations  shall  apply  to  the  taxes 
computed  under  subdivisions  (a)  and  (b)  of  section  301,  respec- 
tively, when  used  in  subdivision  (c)  of  that  section.  Nothing 
in  this  section  shall  be  construed  in  such  manner  as  to  increase 
the  tax  imposed  by  section  301. 


[Partial  Personal  Service  Corporations.] 

Sec.  303.  That  if  part  of  the  net  income  of  a corporation  is 
derived  (1)  from  a trade  or  business  (or  a branch  of  a trade 
or  business)  in  which  the  employment  of  capital  is  necessary, 
and  (2)  a part  (constituting  not  less  than  30  per  centum  of  its 
total  net  income)  is  derived  from  a separate  trade  or  business  (or 
a distinctly  separate  branch  of  the  trade  or  business)  which  if 
constituting  the  sole  trade  or  business  would  bring  it  within  the 
class  of  “personal  service  corporations  [fl  502]“,  then  (under 
regulations  prescribed  by  the  Commissioner  with  the  approval 
of  the  Secretary)  the  tax  upon  the  first  part  of  such  net  income 
shall  be  separately  computed  (allowing  in  such  computation  only 
the  same  proportionate  part  of  the  credits  authorized  in  sections 
311  and  312),  and  the  tax  upon  the  second  part  shall  be  the  same 
percentage  thereof  as  the  tax  so  computed  upon  the  first  part  is 
of  such  first  part:  Provided,  That  the  tax  upon  such  second  part 
shall  in  no  case  be  less  than  20  per  centum  thereof,  unless  the 
tax  upon  the  entire  net  income,  if  computed  without  benefit  of 
this  section,  would  constitute  less  than  20  per  centum  of  such 
entire  net  income,  in  which  event  the  tax  shall  be  determined 
upon  the  entire  net  income,  without  reference  to  this  section, 
as  other  taxes  are  determined  under  this  title.  The  total  tax 
computed  under  this  section  shall  be  subject  to  the  limitations 
provided  in  section  302. 


[Exempt  Corporations.] 

Sec.  304.  (a)  That  the  corporations  enumerated  in  section  231 
[for  exempt  corporations  read  at  ^[3050  under  “Capital  Stock  Tax”] 
shall,  to  the  extent  that  they  are  exempt  from  income  tax  under 
Title  II,  be  exempt  from  taxation  under  this  title. 

(b)  Any  corporation  whose  net  income  for  the  taxable  year  is 
less  than  $3,000  shall  be  exempt  from  taxation  under  this  title. 

(c)  In  the  case  of  any  corporation  engaged  in  the  mining 
of  gold,  the  portion  of  the  net  income  derived  from  the  mining 
of  gold  shall  be  exempt  from  the  tax  imposed  by  this  title,  and 
the  tax  on  the  remaining  portion  of  the  net  income  shall  be 
the  proportion  of  a tax  computed  without  the  benefit  of  this  sub- 
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division  which  such  remaining  portion  of  the  net  income  bears 
to  the  entire  net  income.  . * . 


[Specific  Exemption  in  relation  to  tax  for  less  than  12  months.] 

Sec.  305.  That  if  a tax  is  computed  under  this  title  for  a 
period  of  less  than  twelve  months,  the  specific  exemption  of 
$3,000,  wherever  referred  to  in  this  title,  £hall  be  reduced  to 
an  amount  which  is  the  same  proportion  of  $3,000  as  the  number 
of  months  in  the  period  is  of  twelve  months. 


PART  III.— Credits. 

Sec.  310.  That  as  used  in  this  title  the  term  “prewar  period” 
means  the  calendar  years  1911,  1912,  and  1913,  or,  if  a corpora- 
tion was  not  in  existence  during  the  whole  of  such  period,  then  as 
many  of  such  years  during  the  whole  of  which  the  corporation 
was  in  existence. 


[The  War-Profits  Credit.] 

Sec.  311.  (a)  That  the  war-profits  credit  shall  consist  of  the 
sum  of : 

(1)  A specific  exemption  of  $3,000;  and 

(2)  An  amount  equal  to  the  average  net  income  of  the  corpo- 
ration for  the  prewar  period,  plus  or  minus,  as  the  case  may 
be,  10  per  centum  of  the  difference  between  the  average  invested 
capital  for  the  prewar  period  and  the  invested  capital  for  the 
taxable  year.  If  the  tax  is  computed  for  a period  of  less  than 
twelve  months  such  amount  shall  be  reduced  to  the  same  pro- 
portion thereof  as  the  number  of  months  in  the  period  is  of 
twelve  months. 


[No  income  for  the  prewar  period.] 

(b)  If  the  corporation  had  no  net  income  for  the  prewar  period, 
or  if  the  amount  computed  under  paragraph  (2)  of  subdivision 
(a)  is  less  than  10  per  centum  of  its  invested  capital  for  the 
taxable  year,  then  the  war-profits  credit  shall  be  the  sum  of : 

(1)  A specific  exemption  of  $3,000;  and 

(2)  An  amount  equal  to  10  per  centum  of  the  invested  capital 
for  the  taxable  year. 

[Not  in  existence  in  Prewar  Period.] 

(c)  If  the  corporation  was  not  in  existence  during  the  whole 
of  at  least  one  calendar  year  during  the  prewar  period,  then,  ex- 
cept as  provided  in  subdivision  (d),  the  war-profits  credit  shall 
be  the  sum  of : 
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537  (1)  A specific  exemption  of  $3,000;  and 

538  (2)  An  amount  equal  to  the  same  percentage  of  the  invested 
capital  of  the  taxpayer  for  the  taxable  year  as  the  average  per- 
centage of  ret  income  to  invested  capital,  for  the  prewar  period, 
of  corporations  engaged  in  a trade  or  business  of  the  same  gen- 
eral class  as  that  conducted  by  the  taxpayer;  but  such  amount 
shall  in  no  case  be  less  than  10  per  centum  of  the  invested  capital 
of  the  taxpayer  for  the  taxable  year.  Such  average  percentage 
shall  be  determined  by  the  Commissioner  on  the  basis  of  data 
contained  in  returns  made  under  Title  II  of  the  Revenue  Act  of 

1917,  and  the  average  known  as  the  median  shall  be  used.  If 
such  average  percentage  has  not  been  determined  and  published 
at  least  30  days  prior  to  the  time  when  the  return  of  the  taxpayer 
is  due,  then  for  purposes  of  such  return  10  per  centum  shall  be 
used  in  lieu  thereof ; but  such  average  percentage  when  deter- 
mined shall  be  used  for  the  purposes  of  section  250  [payment 
of  the  tax]  in  determining  the  correct  amount  of  the  tax. 

539  (d)  The  war-profits  credit  shall  be  determined  in  the  manner 
provided  in  subdivision  (b)  instead  of  in  the  manner  provided  in 
subdivision  (c),  in  the  case  of  any  corporation  which  was  not  in 
existence  during  the  whole  of  at  least  one  calendar  year  during 
the  prewar  period,  if  (1)  a majority  of  its  stock  at  any  time  dur- 
ing the  taxable  year  is  owned  or  controlled,  directly  or  indi- 
rectly, by  a corporation  which  was  in  existence  during  the  whole 
of  at  least  one  calendar  year  during  the  prewar  period,  or  if  ;2) 
50  per  centum  or  more  of  its  gross  income  (as  computed  under 
section  233  for  income  tax  purposes)  consists  of  gains,  profits, 
commissions,  or  other  income,  derived  from  a government  con- 
tract or  contracts  made  between  April  6,  1917,  and  November  11, 

1918,  both  dates  inclusive. 

640  (e)  A foreign  corporation  shall  not  be  entitled  to  a specific 
exemption  of  $3,000. 

[The  Excess-Profits  Credit.] 

641  See.  312.  That  the  excess-profits  credit  shall  consist  of  a 
specific  exemption  of  $3,000  plus  an  amount  equal  to  8 per 
centum  of  the  invested  capital  for  the  taxable  year. 

542  A foreign  corporation  shall  not  be  entitled  to  the  specific 
exemption  of  $3,000. 

PART  IV. — Net  Income. 

543  Sec.  320.  (a)  That  for  the  purpose  of  this  title  the  net  income 
of  a corporation  shall  be  ascertained  and  returned — 

644  (1)  For  the  calendar  years  1911  and  1912  upon  the  same 

basis  and  in  the  same  manner  as  provided  in  section  38  of  the 
Act  entitled  “An  Act  to  provide  revenue,  equalize  duties,  and 
encourage  the  industries  of  the  United  States,  and  for  other 
purposes,”  approved  August  5,  1909,  except  that  taxes  imposed 
by  such  section  and  paid  by  the  corporation  within  the  year 
shall  be  included ; 

546  (2)  For  the  calendar  year  1913  upon  the  same  basis  and  in 

the  same  manner  as  provided  in  Section  II  of  the  Act  entitled 
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“An  Act  to  reduce  tariff  duties  and  to  provide  revenue  for  the 
Government,  and  for  other  purposes,”  approved  October  3,  1913, 
except  that  taxes  imposed  by  section  38  of  such  Act  of  August 
5,  1909,  and  paid  by  the  corporation  within  the  year  shall  be 
included,  and  except  that  the  amounts  received  by  it  as  dividends 
upon  the  stock  or  from  the  net  earnings  of  other  corporations 
subject  to  the  tax  imposed  by  Section  II  of  such  Act  of  Octo- 
ber 3,  1913,  shall  be  deducted;  and 

646  (3)  F or  the  taxable  year  upon  the  same  basis  and  in  the  same 

manner  as  provided  for  income  tax  purposes  in  Title  II  of 
this  Act. 

547  (b)  The  average  net  income  for  the  prewar  period  shall  be 

determined  by  dividing  the  number  of  years  within  that  period 
during  the  whole  of  which  the  corporation  was  in  existence  into 
the  sum  of  the  net  income  for  such  years,  even  though  there 
may  have  been  no  net  income  for  one  or  more  of  such  years. 

PART  V. — Invested  Capital. 

[Definitions.] 

648  Sec.  325.  (a)  That  as  used  in  this  title — 

549  The  term  “intangible  property”  means  patents,  copyrights, 
secret  processes  and  formulae,  good  will,  trade-marks,  trade- 
brands,  franchises,  and  other  like  property; 

660  The  term  “tangible  property”  means  stocks,  bonds,  notes,  and 
other  evidences  of  indebtedness,  bills  and  accounts  receivable, 
leaseholds,  and  other  property  other  than  intangible  property; 

651  The  term  “borrowed  capital”  means  money  or  other  property 
borrowed,  whether  represented  by  bonds,  notes,  open  accounts, 
or  otherwise; 

552  The  term  “inadmissible  assets”  means  stocks,  bonds,  and  other 
obligations  (other  than  obligations  of  the  United  States),  the 
dividends  or  interest  from  which  is  not  included  in  computing 
net  income,  but  where  the  income  derived  from  such  assets  con- 
sists in  part  of  gain  or  profit  derived  from  the  sale  or  other 
disposition  thereof,  or  where  all  or  part  of  the  interest  derived 
from  such  assets  is  in  effect  included  in  the  net  income  because 
of  the  limitation  on  the  deduction  of  interest  under  paragraph 
(2)  of  subdivision  (a)  of  section  234,  a corresponding  part  of 
the  capital  invested  in  such  assets  shall  not  be  deemed  to  be 
inadmissible  assets; 

553  The  term  “admissible  assets”  means  all  assets  other  than  inad- 
missible assets,  valued  in  accordance  with  the  provisions  of  sub- 
division (a)  of  section  326,  section  330,  and  section  331. 

654  (b)  For  the  purposes  of  this  title,  the  par  value  of  stock  or 
shares  shall,  in  the  case  of  stock  or  shares  issued  at  a nominal 
value  or  having  no  par  value,  be  deemed  to  be  the  fair  market 
value  as  of  the  date  or  dates  of  issue  of  such  stock  or  shares. 

[Computing  “Invested  Capital.”] 

655  Sec.  326.  (a)  That  as  used  in  this  title  the  term  “invested 
capital”  for  any  year  means  (except  as  provided  in  subdivisions 
(b)  and  (c)  of  this  section)  : 
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(1)  Actual  cash  bona  fide  paid  in  for  stock  or  shares ; 

(2)  Actual  cash  value  of  tangible  property,  other  than  cash, 
bona  fide  paid  in  for  stock  or  shares,  at  the  time  of  such  pay- 
ment, but  in  no  case  to  exceed  the  par  value  of  the  original 
stock  or  shares  specifically  issued  therefor,  unless  the  actual 
cash  value  of  such  tangible  property  at  the  time  paid  in  is  shown 
to  the  satisfaction  of  the  Commissioner  to  have  been  clearly  and 
substantially  in  excess  of  such  par  value,  in  which  case  such 
excess  shall  be  treated  as  paid-in  surplus:  Provided,  That  the 
Commissioner  shall  keep  a record  of  all  cases  in  which  tangible 
property  is  included  in  invested  capital  at  a value  in  excess  of 
the  stock  or  shares  issued  therefor,  containing  the  name  and 
address  of  each  taxpayer,  the  business  in  which  engaged,  the 
amount  of  invested  capital  and  net  income  shown  by  the  return, 
the  value  of  the  tangible  property  at  the  time  paid  in,  the  par 
value  of  the  stock  or  shares  specifically  issued  therefor,  and  the 
amount  included  under  this  paragraph  as  paid-in  surplus.  The 
Commissioner  shall  furnish  a copy  of  such  record  and  other 
detailed  information  with  respect  to  such  cases  when  required 
by  resolution  of  either  House  of  Congress,  without  regard  to  the 
restrictions  contained  in  section  257 ; 

(3)  Paid-in  or  earned  surplus  and  undivided  profits;  not  in- 
cluding surplus  and  undivided  profits  earned  during  the  year; 

(4)  Intangible  property  bona  fide  paid  in  for  stock  or  shares 

prior  to  March  3,  1917,  in  an  amount  not  exceeding  (a)  the 
actual  cash  value  of  such  property  at  the  time  paid  in,  (b)  the 
par  value  of  the  stock  or  shares  issued  therefor,  or  (c)  in  the 

aggregate  25  per  centum  of  the  par  value  of  the  total  stock  or 

shares  of  the  corporation  outstanding  on  March  3,  1917,  which- 
ever is  lowest; 

(5)  Intangible  property  bona  fide  paid  in  for  stock  or  shares 

on  or  after  March  3,  1917,  in  an  amount  not  exceeding  (a)  the 
actual  cash  value  of  such  property  at  the  time  paid  in,  (b)  the 

par  value  of  the  stock  or  shares  issued  therefor,  or  (c)  in  the 

a&gregate  25  per  centum  of  the  par  value  of  the  total  stock 
or  shares  of  the  corporation  outstanding  at  the  beginning  of  the 
taxable  year,  whichever  is  lowest:  Provided,  That  in  no  case 
shall  the  total  amount  included  under  paragraphs  (4)  and  (5) 
exceed  in  the  aggregate  25  per  centum  of  the  par  value  of  the 
total  stock  or  shares  of  the  corporation  outstanding  at  the  begin- 
ning of  the  taxable  year;  but 

(b)  As  used  in  this  title  the  term  “invested  capital”  does  not 
include  borrowed  capital. 

(c)  There  shall  be  deducted  from  invested  capital  as  above 
defined  a percentage  thereof  equal  to  the  percentage  which  the 
amount  of  inadmissible  assets  is  of  the  amount  of  admissible 
and  inadmissible  assets  held  during  the  taxable  year. 

(d)  The  invested  capital  for  any  period  shall  be  the  average 
invested  capital  for  such  period,  but  in  the  case  of  a corpora- 
tion making  a return  for  a fractional  part  of  a year,  it  shall 
(except  for  the  purpose  of  paragraph  (2)  of  subdivision  (a) 
of  section  311)  be  the  same  fractional  part  of  such  average 
invested  capital. 
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The  average  invested  capital  for  the  prewar  period  shall 
be  determined  by  dividing  the  number  of  years  within  that 
period  during  the  whole  of  which  the  corporation  was  in  existence 
into  the  sum  of  the  average  invested  capital  for  such  years. 

[Special  cases  subject  to  special  tax.] 

Sec.  327.  That  in  the  following  cases  the  tax  shall  be  deter* 
mined  as  provided  in  section  328: 

(a)  Where  the  Commissioner  is  unable  to  determine  the  in- 
vested capital  as  provided  in  section  326 ; 

(b)  In  the  case  of  a foreign  corporation; 

(c)  Where  a mixed  aggregate  of  tangible  property  and  in- 
tangible property  has  been  paid  in  for  stock  or  for  stock  and 
bonds  and  the  Commissioner  is  unable  satisfactorily  to  determine 
the  respective  values  of  the  several  classes  of  property  at  the 
time  of  payment,  or  to  distinguish  the  classes  of  property  paid 
in  for  stock  and  for  bonds,  respectively; 

(d)  Where  upon  application  by  the  corporation  the  Commis- 
sioner finds  and  so  declares  of  record  that  the  tax  if  determined 
without  benefit  of  this  section  would,  owing  to  abnormal  condi- 
tions affecting  the  capital  or  income  of  the  corporation,  work 
upon  the  corporation  an  exceptional  hardship  evidenced  by  gross 
disproportion  between  the  tax  computed  without  benefit  of  this 
section  and  the  tax  computed  by  reference  to  the  representative 
corporations  specified  in  section  328.  This  subdivision  shall  not 
apply  to  any  case  (1)  in  which  the  tax  (computed  without  bene- 
fit of  this  section)  is  high  merely  because  the  corporation  earned 
within  the  taxable  year  a high  rate  of  profit  upon  a normal  in- 
vested capital,  nor  (2)  in  which  50  per  centum  or  more  of  the 
gross  income  of  the  corporation  for  the  taxable  year  (computed 
under  section  233  of  Title  II)  consists  of  gains,  profits,  commis- 
sions, or  other  income  derived  on  a cost-plus  basis  from  a Gov- 
ernment contract  or  contracts  made  between  April  6,  1917,  and 
November  11,  1918,  both  dates  inclusive. 

[The  special  tax  applicable  to  the  special  cases.] 

Sec.  328.  (a)  In  the  cases  specified  in  section  327  the  tax  shall 
be  the  amount  which  bears  the  same  ratio  to  the  net  income  of 
the  taxpayer  (in  excess  of  the  specific  exemption  of  $3,000)  for 
the  taxable  year,  as  the  average  tax  of  representative  corpora- 
tions engaged  in  a like  or  similar  trade  or  business,  bears  to 
their  average  net  income  (in  excess  of  the  specific  exemption  of 
$3,000)  for  such  year.  In  the  case  of  a foreign  corporation  the 
tax  shall  be  computed  without  deducting  the  specific  exemption 
of  $3,000  either  for  the  taxpayer  or  the  representative  corpora- 
tions. 

In  computing  the  tax  under  this  section  the  Commissioner 
shall  compare  the  taxpayer  only  with  representative  corporations 
whose  invested  capital  can  be  satisfactorily  determined  under 
section  326  and  which  are,  as  nearly  as  may  be,  similarly  circum- 
stanced with  respect  to  gross  income,  net  income,  profits  per 
unit  of  business  transacted  and  capital  employed,  the  amount 
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and  rate  of  war  profits  or  excess  profits,  and  all  other  relevant 
facts  and  circumstances. 

572  (b)  For  the  purposes  of  subdivision  (a)  the  ratios  between 
the  average  tax  and  the  average  net  income  of  representative 
corporations  shall  be  determined  by  the  Commissioner  in  accord- 
ance with  regulations  prescribed  by  him  with  the  approval  of  the 
Secretary. 

573  In  cases  in  which  the  tax  is  to  be  computed  under  this  section, 
if  the  tax  as  computed  without  the  benefit  of  this  section  is  less 
than  50  per  centum  of  the  net  income  of  the  taxpayer,  the  install- 
ments shall  in  the  first  instance  be  computed  upon  the  basis  of 
such  tax;  but  if  the  tax  so  computed  is  50  per  centum  or  more  of 
the  net  income,  the  installments  shall  in  the  first  instance  be 
computed  upon  the  basis  of  a tax  equal  to  50  per  centum  of  the 
net  income.  In  any  case,  the  actual  ratio  when  ascertained  shall 
be  used  in  determining  the  correct  amount  of  the  tax.  If  the 
correct  amount  of  the  tax  when  determined  exceeds  50  per 
centum  of  the  net  income,  any  excess  of  the  correct  installments 
over  the  amounts  actually  paid  shall  on  notice  and  demand  be 
paid  together  with  interest  at  the  rate  of  ^2  of  1 per  centum  per 
month  on  such  excess  from  the  time  the  installment  was  due. 

574  (c)  The  Commissioner  shall  keep  a record  of  all  cases  in 
which  the  tax  is  determined  in  the  manner  prescribed  in  sub- 
division (a),  containing  the  name  and  address  of  each  taxpayer, 
the  business  in  which  engaged,  the  amount  of  invested  capital 
and  net  income  shown  by  the  return,  and  the  amount  of  invested 
capital  as  determined  under  such  subdivision.  The  Commissioner 
shall  furnish  a copy  of  such  record  and  other  detailed  informa- 
tion with  respect  to  such  cases  when  required  by  resolution 
of  either  House  of  Congress,  without  regard  to  the  restrictions 
contained  in  section  257  [contents  of  returns  not  to  be  disclosed]. 


PART  VI. — Reorganizations. 

[Reorganizations  after  January  1,  1911.] 

575  Sec.  330.  That  in  the  case  of  the  reorganization,  consolida- 
tion, or  change  of  ownership  after  January  1,  1911,  of  a trade 
or  business  now  carried  on  by  a corporation,  the  corporation 
shall  for  the  purposes  of  this  title  be  deemed  to  have  been  in 
existence  prior  to  that  date,  and  the  net  income  and  invested 
capital  of  such  predecessor  trade  or  business  for  all  or  any  part 
of  the  prewar  period  prior  to  the  organization  of  the  corporation 
now  carrying  on  such  trade  or  business  shall  be  deemed  to  have 
been  the  net  income  and  invested  capital  of  such  corporation. 

576  If  such  predecessor  trade  or  business  was  carried  on  by  a 
partnership  or  individual  the  net  income  for  the  prewar  period 
shall,  under  regulations  prescribed  by  the  Commissioner  with 
the  approval  of  the  Secretary,  be  ascertained  and  returned  as 
nearly  as  may  be  upon  the  same  basis  and  in  the  same  manner 
as  provided  for  corporations  in  Title  II,  including  a reasonable 
deduction  for  salary  or  compensation  to  each  partner  or  the 
individual  for  personal  services  actually  rendered. 
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[Incorporating:  prior  to  July  1,  1919,  business  of  an  individual  or 
of  a partnership.] 

577  In  the  case  of  the  organization  as  a corporation  before  July  1, 
1919,  of  any  trade  or  business  in  which  capital  is  a material  in- 
come-producing factor  and  which  was  previously  owned  by  a 
partnership  or  individual,  the  net  income  of  such  trade  or  busi- 
ness from  January  1,  1918,  to  the  date  of  such  reorganization 
may  at  the  option  of  the  individual  or  partnership  be  taxed  as 
the  net  income  of  a corporation  is  taxed  under  Title  II  and  III ; 
in  which  event  the  net  income  and  invested  capital  of  such  trade 
or  business  shall  be  computed  as  if  such  corporation  had  been  in 
existence  on  and  after  January  1,  1918,  and  the  undistributed 
profits  or  earnings  of  such  trade  or  business  shall  not  be  sub- 
ject to  the  surtax  imposed  in  section  211,  but  amounts  distributed 
on  or  after  January  1,  1918,  from  the  earnings  of  such  trade  or 
business  shall  be  taxed  to  the  recipients  as  dividends,  and  all  the 
provisions  of  Titles  II  and  III  relating  to  corporations  shall  so 
far  as  practicable  apply  to  such  trade  or  business:  Provided, 
That  this  paragraph  shall  not  apply  to  any  trade  or  business  the 
net  income  of  which  for  the  taxable  year  1918  was  less  than  20 
per  centum  of  its  invested  capital  for  such  year:  Provided 
further,  That  any  taxpayer  who  takes  advantage  of  this  para- 
graph shall  pay  the  tax  imposed  by  section  1000  of  this  Act  and 
by  the  first  subdivision  of  section  407  of  the  Revenue  Act  of 
1916,  as  if  such  taxpayer  had  been  a corporation  on  and  after' 
January  1,  1918,  with  a capital  stock  having  no  par  value. 

573  If  any  asset  of  the  trade  or  business  in  existence  both  during  the 
taxable  year  and  any  prewar  year  is  included  in  the  invested 
capital  for  the  taxable  year  but  is  not  included  in  the  invested 
capital  for  such  prewar  year,  or  is  valued  on  a different  basis 
in  computing  the  invested  capital  for  the  taxable  year  and  such 
prewar  year,  respectively,  then  under  rules  and  regulations  to 
be  prescribed  by  the  Commissioner  with  the  approval  of  the 
Secretary  such  readjustments  shall  be  made  as  are  necessary 
to  place  the  computation  of  the  invested  capital  for  such  prewar 
year  on  the  basis  employed  in  determining  the  invested  capital 
for  the  taxable  year. 

[Reorganizations  after  March  3,  1917.] 

579  Sec.  331.  In  the  case  of  the  reorganization,  consolidation,  or 
change  of  ownership  of  a trade  or  business,  or  change  of  owner- 
ship of  property,  after  March  3,  1917,  if  an  interest  or  control 
in  such  trade  or  business  or  property  of  50  per  centum  or  more 
remains  in  the  same  persons,  or  any  of  them,  then  no  asset  trans- 
ferred or  received  from  the  previous  owner  shall,  for  the  pur- 
pose of  determining  invested  capital,  be  allowed  a greater  value 
than  would  have  been  allowed  under  this  title  in  computing 
the  invested  capital  of  such  previous  owner  if  such  asset  had 
not  been  so  transferred  or  received:  Provided,  That  if  such 
previous  owner  was  not  a corporation,  then  the  value  of  any 
asset  so  transferred  or  received  shall  be  taken  at  its  cost  of 
acquisition  (at  the  date  when  acquired  by  such  previous  owner) 
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with  proper  allowance  for  depreciation,  impairment,  betterment 
or  development,  but  no  addition  to  the  original  cost  shall  be 
made  for  any  charge  or  expenditure  deducted  as  expense  or 
otherwise  on  or  after  March  1,  1913,  in  computing  the  net  income 
of  such  previous  owner  for  purposes  of  taxation. 

PART  VII. — Miscellaneous. 

[Returns  on  fiscal  year  basis.] 

680  Sec.  335.  (a)  That  if  a corporation  (other  than  a personal 
service  corporation)  makes  return  for  a fiscal  year  beginning  in 

1917  and  ending  in  1918,  the  tax  for  the  first  taxable  year  under 
this  title  shall  be  the  sum  of : (1)  the  same  proportion  of  a tax 
for  the  entire  period  computed  under  Title  II  of  the  Revenue  Act 
of  1917  which  the  portion  of  such  period  falling  within  the  cal- 
endar year  1917  is  of  the  entire  period,  and  (2)  the  same  propor- 
tion of  a tax  for  the  entire  period  computed  under  this  title  at  the 
rates  specified  in  subdivision  (a)  of  section  301  which  the  por- 
tion of  such  period  falling  within  the  calendar  year  1918  is  of  the 
entire  period. 

681  Any  amount  heretofore  or  hereafter  paid  on  account  of  the 
tax  imposed  for  such  fiscal  year  by  Title  II  of  the  Revenue  Act 
of  1917  shall  be  credited  toward  the  payment  of  the  tax  imposed 
for  such  fiscal  year  by  this  title,  and  if  the  amount  so  paid 
exceeds  the  amount  of  the  tax  imposed  by  this  title,  the  excess 
shall  be  credited  or  refunded  to  the  corporation  in  accordance 
with  the  provisions  of  section  252. 

682  (b)  If  a corporation  makes  return  for  a fiscal  year  beginning 
in  1918  and  ending  in  1919,  the  tax  for  such  fiscal  year  under  this 
title  shall  be  the  sum  of:  (1)  the  same  proportion  of  a tax  for 
the  entire  period  computed  under  subdivision  (a)  of  section  301 
which  the  portion  of  such  period  falling  within  the  calendar  year 

1918  is  of  the  entire  period,  and  (2)  the  same  proportion  of  a 
tax  for  the  entire  period  computed  under  subdivision  (b)  or  (c) 
of  section  301  which  the  portion  of  such  period  falling  within 
the  calendar  year  1919  is  of  the  entire  period. 

683  (c)  If  a partnership  or  a personal  service  corporation  makes 
return  for  a fiscal  year  beginning  in  1917  and  ending  in  1918,  it 
shall  pay  the  same  proportion  of  a tax  for  the  entire  period  com- 
puted under  Title  II  of  the  Revenue  Act  of  1917  which  the  por- 
tion of  such  period  falling  within  the  calendar  year  1917  is  of 
the  entire  period. 

684  Any  tax  paid  by  a partnership  or  personal  service  corporation 
for  any  period  beginning  on  or  after  January  1,  1918,  shall  be 
immediately  refunded  to  the  partnership  or  corporation  as  a tax 
erroneously  or  illegally  collected. 

[Returns  and  payment  of  taxes.] 

Sec.  336.  That  every  corporation,  not  exempt  under  section  301, 

585  shall  make  a return  for  the  purposes  of  this  title.  Such  returns 
shall  be  made,  and  the  taxes  imposed  by  this  title  shall  be  paid, 
at  the  same  times  and  places,  in  the  same  manner,  and  subject 
to  the  same  conditions,  as  is  provided  in  the  case  of  returns 
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and  payment  of  income  tax  by  corporations  for  the  purposes  of 
Title  II,  and  all  the  provisions  of  that  title  not  inapplicable, 
including  penalties,  are  hereby  made  applicable  to  the  taxes 
imposed  by  this  title. 

[Sale  of  mines,  oil  or  gas  wells.] 

Sec.  337.  That  in  the  case  of  a bona  fide  sale  of  mines,  oil  or 
gas  wells,  or  any  interest  therein,  where  the  principal  value  of 
the  property  has  been  demonstrated  by  prospecting  or  explora- 
tion and  discovery  work  done  by  the  taxpayer,  the  portion  of 
the  tax  imposed  by  this  title  attributable  to  such  sale  shall  not 
exceed  20  per  centum  of  the  selling  price  of  such  property  or 
interest. 


[Consolidated  Returns.] 

Sec.  240  [of  Title  II  of  the  Revenue  Act  of  1918,  of  which 
the  War-Profits  and  Excess-Profits  Tax  is  Title  III],  (a)  That 
corporations  which  are  affiliated  within  the  meaning  of  this  sec- 
tion shall,  under  regulations  to  be  prescribed  by  the  Commis- 
sioner with  the  approval  of  the  Secretary,  make  a consolidated 
return  of  net  income  and  invested  capital  for  the  purposes  of 
this  title  and  Title  III,  and  the  taxes  thereunder  shall  be  com- 
puted and  determined  upon  the  basis  of  such  return : Provided, 
That  there  shall  be  taken  out  of  such  consolidated  net  income 
and  invested  capital,  the  net  income  and  invested  capital  of  any 
such  affiliated  corporation  organized  after  August  1,  1914,  and 
not  successor  to  a then  existing  business,  50  per  centum  or  more 
of  whose  gross  income  consists  of  gains,  profits,  commissions,  or 
other  income,  derived  from  a Government  contract  or  contracts 
made  between  April  6,  1917,  and  November  11,  1918,  both  dates 
inclusive.  In  such  case  the  corporation  so  taken  out  shall  be 
separately  assessed  on  the  basis  of  its  own  invested  capital  and 
net  income  and  the  remainder  of  such  affiliated  group  shall  be 
assessed  on  the  basis  of  the  remaining  consolidated  invested 
capital  and  net  income. 

In  any  case  in  which  a tax  is  assessed  upon  the  basis  of  a 
consolidated  return,  the  total  tax  shall  be  computed  in  the  first 
instance  as  a unit  and  shall  then  be  assessed  upon  the  respective 
affiliated  corporations  in  such  proportions  as  may  be  agreed  upon 
among  them,  or,  in  the  absence  of  any  such  agreement,  then  on 
the  basis  of  the  net  income  properly  assignable  to  each.  There 
shall  be  allowed  in  computing  the  income  tax  only  one  specific 
credit  of  $2,000  (as  provided  in  section  236)  ; in  computing  the 
war-profits  credit  (as  provided  in  section  311)  only  one  specific 
exemption  of  $3,000 ; and  in  computing  the  excess-profits  credit 
(as  provided  in  section  312)  only  one  specific  exemption  of  $3,000. 

(b)  For  the  purpose  of  this  section  two  or  more  domestic  cor- 
porations shall  be  deemed  to  be  affiliated  (1)  if  one  corporation 
owns  directly  or  controls  through  closely  affiliated  interests  or 
by  a nominee  or  nominees  substantially  all  the  stock  of  the  other 
or  others,  or  (2)  if  substantially  all  the  stock  of  two  or  more  cor- 
porations is  owned  or  controlled  by  the  same  interests, 
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(c)  For  the  purposes  of  section  238  a domestic  corporation 
which  owns  a majority  of  the  voting  stock  of  a foreign  corpora- 
tion shall  be  deemed  to  have  paid  the  same  proportion  of  any 

599  income,  war-profits  and  excess-profits  taxes  paid  (but  not  includ- 
ing taxes  accrued)  by  such  foreign  corporation  during  the  tax- 
able year  to  any  foreign  country  or  to  any  possession  of  the 
United  States  upon  income  derived  from  sources  without  the 
United  States,  which  the  amount  of  any  dividends  (not  deducti- 
ble under  section  234)  received  by  such  domestic  corporation 
from  such  foreign  corporation  during  the  taxable  year  bears  to 
the  total  taxable  income  of  such  foreign  corporation  upon  or 
with  respect  to  which  such  taxes  were  paid : Provided,  That  in 
no  such  case  shall  the  amount  of  the  credit  for  such  taxes  exceed 
the  amount  of  such  dividends  (not  deductible  under  section  234) 
received  by  such  domestic  corporation  during  the  taxable  year. 

[Advisory  Tax  Board.] 

Sec.  1301.  (d)  [of  Title  XIII  of  the  Revenue  Act  of  1918  of 
which  the  War-Profits  and  Excess-Profits  Tax  is  Title  III]  (1) 
There  is  hereby  created  a board  to  be  known  as  the  “Advisory 
Tax  Board,”  hereinafter  called  the  Board,  and  to  be  composed  of 

59  j not  to  exceed  six  members  to  be  appointed  by  the  Commissioner 
with  the  approval  of  the  Secretary.  The  Board  shall  cease  to 
exist  at  the  expiration  of  two  years  after  the  passage  of  this 
Act,  or  at  such  earlier  time  as  the  Commissioner  with  the  ap- 
proval of  the  Secretary  may  designate. 

Vacancies  in  the  membership  of  the  Board  shall  be  filled  in 
the  same  manner  as  an  original  appointment.  Any  member  shall 
be  subject  to  removal  by  the  Commissioner  with  the  approval  of 
the  Secretary.  The  Commissioner  with  the  approval  of  the  Sec- 

592  retary  shall  designate  the  chairman  of  the  Board.  Each  member 
shall  receive  an  annual  salary  of  $9,000,  payable  monthly,  to- 
gether with  actual  necessary  expenses  when  absent  from  the 
District  of  Columbia  on  official  business. 

(2)  The  Commissioner  may,  and  on  the  request  of  any  tax- 
payer directly  interested  shall,  submit  to  the  Board  any  question 
relating  to  the  interpretation  or  administration  of  the  income, 
war-profits  or  excess-profits  tax  laws,  and  the  Board  shall  report 

593  its  findings  and  recommendations  to  the  Commissioner. 

(3)  The  Board  shall  have  its  office  in  the  Bureau  of  Internal 
Revenue  in  the  District  of  Columbia.  The  expenses  and  sal- 
aries of  members  of  the  Board  shall  be  audited,  allowed,  and  paid 
out  of  appropriations  for  collecting  internal  revenue,  in  the  same 

594  manner  as  expenses  and  salaries  of  employees  of  the  Bureau  of 
Internal  Revenue  are  audited,  allowed,  and  paid. 

(4)  The  Board  shall  have  the  power  to  summon  witnesses, 
take  testimony,  administer  oaths,  and  to  require  any  person  to 
produce  books,  papers,  documents,  or  other  data  relating  to  any 
matter  under  investigation  by  the  Board.  Any  member  of  the 

595  Board  may  sign  subpoenas  and  members  and  employees  of  the 
Bureau  of  Internal  Revenue  designated  to  assist  the  Board,  when 
authorized  by  the  Board,  may  administer  oaths,  examine  wit- 
nesses, take  testimony  and  receive  evidence. 
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RULINGS,  REGULATIONS,  OPINIONS,  AND  DECISIONS 
UNDER  THE 

WAR-PROFITS  AND  EXCESS-PROFITS  TAX  LAW. 

596  Important  Comment. — [We  reprint  below,  in  small  type,  the 
more  or  less  applicable  regulations  issued  by  the  Bureau  of 
Internal  Revenue  based  on  the  War  Excess-Profits  Tax  Act  of 
October  3,  1917,  for  the  information  of  subscribers  pending  the 
appearance  of  the  Bureau’s  regulations  applying  to  the  new  law. 
Rulings  bearing  on  the  old  law  as  affecting  individuals  and 
partnerships  specifically,  have  been  omitted.  Slight  changes  have 
been  made  here  and  there  in  order  to  render  the  application  of 
the  old  rulings  to  the  new  law  less  confusing.  These  change? 
are  invariably  indicated  by  the  use  of  brackets,  [ ].  Subscribers 

must  remember  in  reading  these  small  type  regulations  that  they 
are  based  on  the  old  law  and  with  that  fact  in  mind  must  drazv 
their  own  conclusions  as  to  the  applicability  of  the  rulings  to  the 
law  as  it  now  is.  Treasury  decisions  and  rulings  under  the  new 
law  will  be  printed  in  large  type  as  heretofore.  The  rulings  fol- 
lowing immediately  below,  H597  to  H743,  are  from  Regulations 
No.  41,  released  for  publication  by  the  Department  on  February 
4,  1918.] 


REGULATIONS  No.  41 
Relative  to  the 

"WAR  EXCESS  PROFITS  TAX. 

Imposed  by  Title  II,  Act  of  October  3,  1917. 

DEFINITIONS. 

597  Art.  1.  Definitions. — When  used  in  these  regulations  the  terms  defined  in  articles 
2 to  9,  inclusive,  shall,  unless  otherwise  indicated  by  the  context,  be  deemed  to  be 

used  only  with  the  scope  or  meaning  ascribed  to  them  respectively  in  such  articles. 

598  Art.  2.  Corporation  [See  ‘[[751+]. — The  term  “corporation”  includes  joint-stock 
companies  or  associations,  no  matter  how  created  or  organized,  insurance  companies, 

and  limited  [see  ^[745]  partnerships. 

599  Art.  3.  Domestic  and  Foreign. — The  term  “domestic”  means  created  under  the 
law  (statutory  or  other)  of  the  United  States  or  any  State  thereof,  Alaska,  Hawaii, 

or  the  District  of  Columbia,  and  the  term  “foreign”  means  created  under  the  law  (statutory 

or  other)  of  any  other  possession  of  the  United  States  or  of  any  foreign  country  or  govern- 
ment. 

600  Art.  4.  United  States. — The  term  “United  States”  (when  used  in  a geographical 
sense)  means  only  the  States  thereof,  Alaska,  Hawaii,  and  the  District  of  Columbia. 

601  Art.  5.  Taxable  Year. — * * * [See  1[5 01 .]  (For  special  provisions  as  to 

prorating  the  amount  of  tax  due  for  the  portion  of  any  fiscal  year  ending  during  the 

calendar  year  1917,  see  [Sec.  335  of  the  law,  ^[580]) . 

602  Art.  6.  Prewar  Period. — The  term  “prewar  period”  means  the  calendar  years 

191 1,  1912,  and  1913,  or  if  a corporation  or  partnership  was  not  in  existence  * * * 

during  the  whole  of  such  three  years,  then  as  many  of  such  years  during  the  whole  of  which 

the  corporation  * * * was  in  existence  * * * . 

216  TAX 


WAR 


2-10-19. 


WAR-PROFITS  AND  EXCESS-PROFITS  TAX  REGULATIONS. 


603  Art.  7.  “Trade,”  “Business,”  “Trade  or  Business”  In  Case  of  Corporations 

* * * . — In  the  case  of  a corporation  * * * all  income  from  whatever 

source  derived  is  deemed  to  be  received  from  its  trade  or  business,  and  the  terms  “trade,” 
“business,”  and  “trade  or  business”  include  all  sources  of  income. 

604  Art.  8.  “Trade”  In  the  Case  of  Individuals. — * * * . 

605  Art.  9.  “Dividend.” — The  term  “dividend”  * * * [See  ^[505 .] 

CORPORATIONS,  * * * SUBJECT  TO  THE  TAX. 

606  Art.  10.  Corporations  [See  ^[751+]. — Every  domestic  corporation  which  has  for  the 
taxable  year  a net  income  of  $3,000.00  or  more,  is  unless  exempt  under  article  13, 

required  to  make  a return  and  pay  the  tax,  if  any. 

Every  foreign  corporation  which  has  for  the  taxable  year  a net  income  of  $3,000  or 

607  more  from  sources  within  the  United  States  is,  unless  exempt  under  article  13,  re- 
quired to  make  a return  and  to  pay  the  tax,  if  any. 

608  Art.  11.  Partnerships. — * * * . 

609  Art.  12.  Individuals. — * * * 

610  Art.  13.  Exemptions. — The  following  are  exempt  from  the  tax:  * * * [gee 

1525.] 

RATES  AND  COMPUTATION  OF  TAX. 

611  Art.  14.  Classification  of  Net  Income. — * * * . 

In  the  case  of  a corporation  * * * , all  the  trades  and  businesses  in  which  it  is 

612  engaged  will  be  treated  as  a single  trade  or  business  (as  provided  in  sec.  201  [sec.  301]), 
and  its  entire  income  will  be  held  to  be  of  the  same  class  as  the  income  from  its 

principal  trade  or  business.  [Exceptions:  Personal  Service  Corporations,  Sec.  303,  ^[524, 
of  the  law  and  gold  mining,  Sec.  304(c),  ^527,  of  the  law. 

613  Art.  15.  Rate  of  Tax. — * * * . 

614  Art.  16.  Rate  of  Tax  ♦ ♦ * .. — See  Sec.  301,  ^[5 10,  for  brackets. 

615  Art.  17.  When  Deduction  [Credit]  Exceeds  [20]  Per  Cent  of  Invested  Capital. — 

In  any  case  in  which  the  deduction  determined  * * * is  greater  than  [20]  per 

cent  of  the  invested  capital  and  therefore  can  not  be  fully  allowed  under  the  first  rate  or 
bracket,  * * * , then  any  remaining  portion  of  the  deduction  will  be  allowed  under 

the  second  bracket,  * * * [See  1f52lj. 

616  Art.  18.  [See  1f758].  Constructive  Capital  for  Application  of  Rates. — [Reprinted 
because  of  its  collateral  bearing,  merely,  on  Sec.  328,  1570,  of  the  law.]  Where  the 

deduction  allowed  to  a taxpayer  is  determined  under  article  24,  the  invested  capital  for  the 
purpose  of  applying  the  rates  of  taxation  under  article  16  shall  be  deemed  to  be  an  amount 
which  bears  the  same  ratio  to  the  net  income  of  the  trade  or  business  for  the  taxable  year 
which  the  average  invested  capital  for  the  corresponding  calendar  year  of  representative 
corporations,  * * * engaged  in  a like  or  similar  trade  or  business  bears  to  their  average 

net  income. 

The  Commissioner  of  Internal  Revenue  in  determining  for  any  calendar  year  the 

617  ratio  which  the  average  invested  capital  of  representative  corporations,  * * * 

engaged  in  any  particular  trade  or  business  bears  to  their  average  net  income,  will 

include  the  invested  capital  and  net  income  of  representative  corporations  * * * for 

fiscal  years  ending  during  such  calendar  year. 

For  the  purpose  of  applying  this  article  in  the  case  of  a corporation  * * * which 

618  has  fixed  its  own  fiscal  year,  the  ratio  determined  for  the  calendar  year  ending 
during  such  fiscal  year  shall  be  used. 

619  Art.  19.  Computation  of  Tax  for  Fiscal  Year,  Part  of  which  Falls  within  Calendar 

Year  1916.— [1917.  See  Sec.  335,  ^[580,  of  the  law.]  * * * . 

620  Art.  20.  Computation  of  Tax  for  Period  of  Less  than  12  Months. — [Sec  Sec.  311 

(a)  (2),  H532,  and  Sec.  326(d),  ^[563,  of  the  law.]  * * * 
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COMPUTATION  OF  THE  DEDUCTION  [CREDITS]. 

621  Art.  21.  Trade  or  Business  having  Invested  Capital. — [Sec  See.  311,  ^530,  and 
Sec.  312,  1fS41,  of  the  law.]  * * * 

622  Art.  22.  Trade  or  Business  Reorganized  on  or  After  January  2,  1913  [January  1, 

1911]. — If  a trade  or  business  carried  on  by  a corporation,  * * * was  formally 

organized  or  reorganized  on  or  after  January  2,  1913,  but  is  substantially  a continuation 
of  a trade  or  business  carried  on  prior  to  that  date,  then  the  corporation  * * * shall 

be  deemed  to  have  been  in  existence,  * * * , prior  to  that  date,  and  for  the  purpose 

of  computing  the  deduction  the  net  income  and  invested  capital  of  the  predecessor  shall 
be  deemed  to  have  been  the  net  income  and  invested  capital  of  the  present  owner  for  the 
prewar  period. 

623  Art.  23.  [See  H758].  When  Income  for  Prewar  Period  can  not  be  Satisfactorily 
Determined,  or  when  Net  Income  v/as  Low  During  Prewar  Period,  or  when  there 

was  no  Net  Income  During  Prewar  Period. — [There  is  no  provision  in  the  present  law  for 
such  contingencies,  other  than  the  last,  for  which  see  ^[533.  Sec.  311(b),  ^[533  makes  pro- 
vision for  cases  where  the  percentage  of  income  was  less  than  10%  but  not  for  cases  when  the 
percentage  is  low  in  comparison  with  other  corporations  where  all  percentages  are  over  10%. 
To  what  extent  the  old  regulations  given  below  will  apply  it  is  impossible  to  state.]  In  the 
following  cases  the  deduction  shall  be  determined  as  provided  in  this  article: 

(a)  If  the  Secretary  of  the  Treasury  is  unable  satisfactorily  to  determine  the 

624  average  amount  of  annual  net  income  of  the  trade  or  business  for  the  prewar  period; 

(b)  If  the  Secretary  of  the  Treasury  upon  complaint  finds  that  during  the  prewar 

625  period  the  percentage  of  the  net  income  to  the  invested  capital  of  the  taxpayer  was 
lower  by  1 per  cent  or  more  than  the  percentage  of  the  net  income  to  the  invested 

capital  of  representative  corporations,  * * * engaged  in  a like  or  similar  trade  or 

business  during  the  same  period. 

(c)  If,  in  the  case  only  of  a domestic  corporation  * * * which  was  in  existence 

626  during  the  prewar  period,  * * * the  Secretary  of  the  Treasury  upon  complaint 

finds  that  during  the  prewar  period  there  was  no  net  income  from  the  trade  or 

business.  [Such  cases  are  provided  for  specifically  in  Sec.  311(b),  ^[533,  of  the  law.] 

In  such  cases  the  deduction  [war  profits  credit]  shall  be: 

627  1.  An  amount  equal  to  the  same  percentage  of  the  invested  capital  for  the  taxable 

year  which  the  average  deduction  ( * * * without  including  the  $3,000)  for 

such  year  of  representative  corporations,  * * * engaged  in  a like  or  similar  trade  or 

business,  is  of  their  average  invested  capital  for  such  year,  plus 

628  2.  In  the  case  of  a domestic  corporation,  $3,000,  * * *. 

[This  paragraph  is  entirely  inapplicable.]  In  cases  arising  under  subdivision  (a) 

629  or  (c)  of  this  article  the  tax  shall  be  assessed  in  the  first  instance  upon  the  basis  of  a 
deduction  computed  by  the  use  of  7 per  cent.  In  cases  arising  under  subdivision 

(b)  the  tax  shall  be  assessed  in  the  first  instance  upon  the  basis  of  a deduction  determined 
as  provided  in  article  21. 

In  any  case  under  this  article  a taxpayer  claiming  the  benefit  of  this  provision  shall 

630  at  the  time  of  making  the  return  file  a claim  for  abatement  (Form  47)  of  the  amount 
by  which  the  tax  so  assessed  exceeds  a tax  computed  upon  the  basis  of  the  deduction 

determined  as  provided  in  this  article.  In  cases  coming  within  the  provisions  of  this 
article  payment  of  that  portion  of  the  tax  covered  by  the  claim  for  abatement  will  not  be 
required  until  the  claim  is  decided.  If,  however,  in  the  judgment  of  the  Commissioner  of 
Internal  Revenue  the  interests  of  the  United  States  would  be  jeopardized  thereby,  the  right 
is  reserved  to  require  the  claimant  to  give  a bond  of  such  amount  and  with  such  sureties  as 
the  commissioner  thinks  wise  to  safeguard  such  interests.  The  bond  shall  be  conditioned 
for  the  payment  of  any  tax  found  to  be  due  with  interest  thereon,  and  if  a bond  satisfactory 
to  the  commissioner  is  not  given  within  such  time  as  he  prescribes,  the  full  amount  of  the 
tax  assessed  will  become  immediately  due  and  the  amount  overpaid,  if  any,  will  upon  final 
decision  of  the  application,  be  refunded  as  a tax  erroneously  or  illegally  collected. 

63 1 Art.  24.  [See  ^[758].  When  Invested  Capital  can  not  be  Satisfactorily  Determined. 

— If  the  Secretary  of  the  Treasury  is  unable  satisfactorily  to  determine  the  invested 
capital,  the  deduction  shall  be  * * * : 

[Ratio  of  tax  to  income  (in  excess  of  $3,000)  to  be  the  same  as  ratio  of  tax  to  income 

632  (in  excess  of  $3,000)  in  the  case]  of  representative  corporations,  * * * en- 
gaged in  a like  or  similar  trade  or  business,  * * * [see  Sec.  328(a),  ^[570,  of 

the  law]. 
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633  The  Commissioner  of  Internal  Revenue  in  determining  for  any  calendar  year  the 

proportion  which  the  average  deduction  of  representative  corporations,  * * * 

is  of  their  average  net  income,  will  include  the  deductions  and  net  income  of  representative 
corporations  * * * for  fiscal  years  ending  during  such  calendar  year. 

For  the  purpose  of  applying  this  article  in  the  case  of  a corporation  * * * which 

634  has  fixed  its  own  fiscal  year,  the  proportion  determined  for  the  calendar  year  ending 
during  such  fiscal  year  shall  be  used. 

635  In  every  case  of  a trade  or  business  having  invested  capital  a return  shall  be  made 
in  the  first  instance  in  accordance  with  article  21  or  23,  but  the  taxpayer  may  submit 

therewith  a statement  of  reasons  why  in  his  opinion  the  tax  should  be  assessed  in  accordance 
with  this  article. 


NET  INCOME— GENERAL  PROVISIONS. 

636  Art.  25.  Exemptions. — The  following  classes  of  income  are  exempt  from  the 
tax: 

637  (a)  Income  exempt  from  taxation  under  section  [213  (b)  of  Title  II  of  the  Revenue 

Act  of  1918].  (b)  * * * (c)  * * * . 

638  Art.  26.  Net  Income  of  Foreign  Corporations  * * * : — In  the  case  of  a 

foreign  corporation  * * * the  net  income  shall  be  the  net  income  from  sources 

within  the  United  States. 

639  Art.  27.  Dividends  Received  from  a Foreign  Corporation  which  is  Subject  to 
Federal  Income  Tax. — In  the  case  of  income  derived  by  a corporation  or  partnership 

from  dividends  upon  the  stock  of  a foreign  corporation,  part  of  whose  net  income  is  subject 
to  the  income  tax,  there  shall  be  deducted  only  that  proportion  of  the  dividends  received 
upon  such  stock  which  the  net  income  of  such  foreign  corporation  from  sources  within  the 
United  States  is  of  its  entire  net  income. 

NET  INCOME— CORPORATIONS. 

640  Art.  28.  Taxable  Year. — The  net  income  of  a corporation  for  the  taxable  year 
shall  be  determined  [upon  the  same  basis  and  in  the  same  manner  as  provided  for 

income  tax  purposes  in  Title  II  of  the  Revenue  Act  of  1918,  1f546 . For  taxable  status  of 
Liberty  Bond  interest  see  1[839.] 

641  Art.  29.  Prewar  Period  [See  H544]. — The  net  income  of  a corporation  for  the 
prewar  period  shall  be  computed  as  follows: 

642  (a)  For  the  calendar  year  1911  by  adding  (l)  the  amount  of  net  income  shown  in 
item  9 of  the  return  made  under  section  38  of  the  act  of  August  5,  1909,  for  the 

calendar  year  1911,  and  (2)  the  amount  of  taxes  paid  to  the  United  States  within  the  calendar 
year  1911  under  section  38  of  such  act; 

(b)  For  the  calendar  year  1912  by  adding  (1)  the  amount  of  net  income  shown 

643  in  item  9 of  the  return  made  under  section  38  of  the  act  of  August  5,  1909,  for  the 
calendar  year  1912,  and  (2)  the  amount  of  taxes  paid  to  the  United  States  within 

the  calendar  year  1912  under  section  38  of  such  act;  and 

(c)  For  the  calendar  year  1913  by  adding  (1)  the  amount  of  the  entire  net  income 

644  shown  in  item  8 of  the  return  made  under  Section  II  of  the  act  of  October  3,  1913, 
for  the  calendar  year  1913,  and  (2)  the  amount  of  taxes  paid  within  the  calendar 

year  1913  under  section  38  of  the  act  of  August  5,  1909,  and  Section  II  or  IV  of  the  act  of 
October  3,  1913,  and  deducting  from  the  total  so  obtained  the  amounts  received  during  the 
calendar  year  1913  as  dividends  upon  the  stock  or  from  the  net  earnings  of  other  corpora- 
tions, joint  stock  companies  or  associations,  or  insurance  companies,  subject  to  the  income 
tax  imposed  by  Section  II  of  the  act  of  October  3,  1913. 

NET  INCOME— PARTNERSHIPS. 

645  Art.  30.  * * * . 

64  6 Art.  31.  * * * . 

647  Art.  32.  * * * . 

648  Art.  33.  * * * . 


649 


Art.  34. 
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NET  INCOME— INDIVIDUALS. 


650  _Art.  35.  * * * . 

651  Art.  36.  * * * . 

652  Art.  37.  * * * . 

653  Art.  38.  * * * . 

654  Art.  39.  * * * . 

655  Art.  40.  * * * 

656  Art.  41.  * * * . 

INVESTED  CAPITAL— GENERAL  PROVISIONS. 

657  Art.  42.  Allowance  for  Depletion,  Depreciation,  and  Obsolescence  in  Computa- 
tion of  Invested  Capital  [See  H718]. — The  term  “invested  capital”  as  used  in  the 

excess  profits  tax  law  means  the  invested  capital  of  the  present  owner.  The  basis,  or  start- 
ing point,  in  the  computation  of  invested  capital  is  found  in  the  amount  of  cash  and  other 
property  paid  in,  the  original  values  of  such  other  property  being  determined  in  accordance 
with  the  rules  laid  down  in  these  regulations.  But  the  computation  does  not  stop  with 
such  original  entries  or  amounts;  it  must  take  properly  into  account  the  surplus  and  un- 
divided profits.  In  the  computation  of  surplus  and  undivided  profits,  however,  full 
recognition  must  first  be  given  to  expenses  incurred  and  losses  sustained  from  the  original 
organization  of  the  business  concern  down  to  the  taxable  year,  including  among  such  ex- 
penses and  losses  a reasonable  allowance  for  depletion,  depreciation,  or  obsolescence  of 
property  originally  acquired  for  cash  or  for  stock  or  shares  or  in  any  other  manner.  If 
value  appreciation  of  a kind  not  subject  to  income  tax  (other  than  that  allowed  under 
article  55)  has  been  taken  up  in  the  accounts,  a deduction  must  be  made  in  respect  of  such 
appreciation  so  taken  up.  In  the  computation  of  the  invested  capital  for  any  year  full 
effect  must  also  be  given  to  any  liquidation  of  the  original  capital. 

658  Art.  43.  How  to  Ascertain  Average  Invested  Capital  for  the  Year,  Averaged 
Monthly. — The  invested  capital  for  any  prewar  or  taxable  year  (or  where  the  tax 

is  computed  upon  the  basis  of  a period  less  than  a year,  for  such  period)  is  the  average  in- 
vested capital  for  the  year  or  period  averaged  monthly,  according  to  the  following  rules: 

(a)  Add  the  capital  for  each  of  the  several  months  during  which  no  change  occurs, 

659  and  the  average  capital  (ascertained  as  provided  in  subdivision  (b)  of  this  article) 
for  each  month  in  which  a change  occurs  and  divide  the  total  by  the  number  of 

months  in  the  year  or  period. 

(b)  To  ascertain  the  capital  for  any  month  in  which  a change  occurs  multiply  the 

660  capital  as  of  the  first  day  of  the  month  by  the  number  of  days  it  remains  constant 
and  the  capital  after  each  change  by  the  number  of  days  (including  the  day  on  which 

the  change  occurs)  during  which  it  remains  constant,  add  the  products,  and  divide  the  sum 
by  the  number  of  days  in  the  month. 

661  Art.  44.  Items  not  Allowed  to  be  Included  in  Invested  Capital  [See  71  +]. — 

[Section  325,  ^[548]  of  the  excess  profits  law  specifies  certain  items  which  may  not 

be  included  in  invested  capital,  namely: 

(a)  Stocks,  bonds  (other  than  obligations  of  the  United  States),  or  other  assets, 

662  the  income  from  which  is  not  subject  to  the  excess  profits  tax;  and 

663  (b)  Money  or  other  property  borrowed  [see  ^[776+]. 

The  term  “money  or  other  property  borrowed”  as  used  in  section  207  and  these 

664  regulations  includes  not  only  cash  or  other  borrowed  property  which  can  be  identified 
as  such,  but  current  liabilities  and  temporary  indebtedness  of  all  kinds,  and  any 

permanent  indebtedness  upon  which  the  taxpayer  is  entitled  to  an  interest  deduction  in 
computing  net  income.  * * * 

665  Art.  45.  When  Income  from  Tax-free  Securities  Consists  Partly  of  Trading  Profits 
and  Partly  of  Interest,  Dividends,  Etc. — Whenever  income  consists  partly  of  gains  or 

profits  subject  to  the  excess  profits  tax  arising  from  trading  in  stocks,  bonds,  etc.,  the 
dividends  or  interest  on  which  are  not  subject  to  such  tax,  and  partly  of  such  dividends  or 
2 nterest,  then,  subject  to  the  limitations  as  to  borrowed  money,  there  shall  be  included  in 
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the  invested  capital  an  amount  which  bears  the  same  ratio  to  the  total  amount  invested 
in  such  stocks  or  bonds  as  the  amount  of  such  gains  or  profits  bears  to  the  total  amount  of 
such  income.  [Read  the  new  provision  of  law  1[552.] 

666  Art.  45.  Treatment  of  Stock  of  Foreign  Corporations  when  Held  by  Domestic 
Corporations  or  Partnerships  or  by  Citizens  or  Residents  of  the  United  States. — 

In  the  case  of  domestic  corporations  * * * holding  stock  in  a foreign  corporation 

part  of  whose  net  income  is  subject  to  the  income  tax,  there  shall  be  included  in  invested 
capital  such  proportion  of  the  value  of  the  stock  in  such  foreign  corporation  as  the  net 
income  of  such  foreign  corporation  from  sources  outside  the  United  States  is  of  its  entire 
net  income. 


667  Art.  47.  Construction  of  Terms  “Tangible  Property”  and  “Intangible  Property.” — 

The  term  “other  [“like,”  i.e.]  intangible  property”  as  used  in  sanction  207  [Sec.  325, 
1[549]  will  be  construed  to  mean  property  of  a character  similar  to  good  will,  trade-marks, 
and  the  other  specific  kinds  of  property  enumerated  in  the  same  clause.  With  respect  to 
property  not  clearly  of  such  a character,  rulings  will  be  issued  as  occasion  may  demand  to 
indicate  whether  it  shall  be  regarded  as  tangible  or  intangible. 

The  following  classes  of  property,  when  paid  in  for  stock  or  shares  in  a corporation 

668  * * * will  be  regarded  as  tangible  property  so  paid  in: 

(a)  Stocks. 

(b)  Bonds. 

(c)  Bills  and  accounts  receivable. 

(d)  Notes  and  other  evidences  of  indebtedness. 

(e)  Leaseholds. 

But  when  a corporation  pays  for  intangible  property  by  the  issuance  of  its  own 
stock  or  bonds,  this  will  not  be  regarded  as  being  a payment  bona  fide  made  in  cash  or 
tangible  property  within  the  meaning  of  section  207  [Sec.  326,  1J557). 


669  Art.  48.  Invested  Capital  of  Foreign  Corporations  * * * . - When  used  with 

reference  to  a foreign  corporation  * * *,  the  term  “invested  capital”  means 

that  proportion  of  the  entire  invested  capital  as  defined  and  limited  by  these  regulations 
which  the  net  income  from  sources  within  the  United  States  is  of  the  entire  net  income. 
[Tax  on  foreign  corporations  is  to  be  determined  under  Sec.  328,  sec  1J565  and  11567.] 


670  Art.  49.  Reorganization  on  or  After  January  2,  1913  [January  1,  1911]. — A trade 

or  business  carried  on  by  a corporation,  * * * which  has  been  formally  organ- 

ized or  reorganized  on  or  after  January  2,  1913,  [January  1,  191 1]  but  which  is  substantially 
a continuation  of  a trade  or  business  carried  on  prior  to  that  date,  shall,  for  the  purposes 
of  the  excess  profits  tax,  be  deemed  to  have  been  in  existence  prior  to  that  date  and  the 
invested  capital  of  its  predecessor  prior  to  that  date  shall  be  deemed  to  have  been  its  in- 
vested capital.  This  article  relates  to  the  prewar  period  and  does  not  apply  to  the  invested 
capital  for  the  taxable  year. 

671  Art.  50.  Reorganization  after  March  3, 1917  [See  If 7 73] . — In  case  of  the  reorganiza- 
tion, consolidation,  or  change  of  ownership  of  a trade  or  business  [or  change  of 

ownership  of  property]  after  March  3,  1917,  if  an  interest  or  control  in  such  trade  or  business 
[or  property]  of  50  per  cent  or  more  remains  in  control  of  the  same  persons,  * * * or 

any  of  them,  then  in  ascertaining  the  invested  capital  of  the  trade  or  busniess  no  asset 
transferred  or  received  from  the  [previous  owner]  shall  be  allowed  a greater  value  than 
would  have  been  allowed  under  these  regulations  in  computing  the  invested  capital  of  such 
[previous  owner]  if  such  asset  had  not  been  so  transferred  or  received,  unless  such  asset  was 
paid  for  specifically  as  such,  in  cash  or  tangible  property,  and  then  not  to  exceed  the  actual 
cash  or  actual  cash  value  of  the  tangible  property  paid  therefor  at  the  time  of  such  payment.* 

* The  new  law,  [Sec.  331,  1f5 79] , omits  the  superfluous  “unless  such  asset  was  paid  for 
specifically  as  such,  in  cash  or  tangible  property,  and  then  not  to  exceed  the  actual  cash  or 
actual  cash  value  of  the  tangible  property  paid  therefor  at  the  time  of  such  payment.” 


672  Art.  51.  Invested  Capital  for  Prewar  Period. — The  invested  capital  for  the  prewar 
period  shall,  in  general,  be  determined  in  the  same  manner  as  for  the  taxable  year, 


673  Art.  52.  Scope  of  Section  210  [Sec.  327,  H565]. — Section  210  [Sec.  327,  H565] 
provides  for  exceptional  cases  in  which  the  invested  capital  can  not  be  satisfactorily 
determined.  In  such  cases  the  taxpayer  may  submit  to  the  Commissioner  of  Internal 
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Revenue  evidence  in  support  of  a claim  for  assessment  under  the  provisions  of  section  210. 
(See  articles  18  and  24.)  Such  exceptional  eases  may  consist,  among  others,  of  the  fol- 
lowing: 

1.  Where,  through  defective  accounting  or  the  lack  of  adequate  data,  it  is  im- 

674  possible  accurately  to  compute  invested  capital. 

2.  Where  upon  application  by  a foreign  taxpayer  [see  H567]  the  Secretary  of  the 

675  Treasury  finds  that  the  expense  of  securing  the  data  necessary  for  the  computation 
of  the  invested  capital  would  be  unreasonable  in  view  of  the  amount  of  tax  in- 
volved, or  that  it  is  impracticable  to  determine  either  the  “entire  invested  capital”  or  the 
“entire  net  income.” 

3.  Long-established  business  concerns  which  by  reason  of  ultra-conservative  ac- 
67  6 counting  or  the  form  and  manner  of  their  organization  would,  through  the  operation 

of  section  207,  be  placed  at  a serious  disadvantage  in  competing  with  representative 
concerns  in  a like  or  similar  trade  or  business. 

4.  Where  the  invested  capital  is  seriously  disproportionate  to  the  taxable  income. 
67  7 Such  cases  may  arise  through: 

678  (a)  The  realization  in  one  year  of  the  earnings  of  capital  unproductively  invested 
through  a period  of  years  or  of  the  fruits  of  activities  antedating  the  taxable  year;  or, 

679  (b)  Inability  to  recognize  or  properly  allow  for  amortization,  obsolescence,  or 
exceptional  depreciation  due  to  the  present  war,  or  to  the  necessity  in  connection 

with  the  present  war  of  providing  plant  which  will  not  be  wanted  for  the  purposes  of  the 
trade  or  business  after  the  termination  of  the  war. 

INVESTED  CAPITAL— CORPORATIONS. 

680  Art.  53.  Rule  for  Computing  Invested  Capital. — In  computing  invested  capital, 

every  corporation  * * * shall  add  together  its  paid  in  capital  and  its  paid  in 

or  earned  surplus  and  undivided  profits  (under  whatever  name  the  same  may  be  called)  as 
shown  by  its  books  at  the  beginning  of  the  taxable  year.  The  total  thus  obtained  shall  be 
adjusted  for  any  asset  or  item  which  it  covers  that  is  not  carried  on  the  books  at  the  valua- 
tion prescribed  by  law  or  by  these  regulations.  When  necessary,  adjustment  (addition  or 
subtraction)  shall  be  made  in  respect  of  the  following: 

ADJUSTMENTS  [See  ^712]. 

681  1.  Stock  or  shares  issued  in  the  purchase  of  intangible  property  prior  to  March 
3,  1917,  which  cannot  be  included  in  an  amount  exceeding  (a)  20  [25]  per  cent,  of 

the  par  value  of  the  total  stock  or  shares  outstanding  on  that  date,  (b)  the  actual  value  of 
such  intangible  property  at  the  date  acquired,  or  (c)  the  par  value  of  the  stock  or  shares 
issued  in  payment  therefor,  whichever  is  the  lowest.  (See  articles  57  and  58.) 

2.  Stock  or  shares  issued  for  a mixed  aggregate  of  tangible  property,  patents  and 
copyrights,  and  good  will  or  other  intangible  property.  (See  article  59.) 

3.  * * * . 

4.  Stock  or  shares  issued  for  tangible  property,  * * * valued  at  (a)  the 

actual  cash  value  of  such  property  [at  time  of  payment],  or  (b)  the  par  value  of  the 
stock,  whichever  is  lower.  (See  article  55.) 

5.  Stock  originally  issued  for  property  and  subsequently  returned  to  the  corpora- 
tion as  a gift,  etc.  (See  article  54.) 

6.  * * * . 

7.  Add  value  of  tangible  property  paid  in  for  stock  or  shares  in  excess  of  the  par 
value  of  such  shares,  when  authorized  by  article  63. 

8.  Add  amounts  expended  in  the  past  for  (a)  the  acquisition  of  tangible  property 
or  (b)  specifically  for  good  will  and  other  similar  intangible  property,  when  author- 
ized by  article  64. 

9.  For  the  valuation  of  assets  acquired  in  reorganizations,  etc.,  (a)  effected  after 
March  3,  1917,  see  article  50;  (b)  as  to  the  prewar  period,  see  articles  49  and  51. 

10.  Deduct  amounts  representing  appreciation  excluded  by  article  42. 

11.  Make  any  additional  deductions  required  by  reason  of  insufficient  allowances 
in  the  accounts  of  the  taxpayer  for  depletion,  depreciation,  and  obsolescence. 
(See  article  42.) 

Whenever  any  corrections  are  made  in  respect  of  the  capital  stock  and  surplus, 
corresponding  corrections  must  be  made  in  the  respective  asset  items  in  the  balance 

sheet  of  the  taxpayer. 

After  making  any  adjustments  required  under  paragraphs  1 to  11  above,  the  ad- 
693  justed  total  of  the  capital  and  surplus  account  will  represent  the  invested  capital 
at  the  beginning  of  the  taxable  year,  except  that  in  any  case  where  the  admissible 
assets  (and  these  include  all  assets  when  valued  in  accordance  with  these  regulations, 
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except  stocks,  bonds — other  than  obligations  of  the  United  States — the  income  of  which  is 
not  subject  to  excess-profits  tax)  are  less  than  the  amount  of  such  adjusted  total,  then  the 
invested  capital  must  be  further  reduced  to  an  amount  equal  to  the  sum  of  the  admissible 
assets.  [See  ^[562 .]  Tax-free  securities  and  stock  in  foreign  corporations  may  be  included 
as  admissible  assets  to  the  extent  authorized  in  articles  45  and  46. 

If  there  has  been  any  change  made  during  the  taxable  year  in  the  amount  of  the 

694  invested  capital,  the  monthly  average  shall  be  taken  (see  article  43),  but  in  no  case 
may  the  invested  capital  include  any  surplus  or  undivided  profits  earned  during  the 

taxable  year. 

With  respect  to  the  taxable  year  1917,  every  such  corporation  and  partnership  will 

695  be  required  to  submit  a balance  sheet  as  at  the  first  day  of  the  taxable  year  and 
also  a balance  sheet  as  at  the  close  of  the  taxable  year.  Thereafter  every  such 

corporation  * * * will  be  required  to  submit  a balance  sheet  as  at  the  close  of  each 

taxable  year.  Balance  sheets  should  be  made  in  accordance  with  the  books  of  the  tax 
payer  and  changes  in  respect  of  any  items  therein  made  pursuant  to  these  regulations 
should  be  explained  in  a separate  statement  attached  to  the  balance  sheet  to  which  it 
relates. 

696  Art.  54.  Stock  Returned  to  Corporation  [See  Tf6S5]. — For  the  purpose  of  com- 
puting invested  capital,  in  cases  where  the  stock  of  a corporation  is  issued  or  ex- 
changed for  property  (tangible  or  intangible),  the  following  rule  will  apply: 

When  any  of  such  stock  is  returned  to  the  corporation  as  a gift  or  for  a considcra- 

697  tion  substantially  less  than  its  par  value,  the  stock  so  returned  shall  not  be  treated 
as  a part  of  the  stock  issued  or  exchanged  for  such  property.  The  proceeds  derived 

in  cash  or  its  equivalent  from  the  resale  of  the  stock  so  returned  shall,  however,  be  included 
in  the  invested  capital  if  retained  and  employed  in  the  business. 

698  Art.  55.  Valuation  of  Tangible  Property  Paid  in  for  Stock  or  Shares  [See  ^[684]. — 

Tangible  property  paid  in  for  stock  or  shares  prior  * * * , must  be  valued  at 

either  (a)  the  actual  cash  value  of  such  property  [at  the  time  of  such  payment],  or  (b)  the 
par  value  of  the  stock  or  shares  specifically  issued  therefor,  whichever  is  lower.  [Unless, 
etc.,  sec  Sec.  326(a)(2),  U557.] 

699  Art.  56.  Patents  and  Copyrights. — Patents  and  copyrights  paid  in  for  stock  or 
shares  must  be  valued  [as  other  intangible  property  is  valued]. 

700  Art.  57.  Valuation  of  Intangible  Property  [Sec  ^[681]. — If  good  will,  trademarks, 
trade  brands,  franchises  of  a corporation  or  partnership,  or  other  intangible  property 

has  been  purchased  with  stock  or  shares  issued  prior  to  March  3,  1917,  the  amount  that  may 
be  included  in  invested  capital  must  not  exceed  (a)  20  [25]  per  cent  of  the  par  value  of  the 
total  stock  or  shares  outstanding  on  that  date,  nor  (b)  the  actual  [cash]  value  of  the  asset 
at  the  date  acquired,  nor  (c)  the  par  value  of  the  stock  issued  in  payment  for  the  asset. 

701  Art.  58.  Application  of  20  [25]  Per  Cent  Limitation  upon  Intangible  Property. — - 

The  20  [25]  per  cent  limitation  upon  intangible  property  purchased  prior  to  March 
3,  1917,  for  or  with  stock  or  shares  of  the  corporation  or  partnership,  applies  not  to  each 
item  or  class  of  intangible  property  separately,  but  to  the  aggregate  amount  of  all  such 
property  so  purchased.  Such  intangible  property  may  be  included  in  the  invested  capital 
only  up  to  an  amount  not  exceeding  20  [25]  per  cent  of  the  total  stock  or  shares  of  the  cor- 
poration or  partnership  on  March  3,  1917,  even  though  the  aggregate  amount  of  such  in- 
tangible property  be  greater  in  value  than  such  20  [25]  per  cent  of  the  par  value  of  the  total 
stock  or  shares. 

Intangible  property  bona  fide  purchased  prior  to  March  3,  1917,  with  stock  having 

702  no  par  value  may  be  included  in  invested  capital  at  a value  not  exceeding  the  actual 
cash  value  of  such  intangible  property  at  the  time  of  the  purchase  and  in  an  amount 

not  exceeding  20  [25]  per  cent  of  the  total  shares  of  stock  outstanding  on  March  3,  1917, 
measured  by  their  value  as  at  the  date  or  dates  of  issue.  [When  purchased  subsequent  to 
March  3,  1917,  same  as  above  except  that  the  25%.applics  lo  tjlc  par  valuc  0f  the  total  stock 
or  shares  of  the  corporation  outstanding  at  the  beginning  of  the  taxable  year,  ^[560.] 

703  Art.  59.  Rules  to  Govern  Cases  where  Shares  or  Securities  are  Issued  for  Mixed 
Aggregate  of  Tangible  and  Intangible  Property. — [In  reading  the  following  it  must 

be  borne  in  mind  that  the  law  now  docs  not  differentiate  between  (1)  patents  and  copy- 
rights and  (2)  other  intangible  property.  Also  sec  Sec.  327(c),  1[568  ] Where  stock  or 
shares  (or  stock  or  shares  and  bonds  or  other  obligations)  have,  prior  to  March  3,  1917,  been 
issued  for  a mixed  aggregate  of — 
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(a)  Tangible  property, 

(b)  Patents  and  copyrights,  and 

(c)  Good  will  or  other  intangible  property, 
the  following  rules  will  govern: 

1.  In  the  absence  of  satisfactory  evidence  to  the  contrary,  it  will  be  presumed 

704  in  the  case  of  a corporation,  that  its  stock  was  issued  for  the  following  purposes  in 
the  order  named: 

(a)  Good  will  or  other  intangible  property, 

(b)  Patents  and  copyrights,  and 

(c)  Tangible  property. 

705  2.  Upon  the  production  by  the  taxpayer  of  evidence  satisfactory  to  the  Com- 
missioner of  Internal  Revenue  as  to  the  actual  values  at  the  date  of  acquisition  of 

(a)  the  tangible  property  and  (b)  the  patents  and  copyrights,  the  sum  of  these  two  items 
may  be  applied  against  the  total  par  value  of  the  securities  issued  and  the  remainder  will 
then  be  deemed  to  represent  the  par  value  of  the  securities  issued  for  the  good  will  or  other 
intangible  property. 

3.  Cases  where  mixed  aggregates  of  tangible  and  intangible  property  have  been 

706  paid  in  for  stock  and  bonds  shall,  if  the  Secretary  of  the  Treasury  is  unable  to  de- 
termine satisfactorily  the  respective  values  of  the  several  classes  of  property  at  the 

time  of  payment,  be  treated  as  coming  under  articles  18  and  24  and  the  tax  shall  be  assessed 
accordingly. 

707  Art.  60.  Valuation  of  Intangible  Assets  Purchased. — Good  will  and  other  similar 
intangible  assets  purchased  with  cash  or  tangible  property  must  be  taken  at  a value 

not  in  excess  of  the  cash  or  actual  cash  value  of  the  tangible  property  specifically  paid 
therefor. 

708  Art.  61.  Surplus  or  Undivided  Profits  Earned  During  any  Year  Excluded  in  Com- 
puting Invested  Capital  for  such  Year. — Profits  earned  during  any  taxable  year  or 

prewar  year  shall  not  be  included  in  the  computation  of  the  invested  capital  for  such  year, 
even  though  set  up  as  “surplus”  upon  the  books  or  distributed  in  the  form  of  stock  dividends. 

709  Art.  62.  Scope  of  Phrase  “Surplus  and  Undivided  Profits.”  [See  ^[855]. — Clause 
(3)  of  subdivision  (a)  of  section  207  [^[558  herein]  authorizes  the  inclusion  in  invested 

capital  of  earned  surplus  and  undivided  profits  used  or  employed  in  the  business.  Inas- 
much as  section  201  provides  that  all  the  income  of  a corporation  * * *. 

shall  be  deemed  to  be  received  from  its  trade  or  business,  all  the  surplus  and  undivided 
profits  of  a corporation  * * * (exclusive  of  undivided  profits  earned  during  the  year), 

from  whatever  source  derived,  will,  unless  invested  in  stocks,  bonds  (other  than  obligations 
of  the  United  States),  or  other  assets,  the  income  from  which  is  not  subject  to  the  excess 
profits  tax,  be  deemed  to  be  used  or  employed  in  the  business  and  may  be  included  in  the 
invested  capital. 

710  Art.  63.  When  Tangible  Property  may  be  Included  in  Surplus. — Where  it  can  be 
shown  by  evidence  satisfactory  to  the  Commissioner  of  Internal  Revenue  that 

tangible  property  has  been  conveyed  to  a corporation  * * * by  gift  or  at  a value, 

accurately  ascertainable  or  definitely  known  as  at  the  date  of  conveyance,  clearly  and 
substantially  in  excess  of  the  cash  or  the  par  value  of  the  stock  or  shares  paid  therefor,  then 
the  amount  of  the  excess  shall  be  deemed  to  be  paid  in  surplus.  The  adopted  value  shall 
not  cover  mineral  deposits  or  other  properties  discovered  or  developed  after  the  date  of 
conveyance,  but  shall  be  confined  to  the  value  accurately  ascertainable  or  definitely  known 
at  that  time. 

Evidence  tending  to  support  a claim  for  a paid-in  surplus  under  these  circumstances 

711  must  be  as  of  the  date  of  conveyance,  and  may  consist,  among  other  things,  of  (1) 
an  appraisal  of  the  property  by  disinterested  authorities,  (2)  the  assessed  value  in 

the  case  of  real  estate,  and  (3)  the  market  price  in  excess  of  the  par  value  of  the  stock  or 
shares. 

712  Art.  64.  Reconstruction  of  Surplus  and  Undivided  Profits  Accounts  [See  f775]. — 
Where  through  failure  to  provide  for  depletion,  depreciation,  obsolescence,  or  other 

expenses  or  losses,  or  where  for  any  other  cause  or  reason  the  books  of  account  of  the  tax- 
payer do  not  show  the  true  paid-in  or  earned  surplus  and  undivided  profits,  in  the  com- 
putation of  invested  capital  such  adjustments  shall  be  made  as  are  necessary  to  arrive  at  a 
statement  of  the  correct  amount. 

Where  a taxpayer  claims  additions  to  the  capital  account,  the  books  of  account  will 

713  be  presumed  to  show  the  true  facts  and  the  burden  of  proof  will  rest  upon  the  tax- 
payer. Such  additions  will  be  accepted  only  to  the  extent  and  under  the  conditions 

stated  below: 
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1.  Amounts  which  have  been  expended  in  the  past  for  the  acquisition  of  plant, 

714  equipment,  tools,  patterns,  furniture,  fixtures,  or  like  tangible  property,  having  a 
useful  life  extending  substantially  beyond  the  year  in  which  the  expenditure  was 

made,  and  which  have  been  charged  as  current  expense,  may  (less  proper  reduction  for 
depreciation  or  obsolescence)  be  added  to  the  surplus  account  in  computing  invested  capital 
when  such  assets  are  still  owned  and  in  active  use  by  the  taxpayer  during  the  taxable  year. 
Special  tools,  patterns,  and  similar  assets  shall  not  be  assigned  any  value  if  their  cost  has 
been  recovered  through  having  been  included  in  the  price  of  goods.  If  their  cost  has  not 
been  so  recovered  and  they  are  held  for  only  occasional  use,  they  shall  not  be  assigned  a 
value  in  excess  of  the  fair  value  based  upon  the  earnings  actully  arising  from  their  currenit 
use.  Assets  of  this  kind  not  in  current  use  shall  not  be  valued  at  more  than  their  nominal 
or  scrap  value. 

2.  Amounts  expended  in  the  past  for  good  will  [see  H688],  trade-marks,  trade- 

715  brands,  franchises,  and  other  intangible  assets  of  a like  character,  are  controlled  by 
the  language  of  the  statute  which  provides  that  such  assets  “shall  be  included  in 

invested  capital  if  the  corporation  or  partnership  made  payment  bona  fide  therefor  specifi- 
cally as  such  in  cash,  or  tangible  property.”  The  Commissioner  of  Internal  Revenue  will 
recognize  additions  to  invested  capital  on  account  of  intangible  assets  only  if  such  assets 
have  been  explicitly  paid  for  in  the  manner  prescribed  by  the  statute.  [This  provision  no 
longer  appears  in  the  Act.  Tangible  property  if  used  as  the  medium  of  exchange  may  be 
valued  at  its  actual  value  at  the  time  of  acquirement  for  stock  or  shares,  see  Sec.  326(a)(2), 
^[557.]  Where  expenditures  have  been  made  for  the  general  development  of  intangible 
assets,  and  charged  as  current  expense,  no  readjustment  thereof  will  be  allowed. 

716  3.  Amounts  under  (1)  and  (2)  above,  expended  on  or  after  March  1,  1913,  will, 
in  the  case  of  a corporation,  be  limited  strictly  to  items  which  have  not  been  de- 
ducted in  computing  taxable  income  upon  its  income  tax  return.  Whenever  a corporation 
has  claimed  and  the  department  has  allowed  a deduction  in  respect  to  its  income  tax,  the 
item  upon  which  the  deduction  is  based  shall  not  be  restored  to  the  surplus  account  nor 
included  in  the  invested  capital. 

717  4.  The  taxpayer  shall  in  his  return  to  the  Commissioner  of  Internal  Revenue  make 
a statement  of  the  proposed  additions,  specifying  the  kinds  and  amounts  of  property 

involved,  the  years  in  which  the  expenditures  were  made,  and  the  method  followed  in 
distinguishing  between  capital  outlays  and  current  expenses. 

5.  The  taxpayer  shall  also  show  that  adequate  provision  has  been  made  for  the 

718  depletion,  depreciation,  or  obsolescence  of  such  of  the  assets  so  acquired  as  arc, 
under  the  rulings  of  the  department,  subject  to  recognized  depreciation. 

719  Art.  65.  Invested  Capital  of  Insurance  Companies. — (a)  The  invested  capital  of  a 
mutual  insurance  company  will  be  deemed  to  consist  of  the  sum  of  (1)  any  surplus 

or  contingent  reserves  maintained  for  the  general  use  of  the  business,  plus  (2)  any  legal 
reserves  the  net  additions  to  which  arc  included  in  the  net  income  subject  to  the  tax — 
subject  to  the  restrictive  provisions  of  article  44  requiring  the  exclusion  of  tax-free  assets 
other  than  obligations  of  the  United  States. 

(b)  The  invested  capital  of  a stock  insurance  company  will  be  deemed  to  consist 

720  of  its  capital  stock,  paid  in  or  earned  surplus  and  undivided  profits  (subject  to  the 
same  restrictive  provision  of  art.  44),  computed  in  accordance  with  the  provisions 

of  article  53. 

INVESTED  CAPITAL— INDIVIDUALS. 

721  Art.  66.  * * * . 

722  Art.  67.  * * * . 

723  Art.  68.  * * * . 

724  Art.  69.  * * * . 

725  Art.  70.  * * * . 

NOMINAL  CAPITAL  [See  H804J. 

726  Comment. — [Corporations  falling  within  the  classification  covered  by  the  following 
arc  not  only  not  subject  to  a distinctive  tax  (Sec.  209,  Excess  Profits  Tax,  Revenue 

Act  of  1917)  for  excess  profits  tax  purposes  but  are  not  subject  to  tax  as  entities  at  all,  being 
classed  as  “personal  service  corporations,”  1502,  which  are  exempt  from  taxation,  f525, 
unless  the  personal  service  feature  be  but  a part  of  the  corporation’s  entire  activities  (and 
that  part  being  responsible  for  at  least  30%  of  the  corporation’s  net  income  from  all  sources) 
in  which  case  Sec.  303,  ^[524  will  apply.] 
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727  Art.  71.  Application  of  Section  209. — Section  209  applies  primarily  to  occupa- 
tions, professions,  trades,  and  businesses  engaged  principally  in  rendering  personal 

service  in  which  the  employment  of  capital  is  not  necessary  and  the  earnings  of  which  arc  to 
be  ascribed  primarily  to  the  activities  of  the  owners. 

In  determining  whether  a trade  or  business  is  [a  personal  service  corporation]  no 

728  weight  will  be  given  to  the  fact  that  it  is  carried  on  by  means  of  personal  service 
unless  the  principal  owners  arc  regularly  engaged  in  the  active  conduct  of  the  trade 

or  business. 

729  Art.  72.  Application  of  Section  209  not  to  be  Affected  by  Mere  Size  of  Capital, 
Form  of  Organization,  etc. — Business  concerns  which  render  professional  or  personal 

service  and  are  of  the  class  normally  [personal  service  corporations]  shall  not  be  taken  out 
of  that  class  merely  because  of  the  size  of  the  capital  if  the  employment  of  such  capital  is 
necessitated  by  delay  and  irregularity  in  the  receipt  of  fees,  etc.,  or  if  such  capital  is  wholly 
or  mainly  used  as  a fund  from  which  to  advance  salaries,  wages,  etc.,  or  to  provide  office 
furniture,  accommodations,  and  equipment,  nor  because  of  the  form  of  organization, 
whether  corporation  * * * 

730  Art.  73.  Agents  and  Brokers  [See  1[816]. — Agents  and  brokers  requiring  and  using 
no  capital  or  merely  a nominal  capital  in  their  business  [if  incorporated,  may  be 

classed  as  “personal  service  corporations”],  but  commission  houses  regularly  employing  a 
substantial  amount  of  capital,  whether  to  lend  to  principals  or  to  carry  goods  on  their  own 
account,  are  not  deemed  to  be  agents  or  brokers  * * * 

731  Art.  74.  Meaning  of  “Nominal  Capital;”  Businesses  which  will  not  be  Deemed 

to  have  Nominal  Capital. — The  term  “nominal  capital”  as  used  in  section  209 

means  in  general  a small  or  negligible  capital  whose  use  in  a particular  trade  or  business  is 
incidental.  The  following  will  not  be  construed  as  businesses  having  a nominal  capital 
for  purposes  of  excess  profits  tax: 

(a)  A business  which  because  of  conditions  arising  from  the  war  or  exceptional 

732  opportunities  for  profits  earns  a disproportionately  high  rate  of  profit  during  the 

taxable  year,  if  it  belongs  to  a class  which  necessarily  and  customarily  requires 

capital  for  its  operation.  In  the  determination  of  doubtful  cases  stress  will  be  laid  upon  the 
normal  relation  of  net  income  to  capital  during  prewar  years; 

(b)  Corporations  which,  although  their  capitalization  is  nominal,  employ  a sub- 

733  stantial  amount  of  capital  in  their  business; 

(c)  A business  having  a substantial  capital,  but  whose  invested  capital  within  the 

734  meaning  of  section  207  is  reduced  to  a nominal  amount  by  the  operation  of  the 
restrictive  clauses  of  that  section,  e.g.,  where  the  capital,  consisting  originally  of  a 

small  amount  of  cash  paid  in,  has  since  appreciated  in  value,  or  where  the  capital  is  largely 
covered  by  indebtedness  or  consists  principally  of  tax-free  securities  or  of  intangible  assets 
built  up  or  developed  by  expenditures  which  have  been  regularly  deducted  as  items  of 
current  expense. 

RETURNS. 

735  Art.  75.  When  a Return  of  Information  as  to  the  Invested  Capital  and  Net  Income 
for  the  Prewar  Period  will  not  be  Required. — For  the  purposes  of  the  excess  profits 

tax,  a return  of  information  with  respect  to  the  invested  capital  and  net  income  for  the 
prewar  period  will  not  be  required  of  a corporation,  * * * in  the  following  cases: 

1.  If  the  taxpayer  accepts  the  minimum  percentage,  viz.,  7 per  cent,  as  the  per- 

736  centage  to  be  used  in  computing  the  deduction  under  article  21;  [may  apply  to 
corporations  willing  to  accept  10%  of  invested  capital  for  taxable  year  plus  $3,000 

as  war-profits  credit  under  Sec.  311  (b)  ^[533]. 

737  2.  * * * . 

This  article  must  not  be  construed  as  not  requiring  a return  of  information  as  to  all 

738  facts  which  may  be  necessary  for  the  ascertainment  of  the  capital  and  income  for 
the  taxable  year  whenever  such  a return  is  required  by  the  Commissioner  of  Internal 

Revenue.  [T.D.  2614,  Dec.  20,  1917.] 

739  Art.  76.  A Married  Woman  May  Make  Separate  Return.  * * * . 

740  Art.  77.  When  Affiliated  Corporations  Must  Furnish  Information  as  to  Inter- 
corporate Relations. — For  the  purpose  of  the  excess  profits  tax  every  corporation 

will  describe  in  its  return  all  its  intercorporate  relationships  with  other  corporations  with 
which  it  is  affiliated,  and  will  furnish  such  information  in  relation  thereto  as  will  enable  the 
Commissioner  of  Internal  Revenue  to  compute  the  amount  of  the  tax  properly  due  from 
each  corporation  on  the  basis  of  an  equitable  and  lawful  accounting. 
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For  the  purpose  of  this  regulation  two  or  more  corporations  will  be  deemed  to  be 

741  affiliated  (1)  when  one  such  corporation  owns  directly  or  controls  through  closely 
affiliated  interests  or  by  a nominee  or  nominees,  all  or  substantially  all  of  the  stock 

of  the  other  or  others,  or  when  substantially  all  of  the  stock  of  two  or  more  corporations  is 
owned  by  the  same  individual  or  partnership,  and  both  or  all  of  such  corporations  are  en- 
gaged in  the  same  or  a closely  related  business;  or  (2)  when  one  such  corporation  (a)  buys 
from  or  sells  to  another  products  or  services  at  prices  above  or  below  the  current  market, 
thus  effecting  an  artificial  distribution  of  profits,  or  (b)  in  any  way  so  arranges  its  financial 
relationships  with  another  corporation  as  to  assign  to  it  a disproportionate  share^of  net 
income  or  invested  capital.  [Read  the  new  law  provisions  at  ^587.] 

742  Art.  78.  When  Affiliated  Corporations  May  be  Required  to  Make  Consolidated 
Return  [See  1[819]. — Whenever  necessary  to  more  equitably  determine  the  invested 

capitaPor  taxable  income,  the  Commissioner  of  Internal  Revenue  may  require  corporations 
classed  as  affiliated  under  article  77  to  furnish  a consolidated  return  of  net  income  and 
invested  capital.  Where  such  consolidated  return  is  required  it  may  be  made  by  any  one 
or  more  of  such  corporations  or  by  all  of  them  acting  jointly;  but  if  such  affiliated  corpora- 
tions, when  requested  to  file  such  consolidated  return,  neglect  or  refuse  to  do  so,  the  Com- 
missioner of  Internal  Revenue  may  cause  an  examination  of  the  books  of  all  such  corpora- 
tions to  be  made  and  a consolidated  statement  to  be  made  from  such  examination.  In 
cases  where  consolidated  returns  are  accepted,  the  total  tax  will  be  computed  in  the  first 
instance  as  a unit  upon  the  basis  of  the  consolidated  return  and  will  be  assessed  upon  the 
respective  affiliated  corporations  in  such  proportions  as  may  be  agreed  among  thdm.  If  no 
such  agreement  is  made  the  tax  will  be  assessed  upon  each  such  corporation  in  accordance 
with  the  net  income  and  invested  capital  properly  assignable  to  it. 

ASSESSMENT  AND  COLLECTION. 

743  Art.  79.  Assessment  and  Collection  Governed  by  Income  Tax  Regulations  [See 
1[585]. — All  excess-profits  taxes  to  which  any  taxpayer  is  subject  shall  be  assessed 

and  collected  at  the  same  times  and  in  the  same  manner  as  provided  with  respect  to  income 
taxes  in  the  income  tax  regulations  in  so  far  as  the  same  are  applicable. 

744  Comment. — [The  “1918  Excess-Profits  Tax  Primer”  cited  in  several  instances  among 
the  small-type  rulings,  immediately  following,  based  on  the  old  law  (Revenue  Act 

of  1917),  was  a Government  publication,  not  otherwise  designated,  issued  originally  as 
“Excess-Profits  Tax  Letters,”  twelve  in  number,  during  February  and  March, 1918.] 

745  Limited  Partnerships  as  Corporations. — Section  10  (a)  of  the  Income  Tax  Act  of 
September  8,  1916,  as  amended,  provides  for  a tax  upon  the  net  income  of  “every 

corporation,  joint-stock  company  or  association,  or  insurance  company,  organized  in  the 
United  States,  no  matter  how  created  or  organized,  but  not  including  partnerships.” 
Section  6 of  the  War  Income  Tax  Act  of  October  3,  1917,  and  Section  407  of  the  Capital 
Stock  Tax  Act  of  September  8,  1916,  contain  language  similar  in  effect.  Section  200  of  the 
War  Excess  Profits  Tax  Act  of  October  3,  1917,  specifying  that  when  used  therein  “the 
term  ‘corporation’  includes  joint-stock  companies  or  associations  and  insurance  com- 
panies,” provides  for  a tax  “upon  the  income  of  every  corporation,  partnership,  or  in- 
dividual.” 

Article  62  of  the  Income  Tax  Regulations  classes  limited  partnerships  as  corporations 

746  for  the  purpose  of  the  income  tax  and  requires  income  from  the  earnings  of  such 
partnerships  to  be  treated  like  dividends  on  corporate  stock.  Article  2 [^598]  of 

the  Excess  Profits  Tax  Regulations  extends  the  term  “corporation”  to  include  limited 
partnerships. 

So  far  as  limited  partnerships  of  the  type  of  partnerships  with  limited  liability  or 

747  partnership  associations  authorized  by  the  statutes  of  Pennsylvania  and  of  a few 
other  States  are  concerned,  no  reason  exists  for  changing  the  regulations.  Such  so- 

called  limited  partnerships,  offering  opportunity  for  limiting  the  liability  of  all  the  members, 
providing  for  the  transferability  of  partnership  shares,  and  capable  of  holding  real  estate 
and  bringing  suit  in  the  common  name,  arc  more  truly  corporations  or  joint-stock  com- 
panies than  partnerships. 

But  the  regulations  require  revision  with  respect  to  limited  partnerships  of  the  type 

748  authorized  by  the  statutes  of  New  York  and  of  most  of  the  States.  Such  limited 
partnerships,  which  cannot  limit  the  liability  of  the  general  partners,  although  the 

special  partners  enjoy  limited  liability  so  long  as  they  observe  the  statutory  conditions, 
which  are  dissolved  by  the  death  or  attempted  transfer  of  the  interest  of  a general  partner, 
and  which  cannot  take  real  estate  or  sue  in  the  partnership  name,  are  so  like  common  law 

WAR  227  TAX 


WAR-PROFITS  AND  EXCESS-PROFITS  TAX  REGULATIONS. 


partnerships  as  to  render  inadvisable  the  differentiation  hitherto  existing  in  the  regulations. 
The  same  considerations  apply  to  the  classification  of  limited  partnerships  for  the 

749  purpose  of  the  capital  stock  tax.  It  is  immaterial  that  partnerships  with  limited 
liability  of  the  Pennsylvania  type  may  not  issue  stock.  They  have  capital  stock  and 

the  interests  of  the  members  arc  shares  within  the  meaning  of  the  statute,  stock  certificates 
being  mere  evidences  of  ownership. 

Therefore,  for  the  purpose  of  the  income  tax,  the  war  income  tax,  the  excess  profits 

750  tax  and  the  capital  stock  tax,  limited  partnerships  of . the  Pennsylvania  type  of 
partnerships  with  limited  liability  are  corporations  or  joint-stock  companies,  and 

limited  partnerships  of  the  New  York  type  are  partnerships.  Article  62  of  the  Income  Tax 
Regulations  and  Article  2 of  the  Excess  Profits  Tax  Regulations  are  modified  accordingly. 
However,  in  doubtful  cases  limited  partnerships  will  be  treated  as  corporations  unless  they 
submit  satisfactory  proof  that  they  are  not  in  effect  so  organized.  (T.D,  2711,  May  9, 
1918.) 

761  Is  a “Massachusetts  Trust”  Taxed  as  a Corporation  or  Partnership? — As  a corpora- 
tion— the  term  “corporation”  includes  joint-stock  companies  or  associations  no  mat- 
ter how  created  or  organized.  (Article  2.)  (Question  10,  1918  Excess  Profits  Tax  Primer.) 

752  A Corporation  Organized  July  1,  1917,  Makes  $2,400  in  the  Last  Half  of  That  Year. 
Is  It  Required  to  Make  Return  and  Pay  Excess  Profits  Tax? — Yes.  A corporation 

engaged  in  business  for  only  a part  of  the  year  must  make  return  if  its  net  income  is  at  the 
rate  of  $3,000  or  more  per  annum.  (This  answer  does  not  apply  in  the  case  of  a corpora- 
tion whose  first  fiscal  year  ends  in  1918,  and  which  has  secured  permission  to  make  its 
return  on  the  basis  of  its  fiscal  year.)  (Question  13,  1918  Excess  Profits  Tax  Primer.) 

753  A Corporation  Had  a Net  Income  of  $10,000  in  1911,  $8,000  in  1912,  and  a Loss  of 
$2,000  in  1913.  What  is  the  “Average  Amount  of  the  Annual  Net  Income  of  the 

Trade  or  Business  During  the  Prewar  Period”  for  the  Purpose  of  Determining  the  Percent- 
age Deduction? — $6,000  ($18,000  divided  by  3).  The  loss  of  $2,000  is  disregarded  inas- 
much as  the  income  tax  law  does  not  permit  the  loss  of  one  year  to  affect  or  reduce  the  profit 
of  another  year.  [Under  the  new  law,  Sec.  320  (b),  1[547,  inasmuch  as  “the  sum  of  the  net 
income  for  such  years”  would  be,  apparently,  $16,000  the  answer  would  be,  apparently, 
$5,333.34.]  (Question  14,  1918  Excess  Profits  Tax  Primer.) 

754  If  a Corporation  During  1917  Made  Less  than  7 Per  Cent,  on  its  Invested  Capital, 
is  it  Required  to  File  an  Excess  Profits  Return? — Every  corporation  having  an  in- 
come for  the  taxable  year  of  $3,000  or  over  is  required  to  file  an  excess  profits  return,  even 
though  its  total  deduction  may  be  in  excess  of  its  net  income.  (Question  41,  1918  Excess 
Profits  Tax  Primer.) 

755  A Corporation  Has  a Gross  Income  in  1917  Amounting  to  $4,000,  But  its  Net  Income 
was  Only  $2,800.  Will  it  be  Regarded  as  “Having  an  Income  for  the  Taxable 

Year  of  $3,000  or  Over”  and  Thus  be  Required  to  File  an  Excess-Profits  Return? — No. 
Under  existing  regulations  (Article  10,  Regulations  No.  41,)  an  excess-profits  return  is  re- 
quired only  when  the  net  income  is  $3,000  or  over.  (Question  75,  1918  Excess  Profits  Tax 
Primer.) 

756  A Domestic  Corporation  Has  a Net  Income  of  $8,000  and  an  Invested  Capital  of 
$100,000.  It  Will  be  Entitled  to  a Deduction  of  at  Least  $10,000,  so  That  it  Will 

Have  no  Excess  Profits  Tax  to  Pay.  Must  it  File  a Return? — Yes.  Whenever  the  net 
income  is  $3,000  or  over,  the  excess-profits  tax  return  will  be  required  regardless  of  the 
amount  of  the  deduction.  (Question  76,  1918  Excess  Profits  Tax  Primer.) 

757  Liability  of  a Corporation  Dissolved  Prior  to  October  4,  1917,  to  the  War  Excess 
Profits  Tax  Imposed  by  the  Revenue  Act  of  October  3,  1917. — Reference  is  made  to 

office  letter  dated  October  27,  1917,  in  which  you  were  informed  that  a corporation  which 
was  dissolved  in  June,  1917,  is  subject  to  tax  under  the  Act  of  September  8,  1916,  and  under 
the  Act  of  March  3,  1917,  but  will  not  be  subject  to  the  tax  imposed  by  the  Act  of  October 
3,  1917,  for  the  reason  that  the  Government  can  not  revive  a dead  corporation  in  order  to 
assess  taxes,  which  are  imposed  by  laws  enacted  subsequent  to  the  dissolution  of  the  corpora- 
tion. .^[This  office  has  had  reason  to  review  the  decision  contained  in  that  letter  and  now 
holds,  in  accordance  with  the  decision  of  the  United  States  Circuit  Court  of  Appeals  in  the 
case  of  Nicholas  F.  Brady,  et  al.,  executors,  v.  Charles  W.  Anderson,  Collector,  reported  in 
Volume. 240,  Fed.  Rep.,  p.  665,  that  a corporation  which  wasTdissolved’during  the  year 
1917,  prior  to  the  approval  of  the  Act  of  October  3,  1917,  is  subject  to  the  t^xe§  imposed 
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by  that  Act.  Ifln  the  case  cited,  suit  was  brought  by  the  executors  against  the  Collector 
of  Internal  Revenue  to  recover  taxes  assessed  and  paid  by  the  executors  under  protest  upon 
income  received  by  Nicholas  F.  Brady  during  his  lifetime  before  the  income  tax  act  of 
October  3,  1913,  was  passed.  Mr.  Brady  died  July  22,  1913;  and  his  executors,  in  accord- 
ance with  the  requirements  of  law  made  a return  of  income  received  by  him  between  March 
1,  the  effective  date  of  the  Act  and  July  22,  1913,  the  date  of  his  death.  Iflt  was  contended 
by  the  representative  of  the  taxpayer  that  income  which  had  been  received  by  the  tax- 
payer who  died  prior  to  the  passage  of  the  Act  was  not  subject  to  tax  under  its  provision, but 
the  Court  held  that:  “The  effect  of  making  the  Act  retroactive  is,  in  our  opinion,  to  apply 
it  to  Brady  exactly  as  if  it  had  been  enacted  March  1,  1913.”  ^[Applying  this  holding  of 
the  Court  to  the  case  of  a domestic  corporation  which  was  dissolved  prior  to  the  enactment 
of  the  Act  of  October  3,  1917,  the  conclusion  is  reached  that  such  corporation  is  subject  to 
the  tax  imposed  by  the  Act  of  October  3,  1917,  and  therefore  in  accordance  with  the  pro- 
visions of  such  Act,  for  the  reason  that  it  is  retroactive  and  in  force  and  effect  as  of  and  from 
the  first  day  of  January,  1917,  and  applies  to  any  and  all  corporations  making  returns  or 
having  a taxable  income  during  the  taxable  period  of  1917,  it  should  file  a return  in  accord- 
ance with  the  provisions  of  the  Act  of  October  3,  1917,  and  pay  the  taxes  imposed  by  such 
Act.  (Letter  to  Joseph  and  Alvin  T.  Sapinsky,  New  York,  N.  Y.,  signed  by  Commissioner 
Daniel  C.  Roper,  and  dated  November  17,  1917.) 

758  Application  of  Articles  18,  23  and  24  of  Regulations  No.  41. — 1.  Article  18  [^[616] 

of  Regulations  No.  41  (which  provides  for  a constructive  capital  * * * in 

cases  in  which  the  deduction  is  determined  under  Section  210  [Sec.  327,  i[565])  applies  only 
to  cases  in  which  the  Secretary  of  the  Treasury  is  unable  satisfactorily  to  determine  the 
invested  capital  for  the  taxable  year,  (including  cases  arising  under  Article  52  [H673]  of 
Regulations  No.  41). 

If  the  deduction  is  so  determined  only  upon  the  ground  that  the  Secretary  of  the 

759  Treasury  is  unable  satisfactorily  to  determine  the  amount  of  invested  capital  for 
the  prewar  period,  but  the  invested  capital  for  the  taxable  year  can  be  satisfactorily 

determined,  the  graduated  rates  prescribed  by  Section  201  [Sec.  301,  H510]  will  be  applied 
upon  the  basis  of  such  actual  invested  capital  for  the  taxable  year  and  not  upon  the  basis 
of  a constructive  capital.  [But  the  plus  or  minus  10%,  T532,  will  have  to  be  provided  for. 
Furthermore  Sec.  327(a),  11565,  is  not,  in  terms,  restricted  to  the  taxable  year.] 

2.  If  neither  the  income  nor  the  invested  capital  for  the  prewar  period  can  be 

760  satisfactorily  determined  by  the  Secretary  of  the  Treasury,  the  deduction  will  be 
computed  under  Section  205  (Article  23  [be  sure  to  read  at  1f623]  of  Regulations  No. 

41)  if  the  invested  capital  for  the  taxable  year  can  be  satisfactorily  determined,  but  if  such 
invested  capital  for  the  taxable  year  cannot  be  satisfactorily  determined  the  deduction  will 
be  computed  as  provided  by  Section  210  (Article  24  [be  sure  to  read  at  H623]  of  Regulations 
No.  41).  (T.D.  2683,  March  26,  1918.) 

761  What  Rate  of  Percentage  Deduction  is  Given  a Taxpayer  Who  Started  in  Business 
after  January  1,  1913? — [In  no  case  less  than  10]  per  cent  of  the  invested  capital. 

(See  Section  [311]  of  the  law,  1[538.)  (Question  16,  1918  Excess  Profits  Tax  Primer.) 

762  Computation  of  Invested  Capital  and  Income  for  the  Pre-war  Calendar  Years  in 
Cases  where  the  Taxpayer’s  Books  were  Kept  on  a Fiscal  Year  Basis  During  the 

Prewar  Period. — Receipt  is  acknowledged  of  your  letter  of  February  7,  1918,  which  reads 
as  follows:  “A  firm  of  New  York  stock  brokers  have  adopted  a fiscal  year  ending  May  1, 
and  propose  to  render  their  excess  profits  tax  return  on. the  basis  of  such  fiscal  year.  May 
this  firm,  in  ascertaining  the  profits  for  the  prewar  period,  use  the  fiscal  years  ending  May 
1,  1911.  May  1,  1912,  and  May  1,  1913,  or  the  fiscal  years  ending  May  1,  1912,  May  1 
1913,  and  May  1,  1914?  Unless  they  arc  permitted  to  do  this,  it  will  practically  require  a 
reconstruction  of  their  books.”  1[In  reply  you  are  advised  that  under  Article  6,  Regulations 
No.  41,  relative  to  the  excess  profits  tax  imposed  by  the  War  Revenue  Act,  approved 
October  3,  1917,  the  prewar  period  means  the  calendar  years  1911,  1912  and  1913.  .[How- 
ever, in  those  cases  where  the  taxpayer  had  established  a fiscal  year  in  effect  during  the 
prewar  period,  it  will  be  permissible  in  ascertaining  the  amount  of  the  capital  invested  and 
the  percentage  of  profit,  to  pro-rate  the  amounts  pertaining  to  the  respective  fiscal  years  in 
arriving  at  the  amounts  applicable  to  the  calendar  years.  For  example,  where  the  fiscal 
year  terminated  on  April  30,  1911,  as  in  the  above  case,  the  amount  of  invested  capital  and 
percentage  of  profit  would  be  four-twelfths  of  the  amount  for  the  fiscal  year  ending  on  that 
date,  and  eight-twclfth6  of  the  amount  for  the  succeeding  fiscal  year,  and  the  same  method 
should  be  continued  to  cover  the  entire  prewar  period.  (Letter  to  Wollman  & Wollman,  New 
York,  N.  Y.,  signed  by  Deputy  Cojnmiisioner  L.  F.  Speer,  and  dated  February  26,  1918.) 


WAR  229  TAX 


WAR-PROFITS  AND  EXCESS-PROFITS  TAX  REGULATIONS. 


763  A Firm  Commenced  Business  April  1,  1911.  What  Period  Should  It  Use  to  De- 
termine Its  Prewar  Earnings  and  Invested  Capital? — All  of  the  years  1912  and  1913. 
The  year  1911  is  disregarded,  as  the  law  provides  that  only  entire  calendar  years  shall  be 
counted.  (Sec  Sec.  [3 10]  of  the  law  [$529]).  Question  15,  1918  Excess  Profits  Tax  Primer.) 

7 64  Notes  for  Stock:  Reserves  for  Taxes:  Apportioning  Invested  Capital  When  Making 
a Return  for  a Period  of  Less  Than  Twelve  Months. — Replying  to  the  questions 
contained  in  your  letter  of  February  18,  1918,  you  are  advised  as  follows: 

1.  Enforciblc  notes  or  other  evidences  of  indebtedness  bearing  a reasonable  rate 

765  of  interest  bona  fide  received  by  a corporation  in  payment  of  its  capital  stock  may 
be  considered  as  tangible  property  in  computing  its  invested  capital  under  the  excess 

profits  tax  law,  but  if  the  interest  thereon  is  not  paid  within  the  taxable  year  such  notes  or 
evidences  of  indebtedness  will  be  presumed  to  be  colorable  only,  and  the  capital  stock  issued 
in  respect  thereof  will  be  excluded  in  determining  invested  capital. 

2.  Reserves  set  aside  out  of  surplus  or  undivided  profits  of  preceding  years  for 

766  payment  of  Federal  or  State  taxes  not  yet  due  can  be  included  in  invested  capital 

for  the  taxable  year  if,  and  to  the  extent  that  such  taxes  were  not  allowable  deduc- 
tions in  computing  net  income  for  the  preceding  taxable  year.  Inasmuch  as  Federal  in- 
come and  excess  profits  taxes  are  not  deductible  in  computing  the  respective  net  incomes 
subject  to  such  tax,  reserves  set  aside  for  the  payment  of  such  taxes  may  be  included  in 
invested  capital.  * * * (Letter  to  The  Corporation  Trust  Company,  signed  by  Com- 

missioner Daniel  C.  Roper,  and  dated  March  20,  1918.) 

767  A Corporation  Has  an  Authorized  Capital  Stock  of  $500,000.  $100,000  was  Issued 
for  Cash.  In  February,  1917,  Another  $100,000  was  Issued  for  Notes.  The 

Balance  is  Unissued.  May  We  Count  Our  Paid  up  Capital  Stock  as  $200,000? — Enforcible 
notes  or  other  evidences  of  indebtedness,  bearing  a reasonable  rate  of  interest,  bona  fide 
and  lawfully  received  by  a corporation  in  payment  for  its  corporate  stock  may  be  consid- 
ered as  tangible  property  in  computing  invested  capital.  But  if  the  interest  on  the  notes 
is  not  paid  within  the  taxable  year  or  if  the  indebtedness  evidenced  thereby  is  not  paid 
within  a reasonable  time,  the  obligations  will  be  presumed  to  be  colorable  only  and  will  be 
excluded  in  computing  invested  capital.  If  there  is  any  agreement  or  understanding  that 
such  obligations  are  to  be  paid  out  of  the  earnings  of  the  corporation  when  distributed  in  the 
form  of  dividends  or  otherwise,  then  the  obligations  will  not  be  regarded  as  tangible  property 
paid  in  and  the  stock  issued  for  them  will  not  be  regarded  as  paid  up  until  the  obligations  are 
actually  paid.  (Question  62,  1918  Excess  Profits  Tax  Primer.) 

768  Surrender  Value  at  Beginning  of  Year  of  Insurance  Policies  Carried  on  Lives  of 
Corporation  Officials  may  be  Included  in  Invested  Capital  of  Corporation  Paying 

the  Premiums. — Reference  is  made  to  your  letter  of  April  13  in  which  you  submit  the  fol- 
lowing question:  Will  insurance  policies  carried  on  lives  of  corporation  officials  be  admitted 

as  part  of  the  invested  capital  of  the  corporation  and,  if  so,  whether  at  the  amount  of 
premiums  paid  or  at  current  surrender  value?  $In  reply  you  are  advised  that  as  premiums 
paid  by  a corporation  for  insurance  on  the  lives  of  its  officers  or  employees  payable  to  it 
can  not  be  deducted  as  expenses  in  computing  taxable  income,  such  insurance  policies 
shall  be  considered  tangible  property  under  Article  47  of  Regulations  41,  and  may  be  in- 
cluded as  invested  capital  of  such  corporation  at  their  cash  surrender  value  at  the  beginning 
of  the  taxable  year.  (Letter  to  E.  G.  Shorrock  & Company,  Seattle,  Washington,  signed 
by  Commissioner  Daniel  C.  Roper,  and  dated  April  27,  1918.) 

769  In  Computing  Invested  Capital  for  the  Purposes  of  the  Excess  Profits  Tax,  may  a 
Corporation  Take  as  the  Value  of  its  Capital  Stock  the  Amount  Fixed  by  the  De- 
partment for  the  Purposes  of  the  Capital  St&ck  Tax? — No.  Each  return  must  be  prepared 
in  accordance  with  the  provisions  of  the  law  under  which  it  is  made.  (Question  25,  1918 
Excess  Profits  Tax  Primer.) 

770  A Corporation  with  a Paid  Up  Capital  Stock  of  $100,000  Had  Accumulated  a Surplus 
of  $20,000  on  December  31, 1914.  In  1915  the  Corporation  Suffered  a Loss  Through 

Fire  Amounting  to  $50,000.  Since  Then  It  Has  Made  Up  $10,000  of  this  Loss.  In  Com- 
puting Invested  Capital  Must  the  Capital  be  Reduced  by  the  Amount  of  the  Loss  Which 
Was  in  Excess  of  the  Surplus  and  Which  Has  Not  Yet  Been  Made  Up?  In  other  Words, 
Will  the  Invested  Capital  Now  Be  Reduced  to  $80,000? — No.  The  invested  capital  will  be 
$100,000.  The  loss  must  be  taken  into  account  only  to  the  extent  that  it  wiped  out  the 
surplus.  The  amount  of  the  original  cash  investment  need  not  be  reduced  for  this  purpose. 
However,  no  new  surplus  can  be  included  in  the  invested  capital  until  the  full  loss  of  $30,000 
chargeable  against  the  capital  account  has  been  made  good.  (Question  69,  1918  Excess 
Profits  Tax  Primer.) 
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771  According  to  Section  207,  Bonds  (other  than  Obligations  of  the  United  States),  the 
Income  from  which  is  not  Subject  to  the  Excess  Profits  Tax,  can  not  be  Included 
in  Invested  Capital.  Section  200  states  that  “The  Term  ‘United  States’  Means  Only  the 
States,  the  Territories  of  Alaska  and  Hawaii,  and  the  District  of  Columbia.”  May  State 
Bonds  be  Included  in  Invested  Capital? — No.  The  above  definition  applies  only  in  a 
geographical  sense.  The  term  “United  States”  in  the  parenthetical  clause  above  is  not 
used  in  a geographical  sense.  Hence,  the  term  “obligations  of  the  United  States”  means 
only  the  obligations  of  the  Federal  Government.  (Question  26,  1918  Excess  Profits  Tax 
Primer.) 

7 72  During  the  Past  Six  Years  a Manufacturer  Has  Carried  a Loan  of  $100,000  from  His 
Bank.  This  is  Used  in  Purchasing  Raw  Materials.  For  Practical  Purposes  it  is  a 
Part  of  His  Working  Capital.  May  he  Include  it  in  His  Invested  Capital? — No.  It  is 
borrowed  money  and  is  specifically  excluded  by  the  law.  [Applies  equally  to  a corpora- 
tion.] (Question  53,  1918  Excess  Profits  Tax  Primer.) 

773  In  July,  1917,  a Patent  Medicine  Concern  with  a Capital  Stock  of  $100,000  and 
Owning  Assets,  Including  Good  Will,  Plainly  Worth  $1,500,000,  Transferred  its 

Assets  to  a New  Corporation,  Receiving  in  Payment  Therefor  the  Total  Capital  Stock  of  the 
New  Company  to  the  Amount  of  $1,500,000.  The  Stock  of  the  Old  Company  was  Then 
Cancelled,  Its  Stockholders  Receiving  in  Exchange  Therefor  the  Stock  of  the  New  Corpora- 
tion. In  Computing  Invested  Capital  May  the  Good  Will  be  Included  up  to  20  [25]  Per  Cent, 
of  the  $1,500,000? — No.  In  the  case  of  a re-organization  after  March  3,  1917,  where  the 
control  of  the  business  remains  in  the  same  hands,  no  asset  transferred  to  the  new  company 
may  be  included  at  a greater  value  than  would  have  been  allowed  to  the  old  company, 
unless  the  asset  is  actually  purchased  with  cash  or  tangible  property.  In  the  above  case,  if 
the  good  will  is  allowed  it  may  not  be  included  at  a value  exceeding  20  [25]  per  cent,  of  the 
$100,000  capital  stock  of  the  old  corporation.  (Question  58,  1918  Excess  Profits  Tax 
Primer.) 

774  A Banking  Corporation  Began  Operations  in  1902.  In  the  Course  of  Twelve  Years, 
for  Reasons  of  Conservatism,  the  Bank  Charged  off  Practically  the  Entire  Value  of 

Its  Building  and  Since  January  1,  1915,  has  been  Carrying  it  on  its  Books  at  the  Nominal 
Figure  of  $1.00.  Can  Any  of  this  Value  be  Restored  for  the  Purpose  of  Computing  In- 
vested Capital? — Yes.  The  building  may  be  taken  at  cost  less  a fair  allowance  for  deprecia- 
tion. However,  any  amounts  which  may  have  been  allowed  as  a deduction  for  depreciation 
under  the  Income  Tax  Law  cannot  be  restored.  (Question  28,  1918  Excess  Profits  Tax 
Primer.) 

7 75  When  Adjustments  are  Made  Under  Schedule  B or  C of  Form  1103,  Must  the 
Corporation  Change  Its  Books  Accordingly? — It  is  not  necessary  that  the  books  be 
changed,  provided  some  permanent  record  of  the  adjustments  be  kept.  (Question  70, 
1918  Excess  Profits  Tax  Primer.) 

7 76  In  Determining  the  Extent  to  which  “Inadmissible  Assets”  May  be  Included  as 
Invested  Capital  Because  of  Indebtedness,  Changes  in  Both  Items  Month  by 
Month  Must  be  Considered. — [Read  the  amendatory  letter  below  at  ^[782].  Reference  is 
made  to  your  letter  of  April  20,  1918,  same  being  in  reply  to  office  letter  of  April  12,  1918. 
In  reply  you  are  advised  that  changes  made  during  the  year  in  inadmissible  assets  should  be 
taken  into  consideration  together  with  any  changes  in  indebtedness  on  a monthly  prorata 
basis  in  determining  invested  capital  for  excess  profits  tax  purposes. 

In  the  case  you  cite  where  a capital  of  $400,000  is  balanced  by  an  equal  sum  in 
7 77  admissible  assets  and  assuming  that  the  indebtedness  remains  constant  during  the 
year,  if  for  example,  on  June  30th,  $100,000  of  admissible  assets  are  converted  into 
inadmissible  assets  the  average  invested  capital  for  the  year  on  a monthly  prorata  basis 
would  be  $350,000. 

If  in  the  same  illustration,  at  the  beginning  of  the  year  the  admissible  assets  were 

778  $420,000  the  inadmissible  assets  $80,000  and  the  indebtedness  $100,000  and  assum- 
ing again  that  the  indebtedness  remains  constant  during  the  year,  the  invested  capital 

as  of  the  beginning  of  the  year  would  be  $400,000.  If  on  June  30th,  $100,000  of  admissible 
assets  are  converted  into  inadmissible  assets,  thus  making  the  total  of  inadmissible  assets 
in  excess  of  the  indebtedness  the  invested  capital  for  the  period  from  July  1st,  to  the  end  of 
the  year  must  be  reduced  to  the  extent  that  the  inadmissible  assets  exceed  the  liabilities. 
The  average  invested  capital  for  the  year  on  a monthly  prorata  basis  in  this  case  would  be 
$360,000. 

7 In  cases  where  changes  are  made  during  the  year  in  both  inadmissible  assets  and 

779  in  indebtedness  the  average  amount  of  each  of  said  items  for  the  full  year  should  be 
ascertained. 
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780  If  the  average  total  of  the  inadmissible  assets  for  the  full  year  is  equal  to  or  less 
than  the  average  total  of  the  indebtedness  for  the  full  year  no  reduction  in  invested 

capital  need  be  made. 

If  the  average  total  of  the  inadmissible  assets  for  the  full  year  is  in  excess  of  the 

781  average  total  of  the  indebtedness  for  the  full  year  invested  capital  must  be  reduced 
bv  the  amount  of  such  excess.  [In  connection  with  the  above  the  following  must  be 

rcad.J  (Letter  to  Baker,  Goodyear  & Co.,  New  Haven,  Conn.,  signed  by  Commissionei 
Daniel  C.  Roper,  and  dated  May  17,  1918.) 

782  Rcferencejsjmade^to  a letter  [1[776  above]  written'by’this'office  to  Baker,  Goodyear 
& Company,  New  Haven,  Conn.,  under  date  of  May  17,  1918,  which  is  reproduced 

on  pages  325  and  3 26,  paragraphs  955  to  960,  of  yourJWar  Tax  Service  for  1918. 

It  appears  that  if  the  rule  outlined  in  said  letter  for  determining  the  extent  to  which 

783  invested  capital  must  be  reduced  in  case  of  changes  in  one  or  both  of  the  items  of 
inadmissible  assets  and  indebtedness  during  the  yeajr  is  correctly  applied  to  the 

illustration  given  in  the  third  paragraph  of  the  letter,  the  average  invested  capital  for  the 
full  year  would  be  $370,000  instead  of  $360,000,  as  stated  in  the  letter. 

In  cases  where  changes  are  made  during  the  year  in  either  of  the  items  of  inad- 

784  missible  assets  or  indebtedness,  the  other  item  remaining  constant,  the  average  of 
the  item  changing  must  be  computed  upon  the  basis  of  the  entire  year  and  not  as 

indicated  in  paragraph  three  of  the  letter,  only  for  the  period  during  which  one  of  such 
items  exceeds  the  other.  If  as  a result  of  this  process  of  averaging,  the  average  amount  of 
inadmissible  assets  for  the  year  is  in  excess  of  the  indebtedness,  the  invested  capital  for 
the  year  must  be  reduced  by  the  amount  of  the  excess. 

The  same  principle  applies  where  there  are  changes  in  both  inadmissible  assets  and 

785  indebtedness  during  the  year  and  is  applied  as  stated  in  paragraphs  four,  five  and 
six  of  the  above  mentioned  letter. 

73G  Since  said  letter  was  published  in  your  War  Tax  Service  and  given  wide  publicity, 
it  is  suggested  that  for  the  information  of  interested  parties,  equal  publicity  be  given 
this  letter,  or  the  pertinent  parts  thereof.  (Letter  to  The  Corporation  Trust  Company, 
signed  by  Commissioner  Daniel  C.  Roper,  and  dated  August  2,  1918.) 

787  C-8  (Form  1103) — Treasury  Stock. — Receipt  is  acknowledged  of  your  letter  of 

April  30,  1918,  in  which  you  inquire  whether  Treasury  Stock  of  a corporation, 
irrespective  of  the  manner  of  acquirement  by  the  corporation,  may  be  included  under  item 
C-8  (Form  1103,)  as  stock,  the  income  from  which  is  not  subject  to  tax,  and  be  offset 
against  indebtedness  and  included  to  the  amount  of  indebtedness.  ^[In  reply  you  are 
advised  that  Treasury  Stock  may  not  be  included  under  item  C-8  (Form  1103),  as  stock, 
the  income  from  which  is  not  subject  to  tax,  and  be  offset  against  indebtedness  and  in- 
cluded to  the  amount  of  indebtedness.  (Letter  to  The  Corporation  Trust  Company, 
signed  by  Commissioner  Daniel  C.  Roper,  and  signed  May  9,  1918.) 


788  Character  of  Appreciation  Allowed  in  Computing  Invested  Capital. — Replying  to 
your  telegram  March  16,  “value  appreciation”  subject  to  income  tax  is  only  such 

appreciation  as  is  determined  and  realized  by  sale  or  other  disposition  of  assets  as  a profit. 
In  computing  invested  capital  the  only  value  appreciation  not  resulting  as  above  which 
may  be  considered  is  in  cases  where  appreciation  actually  exists  and  is  admitted  under 
[Sec.  326  (a)  (2),  H557].  (Telegram  to  John  L.  Steinbugler,  New  York,  N.  Y.,  signed  by 
Commissioner  Daniel  C.  Roper,  and  dated  March  18,  1918.) 

789  In  1900  a Corporation  Was  Organized  and  Took  Over  a Mining  Property  then 
Valued  at  $1,000,000.  For  this  Property  the  Corporation  Issued  Stock  to  the 

Amount  of  $1,000,000.  As  a Result  of  Development,  the  Discovery  of  New  Ore  Bodies, 
etc.,  the  Property  Increased  in  Value  Until  in  1910  Alter  an  Apprasial  It  was  Entered  on 
the  Books  at  $10,000,000  and  the  Surplus  was  Increased  Accordingly.  In  1917  Another 
Appraisal  was  had  and  the  Value  of  the  Property  was  then  Fixed  at  $15,000,000.  The 
Balance  Sheet  of  the  Corporation  Now  Shows  Capital  Stock  of  $1,000,000  and  a Surplus 
of  $20,000,000  of  which  $14,000,000  is  Represented  by  the  Appreciation  in  Value  Above 
Described.  May  the  Appraised  Value  of  the  Property  be  Taken  as  the  Basis  for  Com- 
puting Invested  Capital? — No.  The  excess  profits  tax  law  expressly  places  the  computa- 
tion of  invested  capital  upon  the  basis  of  the  cash  and  other  property  actually  put  into  the 
business  plus  the  earned  surplus  and  undivided  profits,  and  not  upon  that  of  a present 
valuation  or  appraisal  of  its  assets.  Returns  in  which  the  invested  capital  included  surplus 
or  undivided  profits  computed  upon  present  values  as  determined  by  an  appraisal  cannot 
be  accepted.  (Question  35,  1918  Excess  Profits  Tax  Primer.) 
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790  In  1907  a Corporation  Acquired  a Manufacturing  Plant  Valued  at  $500,000,  Issuing 
Therefor  $500,000  of  Capital  Stock.  The  Books  of  the  Corporation  on  December 

31,  1916,  Showed  a Surplus  of  $1,000,000,  Accumulated  through  the  Earnings  of  the 
Business.  Most  of  this  Surplus  was  Invested  in  Increased  Plant  Equipment,  etc.  In 
December,  1917,  the  Property  was  Appraised  (as  of  January  1,  1917)  by  an  Appraisal 
Company  and  the  Value  Fixed  at  $2,500,000,  or  $1,000,000  More  Than  the  Values  Previ- 
ously Shown  on  the  Books.  This  Increase  Was  Attributable  Mainly  to  Increased  Value 
of  Land  and  in  Part  to  Larger  Values  Placed  by  the  Appraisal  Company  Upon  the  Machin- 
ery and  Equipment.  May  This  Appreciation  of  $1,000,000  be  Regarded  as  an  Earned  Sur- 
plus and  the  Value  Fixed  by  the  Appraisal  Company  in  December,  1917,  be  Taken  as  a Basis 
for  Computing  Invested  Capital  for  that  Year? — No.  The  same  rule  applies  here  as  in  the 
case  stated  in  question  No.  35  [^[789  above].  For  the  purposes  of  the  Excess  Profits  Tax 
Law  appreciation  in  the  value  of  property  will  not  be  regarded  as  earned  surplus,  and  an 
appraisal  of  property  upon  current  values  will  not  be  accepted  as  a basis  for  computing 
invested  capital.  (Question  36,  1918  Excess  Profits  Tax  Primer.) 

791  In  1914  a Corporation  Acquired  a Secret  Formula  Valued  at  that  Time  at  $500,000, 
Issuing  Therefor  $500,000  of  Capital  Stock.  May  the  Secret  Formula  be  Included 

in  Invested  Capital  at  this  Figure? — Not  if  this  amount  exceeds  20  [25]  per  cent  of  the  total 
stock  outstanding  March  3,  1917.  Secret  formulae  or  secret  processes  are  regarded  as 
intangibles  and  are  subject  to  the  same  limitations.  (Question  72,  1918  Excess  Profits 
Tax  Primer.) 

792  The  Amount  of  a Dividend  Deemed  to  Have  Been  Paid  from  Earnings  of  Prior 
Years  is  to  be  Included  as  Invested  Capital  to  the  Date  of  Payment,  Crediting  to 

Account  of  Shareholders  Constituting  Payment. — Your  letter  of  April  18th  requests  a 
statement  of  the  rulings  of  this  office  relative  to  the  effect  of  the  declaration  of  dividends 
upon  invested  capital. 

The  situation  as  to  which  you  inquire  is  taken  to  be  that  of  a corporation  which 

793  declares  a dividend  in  one  taxable  year,  say,  in  December,  1917,  the  dividend 
being  payable  in  the  next  taxable  year,  say,  in  March,  1918.  Assuming  that  the 

corporation  had  on  January  1,  1918,  earned  surplus  or  undivided  profits  used  or  employed 
in  the  business,  is  the  amount  of  that  surplus  required  to  be  reduced  by  the  amount  of  the 
dividends  declared?  How  is  the  surplus  permitted  to  be  included  as  invested  capital  affected 
by  the  later  payment  of  the  dividend? 

In  reply  you  are  advised  that  the  declaration  of  a dividend  payable  at  a later  date 

794  does  not  operate,  as  of  the  date  of  declaration,  to  reduce  the  earned  surplus  or 
undivided  profits  which  may  be  included  as  invested  capital  within  the  provisions 

of  Section  207  and  Regulations  No.  41.  Under  Section  31  (b)  of  the  Act  of  September  8, 
1916,  and  Section  1211  of  the  Act  of  October  3,  1917,  the  application  of  which  is  dealt  with 
in  Article  107,  Regulations  No.  33,  Revised,  and  in  Treasury  Decisions  2659  and  2678,  a 
dividend  is  treated  as  paid  from  the  most  recently  accumulated  undivided  profits  or  surplus 
on  hand  at  the  date  of  actual  payment.  The  declaration  of  a dividend  payable  at  a later 
date  operates  simply  to  transfer  the  amount  of  the  dividend  from  unappropriated  surplus 
to  the  dividend  account.  While  a liability  to  stockholders  is  created  by  the  declaration, 
the  amount  of  the  dividend  declared  cannot  be  said  before  the  date  when  the  dividend 
becomes  payable  to  represent  “money  or  property  borrowed.” 

When  the  dividend  so  declared  is  paid,  so  much  of  the  amount  paid  out  as  is  in  excess 

795  of  the  current  earnings  or  profits  at  the  time  of  payment  must,  under  the  Section 
and  Regulations  above  referred  to,  be  treated  as  taken  from  the  surplus  on  hand  at 

the  beginning  of  the  taxable  year  in  which  the  dividend  is  paid.  To  the  extent  that  the 
dividend  is  in  whole  or  in  part  paid  from  that  surplus,  invested  capital  must  be  treated  as 
reduced  as  of  the  date  of  the  payment  of  the  dividend. 

From  and  after  the  date  when  the  dividend  is  actually  payable,  the  amount  which 

796  the  several  stockholders  are  entitled  to  receive  is  to  be  treated  as  if  actually  paid  to 
them,  whether  or  not  it  is  so  paid  in  fact.  If  some  stockholders  voluntarily  leave 

with  the  corporation  amounts  which  they  have  become  entitled  to  demand  and  receive,  such 
amounts  are  to  be  treated  as  borrowed  money  as  truly  as  if  they  had  first  been  paid  over  to 
such  stockholders  and  then  loaned  back  to  the  corporation.  The  earned  surplus  and  un- 
divided profits  on  hand  at  the  beginning  of  the  taxable  year  are  therefore  to  be  treated  as 
reduced  by  the  amount  of  any  dividend  from  that  source,  within  the  Regulations  above 
referred  to,  as  of  the  date  set  for  the  payment  of  the  dividend,  even  though  it  is  not  actually 
paid  in  whole  or  in  part  upon  that  date.  (Letter  to  The  Corporation  Trust  Company, 
signed  by  Commissioner  Daniel  C.  Roper,  and  dated  May  16,  1918.) 
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797  Adjustment  of  1918  Invested  Capital  by  Virtue  of  Use  of  1917  Income  for  Payment 
of  1917  Excess  Profits  and  Income  Taxes. — Your  letter  of  July  24.  If  income  and 

excess  profits  taxes  for  1917  are  actually  paid  in  1918  out  of  the  net  income  for  1917,  and  are 
shown  on  undistributed  net  income  tax  return  item  2 and  designated  upon  books  of  corpora- 
tion as  paid  from  income  of  taxable  year,  then  invested  capital  for  1918  must  be  adjusted 
accordingly.  To  the  extent  that  surplus  or  undivided  profits  as  of  January  1,  1918,  was 
reduced  by  the  payment  of  taxes  in  1918,  the  invested  capital  must  be  reduced  as  of  the  date 
of  tax  payment  and  the  surplus  or  undivided  profits  for  the  purpose  of  invested  capital  must 
be  averaged  in  accordance  with  provisions  of  Article  43,  Regulation  41.  (Telegram  to 
Ilosack  & Hartman,  Inc.,  Pittsburgh,  Penn.,  signed  by  Commissioner  Daniel  C.  Roper 
and  dated  July  29,  1918.) 

798  Section  207  (Clause  3)  Authorizes  the  Inclusion  in  Invested  Capital  of  “Paid  in  or 
Earned  Surplus  and  Undivided  Profits  Used  or  Employed  in  the  Business.”  Can  a 

Corporation  have  any  Surplus  or  Undivided  Profits  which  for  Purposes  of  the  Excess  Profits 
Tax  will  not  be  Deemed  to  be  Used  or  Employed  in  the  Business? — All  the  surplus  and 
undivided  profits  of  a corporation  (exclusive  of  undivided  profits  earned  during  the  year) 
will,  unless  invested  in  assets  the  income  from  which  is  not  subject  to  the  excess  profits 
tax,  be  deemed  to  be  used  or  employed  in  the  business  and  may  be  included  in  the  invested 
capital.  (See  Article  62  of  the  Regulations.)  (Question  23,  1918  Excess  Profits  Tax 
Primer.) 

799  A Corporation  Balances  Its  Books  Monthly,  Carrying  Profits  Into  Surplus  Account. 
Is  the  Capital  as  of  January  1st  Increased  by  the  Addition  of  These  Monthly  Profits 

for  the  Purpose  of  the  Excess  Profits  Tax? — No.  The  law  specifically  excludes  undivided 
profits  earned  during  the  taxable  year.  The  profits  accumulated  during  the  year,  even 
though  entered  on  the  books  as  surplus  before  the  close  of  the  year,  can  not  be  counted  as 
additions  to  the  capital  for  that  year.  (See  Article  61.)  (Question  24,  1918  Excess  Profits 
Tax  Primer.) 

800  On  December  15,  1916,  a Corporation  Declared  a Dividend  to  the  Amount  of 
$100,000,  Payable  March  25,  1917.  Was  the  $100,000  in  Question  Part  of  the 

Invested  Capital  on  January  1,  1917? — Yes.  It  may  be  treated  as  a part  of  the  surplus 
until  paid.  If  at  the  time  of  payment  the  1917  profits  were  sufficient,  the  dividend  will  be 
deemed  to  have  been  paid  out  of  the  1917  profits  and  the  surplus  carried  forward  from  1916 
will  not  be  reduced  on  account  of  this  dividend.  If,  however,  the  1917  earnings  were  not 
sufficient  to  pay  the  dividend,  the  surplus  carried  forward  from  1916  will  be  reduced  by  the 
amount  thereof  required  for  the  payment  of  the  dividend.  (Question  63,  1918  Excess 
Profits  Tax  Primer.) 

801  On  December  31,  1917,  a Corporation  Set  Aside  a Reserve  of  $100,000  to  Pay  the 
Excess  Profits  Tax  Due  in  June,  1918,  in  Case  the  Current  Earnings  Should  not  be 

Sufficient.  May  this  $100,000  be  Included  in  the  Invested  Capital  as  of  January  1 , 1918?— 

Yes.  Although  set  aside  as  a reserve  fund,  it  will  be  regarded  as  a part  of  the  surplus. 
(Question  71,  1918  Excess  Profits  Tax  Primer.)  [Read  ^[858.] 

802  A Conservatively  Managed  Manufacturing  Plant  has  been  Charging  Depreciation 
on  Its  Machinery  at  the  Rate  of  10  Per  Cent  a Year.  A Considerable  Portion  of 

Its  Equipment  has  been  Entirely  Charged  Off  on  Its  Books,  Although  the  Machinery  is  in 
Use  and  at  Present  Prices  is  Worth  Practically  all  it  Originally  Cost.  May  any  of  this 
Depreciation  be  Restored  to  Capital  Account? — Under  the  conditions  imposed  by  Article 
64  of  Regulations  No.  41,  a taxpayer  may,  in  computing  invested  capital,  restore  to  capital 
account  any  depreciation  upon  property  still  in  use  which  was  charged  off  prior  to  March 
1,  1913,  and  is  now  shown  to  have  been  excessive,  and  also  any  depreciation  charged  off 
subsequent  to  March  1,  1913,  which  has  been  disallowed  by  the  Bureau  of  Internal  Revenue. 
(Question  64,  1918  Excess  Profits  Tax  Primer.) 

803  A Proprietary  Medicine  Company  has  Spent  Large  Sums  in  Advertising  and  has 
Thereby  Built  Up  a Good  Will.  May  These  Sums  be  Included  as  Expenditures 

for  a Capital  Asset? — If  the  money  was  spent  from  original  capital  the  original  capital  is  of 
course  allowed.  But  if  these  advertising  bills  were  paid  from  income  and  the  amounts 
charged  to  general  expense  they  can  not  be  included  as  capital.  Good  will  can  be  included 
only  when  bought  and  paid  for  specifically  as  such.  (Question  37,  1918  Excess  Profits 
Tax  Primer.) 
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Personal  Service  Corporations? 

[Law  at  H502,  and  Art.  71  at  ^[727 .] 

804  Nominal  Capital  vs.  Invested  Capital:  Barbers. — In  your  letter  dated  the  14th 
instant,  you  request  a ruling  by  this  office  for  the  purposes  of  the  excess  profits  tax. 

Title  II,  Act  of  October  3,  1917,  on  the  following  statement  of  facts: 

“A  corporation  is  engaged  in  the  business  of  operating  one  or  more  barber  shops 
upon  leased  premises.  The  income  is  derived  from  the  rendition  of  services  by  barbers, 
manicurists,  chiropodists  and  bootblacks.  The  capital  is  invested  in  fixtures,  barber  chairs, 
linens  and  toilet  preparations,  all  used  in  connection  with  and  as  incident  of  the  services 
rendered.” 

In  reply,  you  are  advised  that  this  question  would  seem  to  be  clearly  covered  by 

805  Article  71  [^[727]  of  Regulations  No.  41,  which  provides: 

“Art.  71.  Application  of  section  209. — Section  209  (see  art.  15)  applies  primarily 
to  occupations,  professions,  trades,  and  businesses  engaged  principally  in  rendering  personal 
service  in  which  the  employment  of  capital  is  not  necessary  and  the  earnings  of  which  are  to 
be  ascribed  primarily  to  the  activities  of  the  owners. 

In  determining  whether  a trade  or  business  is  taxable  under  article  15,  no  weight  will 
be  given  to  the  fact  that  it  is  carried  on  by  means  of  persoal  service  unless  the  principal 
owners  are  regularly  engaged  in  the  active  conduct  of  the  trade  or  business.” 

In  other  words,  if  the  principal  stockholders  of  the  corporation  are  actively  engaged 

806  as  barbers,  etc.,  in  the  various  shops,  the  corporation  would  be  taxed  at  the  8% 
rate  under  Section  209,  even  though  other  barbers,  etc.,  are  employed,  but  if  the 

principal  stockholders  are  not  so  actively  engaged,  the  corporation  would  be  taxed  at  the 
graduated  rates  under  Section  201.  (Letter  to  Ivins,  Wolff  & Hoguet,  New  York,  N.  Y., 
signed  by  Commissioner  Daniel  C.  Roper,  and  dated  March  25,  1918.) 

807  Nominal  Capital  vs.  Invested  Capital:  Photographers. — Reference  is  made  to  your 
letter  of  March  7,  1918,  asking  if  the  business  of  a corporation  conducting  a number 

of  photograph  studios  is  subject  to  tax  under  Section  209  of  the  Law.  [See  Art.  71,  ^[727.] 
In  reply  you  are  informed  that  Section  209  applies  primarily  to  occupations,  pro- 

808  fessions,  trades  and  businesses  engaged  principally  in  rendering  personal  services  in 
which  the  employment  of  capital  is  not  necessary  and  the  earnings  of  which  are  to  be 

ascribed  primarily  to  the  activities  of  the  owners.  The  photograph  business  is  one  which 
may  be  classed  as  in  the  nature  of  a profession  or  skillful  pursuit  in  which  the  employment 
of  more  than  a nominal  capital,  and  that  to  furnish  equipment,  supplies,  etc.,  is  not  neces- 
sary. Thus  if  an  individual  or  partnership  engages  in  the  photograph  business  and  owners 
devote Yheir  time  to  the  business  so  that  the  income  may  be  clearly  ascribed  to  their  per- 
sonal services,  such  income  will  be  taxable  under  Section  209,  but  in  determining  whether 
the  business  is’taxable  under  Section  209  no  weight  will  be  given  to  the  fact  that  it  is  carried 
on„by  means  of  personal  services  unless  the  owners  are  regularly  engaged  in  the  active  con- 
duct of  the  trade  or  business. 

This  condition  would  scarcely  obtain  in  the  case  of  a corporation  which  conducts 

809  “a  number  of  Photographic  Studios.”  The  business  would  no  doubt  be  carried  on 
by  employees  other  than  the  owners  and  would  necessitate  the  use  and  employment 

of  a substantial  capital  to  the  use  of  which  the  income  would  be  ascribed.  Indeed,  the 
very  purpose  of  the  corporation  would  be  to  secure  a return  upon  the  capital  invested  in  the 
business.  There  is,  therefore,  an  actual  presumption  that  “a  corporation  conducting  a 
number  of  Photograph  Studios”  does  not  come  within  the  purview  of  Section  209  but  is 
taxable  under  Section  201  of  Title  II  of  the  Act  of  October  3,  1917.  It  should  make  its 
return  accordingly  submitting  therewith  any  explanatory  statement  tending  to  support  the 
contention  that  it  is  engaged  in  rendering  personal  services  to  which  the  income  to  the 
corporation  may  be  ascribed.  (Letter  to  Gallert  & Heilborn,  New  York,  N.  Y.,  signed  by 
Deputy  Commissioner  L.  F.  Speer,  and  dated  April  8,  1918.) 

810  Nominal  Capital  vs.  Invested  Capital:  Vaudeville  Theatres. — Reference  is  made  to 
paragraphs  931  to  936  inclusive,  page  319,  of  your  War  Tax  Service  for  the  year 

1918  [not  reproduced  here]  which  paragraphs  constitute  a quotation  from  a letter  written 
by  this  office  under  date  of  March  30  to  the  Vaudeville  Managers’  Protective  Association  of 
New  York,  in  which,  in  answer  to  question  number  1 submitted  by  the  writers,  it  was  held 
that: 

“The  business  being  one  principally  engaged  in  rendering  personal  services  in  which 
the  employment  of  capital  is  not  necessary  and  the  earnings  of  which  are  to  be  ascribed  pri- 
marily to  the  activities  of  the  owner,” 

and  because  of  this  fact  and  under  the  conditions  stated,  it  was  further  held  that  the  excess 
profits  tax  as  against  the  business  so  operated  would  be  computed  at  the  8%  rate  prescribed 
by  Section  209  [See  Art.  71,  ^727]  of  the  law. 
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Upon  further  consideration  of  this  matter,  it  is  the  opinion  of  this  office  that  the 

811  vaudeville  theatre  business,  almost  without  exception,  is  a business  which  ordinarily 
and  necessarily  requires  for  its  operation  and  conduct,  invested  capital.  The  in- 
come which  it  receives  and  upon  which  it  is  taxable  cannot  be  primarily  ascribed  to  personal 
services  and  is  a direct  result  of  the  capital  used  and  employed  in  the  business. 

It  is  held  therefore  that  unless  otherwise  conclusively  shown,  the  profits  arising 

812  from  the  business  or  trade,  namely,  the  operation  of  a vaudeville  theatre,  are  sub- 
ject to  the  excess  profits  tax  to  be  computed  at  the  graduated  rates  prescribed  by 

Section  201  of  Title  II,  Act  of  October  3,  1917. 

Since  the  original  letter  addressed  to  the  Vaudeville  Managers’  Protective  Associa- 

813  tion  was  published  in  your  Service  and  given  wide  publicity,  it  is  suggested  for  the 
information  of  interested  parties,  that  you  give  the  same  publicity  to  the  foregoing 

ruling.  (Letter  to  The  Corporation  Trust  Company,  signed  by  Commissioner  Daniel  C. 
Roper,  and  dated  May  18,  1918.) 

814  The  Mere  Permitting  of  Profits  to  Accumulate  Will  Not  Remove  a Nominal  Capital 
Corporation  from  that  Class. — Reference  is  made  to  your  letter  of  the  2nd  instant, 

in  which  you  state  that  a corporation  is  engaged  in  selling  merchandise  on  commission,  and 
instead  of  distributing  the  earnings  of  the  corporation  by  way  of  dividend,  they  are  desirous 
of  permitting  such  earnings  to  accumulate.  Such  accumulated  earnings  are  not  used  in  the 
business  but  are  kept  for  investment  purposes,  merely  for  the  convenience  of  its  stock- 
holders. 

In  reply  to  your  second  inquiry,  you  are  informed  that  a business  concern  which 

815  renders  professional  or  personal  services,  or  one  which  requires  no  invested  capital 
for  its  operation  or  not  more  than  a nominal' amount  will  not  be  taken  out  of  the 

classes  of  business  which  are  normally  taxable  under  Article  15  [see  Art.  71,  1J727]  of  Regula- 
tions 41,  merely  because  the  earnings  are  permitted  to  accumulate.  The  burden  of  proof 
is  at  all  times  on  the  taxpayer  to  show  that  the  business  in  which  he  is  engaged  actually 
belongs  to  that  class  which  is  taxable  under  Article  15.  (Letter  to  Rose  & Paskus,  New 
York,  N.  Y.,  signed  by  Deputy  Commissioner  L.  F.  Speer,  and  dated  May  15,  1918.) 

816  A Corporation  is  Engaged  in  the  Brokerage  Business,  Employing  only  a Nominal 
Capital.  According  to  Article  73  of  the  Regulations,  it  is  Taxable  at  the  8 Per 

Cent.  Rate  Under  Section  209  of  the  Law.  Its  Income  Tax  Return  is  Made  Out  on  Form 
1031.  Must  it  Also  Make  Out  a Return  on  Form  1103,  which  Apparently  Relates  Only  to 
Corporations  Having  an  Invested  Capital? — Yes.  Every  corporation  claiming  to  have 
only  a nominal  capital  must  file  a return  on  Form  1103,  however  small  its  capitalization 
may  be.  [The  fact  that  it  is  a personal  service  corporation,  if  it  is  such  a corporation,  will 
be  disclosed  by  the  return  which  it  will  make,  as  a personal  service  corporation,  for  income 
tax  purposes.]  (Question  38,  1918  Excess  Profits  Tax  Primer.) 

817  If  a Corporation  Claiming  to  have  Only  a Nominal  Capital  Files  a Return  on  Form 
1103,  Will  this  not  be  Construed  as  an  Admission  that  it  has  Invested  Capital  and  is 

Taxable  at  the  Graduated  Rates  Under  Section  201? — No.  This  return  is  required  for  the 
sake  of  information,  so  as  to  enable  the  Department  to  determine  the  justice  of  the  claim. 
The  two  forms  (1031  and  1103)  should  be  filed  together  and  should  be  accompanied  by  a 
statement  describing  the  nature  of  the  business,  the  purposes  for  which  the  capital  is  em- 
ployed, and  any  other  facts  tending  to  show  that  the  corporation  is  of  a kind  properly  tax- 
able under  Section  209,  at  the  8 per  cent  rate.  [The  determination  which  will  be  necessary 
for  income  tax  purposes  may  be  ruled  to  be  sufficient.]  (Question  39,  1918  Excess  Profits 
Tax  Primer.) 

818  A Seat  on  a Stock  or  Other  Exchange  is  not  of  Itself  “Invested  Capital.” — Your 

telegram  twenty-first  ultimo.  In  determining  invested  capital  for  purpose  of  excess 
profits  tax  a taxpayer  doing  business  with  invested  capital  may  include  the  cost  of  a seat 
on  the  stock  or  other  exchange  among  admissible  assets,  but  a broker  owning  seat  on  an  ex- 
change and  employing  no  invested  capital  in  his  business  will  not  because  of  his  ownership 
of  such  seat  be  subject  to  the  graduated  rates  prescribed  by  Section  201  [301,  ^[510]  of  Title 
2 of  Act  of  October  3,  1917.  (Telegram  to  O’Brien,  Boardman,  Harper  & Fox,  New 
York,  N.  Y.,  signed  by  Commissioner  Roper,  and  dated  March  5,  1918.) 
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Consolidated  Returns. 

[Law,  U587,  and  Articles  77  and  78,  H740-H742.] 

819  Pursuant  to  Article  78  of  Regulations  41  relative  to  War  Excess  Profits  Tax,  affiliated 
corporations,  as  limited  and  defined  in  paragraphs  C and  D below,  are  hereby- 

directed  to  make  consolidated  returns  for  the  purpose  of  excess  profits  tax.  Affiliated  cor- 
porations other  than  those  falling  within  the  provisions  of  paragraphs  C and  D may  make  a 
consolidated  return  only  after  having  secured  permission  in  writing  from  the  Commissioner 
of  Internal  Revenue.  Affiliated  corporations  are  defined  in  Article  77  of  the  Regulations 
as  follows: 

“For  the  purpose  of  this  regulation  two  or  more  corporations  will  be  deemed  to  be 
affiliated  (1)  when  one  such  corporation  owns  directly  or  controls  through  closely  affiliated 
interests  or  by  a nominee  or  nominees,  all  or  substantially  all  of  the  stock  of  the  other  or 
others,  or  when  substantially  all  of  the  stock  of  two  or  more  corporations  is  owned  by  the 
same  individual  or  partnership,  and  both  or  all  of  such  corporations  are  engaged  in  the  same 
or  a closely  related  business;  or  (2)  when  one  such  corporation  (a)  buys  from  or  sells  to 
another  products  or  services  at  prices  above  or  below  the  current  market,  thus  affecting  an 
artificial  distribution  of  profits;  or  (b)  in  any  way  so  arranges  its  financial  relationships  with 
another  corporation  as  to  assign  to  it  a disproportionate  share  of  net  income  or  invested 
capital.”  [Be  sure  to  read  the  provisions  of  the  new  law,  U587.] 

A.  Two  or  more  corporations  are  not  “affiliated”  merely  because  all  or  substan- 

820  tially  all  of  the  stock  therein  is  owned  by  the  same  corporation,  individual  or  partner- 
ship: they  must  also  be  engaged  in  the  same  or  a closely  related  business. 

821  B.  For  purposes  of  regulation  by  Public  Service  Commissions  or  similar  authorities 
the  identity  of  public  service  corporations,  when  not  grouped  into  one  operating 

unit,  must  be  maintained,  even  though  they  are  owned  by  the  same  corporation  or  tax- 
payer; and  under  such  regulation  the  accounts  of  such  public  service  corporations  are 
deemed  to  reflect  the  true  invested  capital  and  income  of  each  operating  unit.  Accordingly 
railroads,  gas,  electric,  water  and  other  public  service  corporations  when  operated  inde- 
pendently and  not  physically  connected  or  merged — particularly  when  situated  in  different 
jurisdictions  and  subject  to  regulation  by  public  service  commissions — will  not  be  re- 
quired or  permitted  without  special  permission  obtained  in  advance,  to  make  a consolidated 
return.  When,  however,  a railroad  or  other  public  utility  is  owned  by  an  industrial  cor- 
poration and  is  operated  as  a plant  facility  or  as  an  integral  part  of  a group  organization  of 
affiliated  corporations,  and  such  affiliated  corporations  are  required  to  file  a consolidated 
return,  the  return  of  such  railroad  or  other  public  utility  shall  be  included  therein. 

C.  The  words  “all  or  substantially  all  of  the  stock”  as  used  in  the  above  definition 

822  (Article  77)  will  until  further  notice  be  interpreted  as  meaning  an  ownership  of 
95  per  cent  or  more  of  such  stock  by  the  same  taxpayer  during  the  taxable  year. 

823  D.  In  case  of  affiliated  corporations  among  which  there  exist  contracts  or  trade  or 
financial  practices  which  arbitrarily  or  artificially  influence  or  determine  the  amount 

of  the  invested  capital  or  net  income  of  one  or  more  of  the  corporations  so  affiliated  and 
where  95  per  cent  or  more  of  the  stock  of  the  subsidiary  affiliated  corporations  is  owned  by  a 
parent  or  controlling  corporation  or  by  an  individual  or  partnership,  a consolidated  return 
will  be  required. 

E.  A consolidated  return  shall  be  filed  by  the  parent  or  principal  corporation  in 

824  the  office  of  the  collector  of  the  district  in  which  it  has  its  principal  office.  Each 
of  the  other  affiliated  corporations  shall  file  in  the  office  of  the  collector  of  its  res- 
pective district  a return,  entering  thereon  its  name  and  address  and  replying  to  the  questions 
in  Schedule  One,  and  to  questions  1,  2,  3,  4 and  11  on  page  4 of  Form  1103;  and  stating 
also  (1)  that  the  corporation  is  affiliated  with  a designated  parent  or  principal  corporation, 
(2)  that  its  return  is  included  in  the  consolidated  return  of  such  parent  or  principal  corpora- 
tion, and  (3)  the  district  in  which  the  consolidated  return  is  filed. 

F.  Assets  of  affiliated  or  subsidiary  corporations  which  have  to  be  adjusted  to 

825  meet  the  statutory  limitation  prescribed  by  Section  207  shall  be  valued  as  of  con- 
ditions existing  at  the  dates  when  such  assets  were  acquired  by  the  respective 

affiliated  or  subsidiary  corporations  and  not  as  of  the  date  when  the  stock  in  such  affiliated 
or  subsidiary  corporations  was  acquired  by  the  parent  or  controlling  corporation. 

G.  Affiliated  corporations  filing  a consolidated  return  shall  include  in  such  return 

826  (1)  a specific  statement  of  the  number  or  proportion  of  the  shares  in  the  affiliated 
corporations  held  by  the  parent  or  controlling  corporation  during  the  taxable  year, 

and  (2)  a schedule  showing  the  proportionate  amount  of  the  total  tax  which  it  is  agreed 
among  them  is  to  be  assessed  upon  each  affiliated  corporation. 
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H.  If  the  Commissioner  of  Internal  Revenue  upon  examination  of  any  consolidated 

827  return  finds  that  the  tax  cannot  in  his  judgment  be  properly  assessed  upon  the  basis 
of  such  return,  the  affiliated  corporations  covered  by  such  consolidated  return  shall, 

upon  notice  from  the  Commissioner  of  Internal  Revenue,  file  separate  returns.  (T.D. 
2662,  March  6,  1918.) 

828  Consolidated  Returns  of  Affiliated  Corporations  with  Different  Fiscal  Years. — 
Receipt  is  acknowledged  of  your  letter  of  March  13,  in  which  you  make  the  fol- 
lowing inquiry: 

“We  inquire  the  proper  method  of  handling  consolidated  returns  of  affiliated  cor- 
porations under  the  Excess  Profits  Tax  Law  in  cases  where  subsidiary  corporations  main- 
tain their  books  on  a fiscal  year  basis  and  make  returns  for  Income  Tax  purposes  on  a fiscal 
year  basis?” 

In  reply,  you  are  advised  that  when  required,  a consolidated  return  must,  as  to 

829  both  the  parent  or  controlling  corporation  and  its  subsidiaries,  be  made  on  the 
basis  of  the  fiscal  year  of  the  parent  company.  As  to  past  periods,  taxable  income  of 

subsidiaries  must  be  computed  to  the  date  of  the  fiscal  year  of  the  parent  company,  and 
where  the  amounts  do  not  disclose  the  profits  earned  as  of  such  date,  estimates  will  be  ac- 
cepted, but  at  the  close  of  the  succeeding  year  a correct  accounting  must  be  made.  In- 
vested capital  must  be  computed  as  at  the  beginning  of  the  parent  company’s  fiscal  period 
for  both  the  parent  and  subsidiary  company.  (Letter  to  The  Corporation  Trust  Company, 
signed  by  Commissioner  Daniel  C.  Roper,  and  dated  March  23,  1918.) 

830  A Manufacturing  Corporation  Owns  99  Per  Cent,  of  the  Stock  of  Another  Corpora- 
tion which  has  Title  to  Certain  Buildings,  Real  Estate,  and  other  Property  Used 

by  the  Manufacturing  Corporation.  May  They  Make  a Consolidated  Return? — Yes. 
An  associated  or  subsidiary  corporation  which  owns  property  employed  in  the  business  of 
another  corporation  will  be  deemed  to  be  affiliated  with  the  latter  corporation  and  shall  join 
with  it  in  making  a consolidated  return  for  purposes  of  the  excess  profits  tax  if  the  con- 
trolling corporation  owns  95  per  cent,  or  more  [owns  or  controls  substantially  all]  of  the  stock 
of  the  subsidiary.  (Question  59,  1918  Excess  Profits  Tax  Primer.) 

Miscellaneous. 

83 1 Extension  of  Time  for  Filing  Returns  by  Certain  Nonresident  Foreign  Corporations. 
— The  provisions  of  T.D.  2581*,  dated  November  10,  1917,  shall  apply  to  returns 

by  American  citizens  residing  or  travelling  abroad,  including  persons  in  the  military  or  naval 
establishments  of  the  United  States  stationed  or  on  duty  beyond  the  limits  of  the  States 
and  the  Territories  of  Hawaii  and  Alaska. 

Any  such  person  filing  his  return  after  April  1,  1918,  but  on  or  before  Qqtober  1, 

832  1918,  embodying  therein  or  attaching  thereto  a written  statement  showing  that  he 
comes  within  the  classes  designated  by  T.D.  2581,  is  relieved  of  the  necessity  of  filing 

the  supporting  affidavit  required  by  that  Decision. 

The  above  ruling  also  applies  to  War  Excess  Profits  Tax  returns.  (T.D.  2672, 

833  March  16,  1918.) 

*The  provisions  of  T.D.  2445,  February  12,  1917,  (from  time  to  time  amplified  and 

834  extended  to  include  November  1,  1917)  granting  to  nonresident  alien  individuals 
and  corporations  and  American  citizens  residing  abroad  who  because  of  war  condi- 
tions have  not  been  able  to  file  their  returns  of  income  for  1916,  are  hereby  amended  so  as  to 
extend  the  time  in  which  returns  for  1916  and  subsequent  years  may  be  filed,  for  si^gb  period 
as  may  be  necessary  to  and  including  ninety  days  after  the  proclamation  of  the  President  of 
the  United  States  announcing  the  close  of  the  war  with  Germany. 

In  all  such  cases  there  is  required  to  be  attached  to  the  return  an  affidavit  stating 

835  the  cause  or  causes  of  delay  in  filing  returns  of  income  within  time  required  by  law,  in 
order  that,  upon  the  showing  made,  the  Commissioner  of  Internal  Revenue  may  de- 
termine whether  the  failure  to  file  returns  in  time  “was  due  to  a reasonable  cause  and  not  to 
wilful  neglect.”  When  the  showing  justifies  a conclusion  that  the  failure  to  file  returns  in 
time  is  excusable,  no  penalty  by  way  of  addition  to  tax  will  be  imposed.  (T.D.  2581,  Nov. 
10,  1917.) 

836  Liability  of  Domestic  Corporations  Conducting  all  of  Their  Business  Either  in 
Porto  Rico  or  in  the  Philippine  Islands. — This  office  is  in  receipt  of  your  letter  of 

December  19,  1917,  in  which  you  state: 

“A  corporation  organized  under  the  laws  of  the  State  of  New  Jersey  conducts  all  its 
business  and  has  its  plant  in  the  territory  of  Porto  Rico.  Only  the  statutory  office  is  main- 
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taincd  in  New  Jersey.  All  of  its  books  of  account  are  kept  in  Porto  Rico.  Where  should 

this  corporation  make  its  annual  report  for  Income  Tax  and  War  Excess  Profits  purposes?” 

* * * 

It  is  now  held  that  the  war  excess  profits  tax  imposed  by  Title  II  of  the  Act  of 

837  October  3,  1917,  applies  to  every  domestic  corporation  subject  to  the  provisions  of 
the  Act  of  September  8,  1916,  including  corporations  having  their  principal  office, 

keeping  their  accounts,  and  doing  all  their  business  either  in  Porto  Rico  or  in  the  Philippine 
Islands,  and  deriving  all  their  income  from  sources  therein. 

If  such  corporation  has  a place  of  business  in  the  United  States,  its  excess  profits  tax 

838  returns  might  be  filed  in  the  office  of  the  Collector  of  Internal  Revenue  of  the  district 
in  which  such  place  of  business  is  located.  Presumably,  however,  corporations  en- 
titled to  file  in  Porto  Rico  or  the  Philippines  their  income  returns  for  purposes  of  the  tax 
imposed  by  the  original  Act  of  September  8,  1916,  have  no  places  of  business  within  the 
United  States,  and  in  such  case  the  returns  for  the  excess  profits  tax  should  be  filed  with  the 
Collector  of  Internal  Revenue  at  Baltimore,  Md.  With  each  excess  profits  tax  return  of 
such  corporation  should  be  filed  a copy  of  its  return  for  income  tax  made  to  the  proper 
island  authorities.  (Part  of  letter  to  The  Corporation  Trust  Company,  signed  by  Com- 
missioner Daniel  C.  Roper,  and  dated  March  13,  1918.) 

Liberty  Bond  Interest. 

839  Status  of  Interest  on  Liberty  Loan  Bonds  and  Treasury  Certificates  of  Indebtedness 
Issued  Subsequent  to  September  24, 1917,  for  Purposes  of  the  War  Excess  Profits 

Tax. — Sec.  7 [of  the  Second  Liberty  Bond  Act  of  September  24,  1917].  That  none  of  the 
bonds  authorized  by  section  one,  nor  of  the  certificates  authorized  by  section  five,  or  by 
section  six,  of  this  act,  shall  bear  the  circulation  privilege.  All  such  bonds  and  certificates 
shall  be  exempt,  both  as  to  principal  and  interest,  from  all  taxation  now  or  hereafter  im- 
posed by  the  United  States,  any  State,  or  any  of  the  possessions  of  the  United  States,  or  by 
any  local  taxing  authority,  except  (a)  estate  or  inheritance  taxes,  and  (b)  graduated  addi- 
tional income  taxes,  commonly  known  as  surtaxes,  and  excess  profits  and  war-profits  taxes, 
now  or  hereafter  imposed  by  the  United  States,  upon  the  income  or  profits  of  individuals, 
partnerships,  associations,  or  corporations.  The  interest  on  an  amount  of  such  bonds  and 
certificates  the  principal  of  which,  does  not  exceed  in  the  aggregate  $5,000,  owned  by  any 
individual,  partnership,  association  or  corporation,  shall  be  exempt  from  the  taxes  pro- 
vided for  in  subdivision  (b)  of  this  section. 

840  Sec.  11  [of  the  Act  of  September  24,  1917].  * * * 

That  section  two  of  an  act  of  Congress  approved  February  fourth,  nineteen  hundred 

841  and  ten,  entitled  “An  act  prescribing  certain  provisions  and  conditions  under  which 
bonds  and  certificates  of  indebtedness  of  the  United  States  may  be  issued,  and  for 

other  purposes,”  is  hereby  amended  to  read  as  follows: 

“Sec.  2.  That  any  certificates  of  indebtedness  hereafter  issued  shall  be  exempt  from 
all  taxes  or  duties  of  the  United  States  (but,  in  the  case  of  certificates  issued  after  September 
first,  nineteen  hundred  and  seventeen,  only  if  and  to  the  extent  provided  in  connection  with 
the  issue  thereof),  as  well  as  from  taxation  in  any  form  by  or  under  State,  municipal,  or 
local  authority;  and  that  a sum  not  exceeding  one-tenth  of  one  per  centum  of  the  amount 
of  any  certificates  of  indebtedness  issued  is  hereby  appropriated,  out  of  any  money  in  the 
Treasury,  not  otherwise  appropriated,  to  pay  the  expenses  of  preparing,  advertising,  and 
issuing  the  same.” 

842  [Sec.  1 of  the  Act  of  September  28,  1918,  entitled  “An  Act  to  supplement  the  Second 
Liberty  Bond  Act,  as  amended,  and  for  other  purposes.”  Until  the  expiration  of 

two  years  after  the  date  of  the  termination  of  the  war  between  the  United  States  and  the 
Imperial  German  Government,  as  fixed  by  proclamation  of  the  President: 

1.  The  interest  on  an  amount  of  bonds  of  the  Fourth  Liberty  Loan  the  principal 

843  of  which  does  not  exceed  $30,000,  owned  by  any  individual,  partnership,  association, 
or  corporation,  shall  be  exempt  from  graduated  additional  income  taxes,  commonly 

known  as  surtaxes,  and  excess  profits  and  war-profits  taxes,  now  or  hereafter  imposed  by 
the  United  States,  upon  the  income  or  profits  of  individuals,  partnerships,  associations,  or 
corporations; 

2.  The  interest  received  after  January  1,  1918,  on  an  amount  of  bonds  of  the 

844  First  Liberty  Loan  Converted,  dated  either  November  15,  1917,  or  May  9,  1918, 
_ the  Second  Liberty  Loan,  converted  and  unconverted,  and  the  Third  Liberty  Loan, 

the  principal  of  which  does  not  exceed  $45,000  in  the  aggregate,  owned  by  any  individual, 
partnership,  association,  or  corporation,  shall  be  exempt  from  such  taxes:  Provided , 

however , That  no  owner  of  such  bonds  shall  be  entitled  to  such  exemption  in  respect  to  the 
interest  on  an  aggregate  principal  amount  of  such  bonds  exceeding  one  and  one-half  times 
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the  principal  amount  of  bonds  of  the  Fourth  Liberty  Loan  originally  subscribed  for  by  such 
owner  and  still  owned  by  him  at  the  date  of  his  tax  return;  and 

3.  The  interest  on  an  amount  of  bonds,  the  principal  of  which  does  not  exceed 

845  $30,000,  owned  by  any  individual  partnership,  association,  or  corporation,  issued 
upon  conversion  of  3^2  per  centum  bonds  of  the  First  Liberty  Loan  in  the  exercise 

of  any  privilege  arising  as  a consequence  of  the  issue  of  bonds  of  the  Fourth  Liberty  Loan, 
shall  be  exempt  from  such  taxes. 

The  exemptions  provided  in  this  section  shall  be  in  addition  to  the  exemption  pro- 

846  vided  in  section  7 of  the  Second  Liberty  Bond  Act  in  respect  to  the  interest  on  an 
amount  of  bonds  and  certificates,  authorized  by  such  Act  and  amendments  thereto, 

the  principal  of  which  does  not  exceed  in  the  aggregate  $5,000,  and  in  addition  to  all  other 

exemptions  provided  in  the  Second  Liberty  Bond  Act. 

* * * 

847  Attention  is  called  to  Section  7 of  the  Act  of  Congress  approved  September  24,  1917, 
providing  for  the  issue  of  4%  Liberty  Bonds,  Treasury  Certificates  of  Indebtedness 
and  War  Savings  Certificates,  which  reads  as  follows  [1)839  herein): 

You  are  hereby  informed  that  holders  (whether  individuals,  partnerships,  associa- 

848  tions  or  corporations)  of  Liberty  Bonds,  Treasury  Certificates  of  Indebtedness  and 
War  Savings  Certificates  authorized  by  the  Act  of  September  24,  1917,  are  entitled 

to  exemption  from  all  income  and  war  excess  profits  taxes  upon  the  interest  received  on  a 
principal  amount  not  to  exceed  $5,000  face  value  of  such  obligations.  If,  for  example,  the 
holder  owns  $5,000  Treasury  Certificates  of  Indebtedness,  $7,000  4%  Liberty  Bonds,  and 
$1,000  War  Savings  Certificates,  he  will  be  entitled  to  exemption  from  graduated  addi- 
tional income  taxes  and  war  excess  profits  taxes  upon  only  the  interest  received  upon 
$5,000  of  the  aforesaid  obligations.  It  is  immaterial  whether  the  4%  Liberty  Bonds  were 
issued  to  the  holder  in  exchange  for.  Liberty  Bonds  of  the  first  series  or  Treasury  Certificates 
of  Indebtedness,  or  whether  issued  upon  a new  subscription.  The  exemption  is  upon  the 
income  from  $5,000  face  value  of  the  obligations  issued  by  authority  of  the  aforesaid  Act 
of  September  24,  1917.  (T.D.  2585,  Nov.  8,  1917.) 

849  Questions  have  arisen  with  regard  to  the  exemption  of  interest  on  bonds  held  or 
subscribed  for  by  trustees,  partnerships  or  corporations  under  Section  1 of  the  sup- 
plement to  Second  Liberty  Bond  Act,  approved  September  24,  1918.  This  Section  is  as 
follows  [as  it  appears  at  1)842  above): 

The  exemptions  authorized  by  subdivisions  (1)  and  (3)  of  section  one  are  conferred 

850  by  reason  of  the  ownership  of  bonds  therein  referred  to,  while  the  exemption  author- 
ized by  subdivision  (2)  is  a collateral  exemption  conferred  upon  the  bonds  therein 

referred  to  by  reason  of  the  original  subscription  for,  and  continued  holding  of  Fourth 
Liberty  Loan  Bonds. 

* * * 

851  3.  Income  of  a corporation  as  such  is  taxable  to  the  corporation  and  is  not  taxable 
to  the  stockholders.  The  corporation,  and  not  the  stockholders,  is  regarded  as  the 

owner  of  the  bonds  held  by  the  corporation  and  entitled  to  exemption  on  account  of  such 
ownership.  When  bonds  of  the  Fourth  Liberty  Loan  are  subscribed  for  by  the  corpo- 
tion  it,  and  not  the  stockholders,  is  the  original  subscriber  and  entitled  to  the  collateral 
exemption  of  interest  on  bonds  of  previous  issues  on  account  of  such  original  subscription. 
(T.D.  2762,  Oct.  18,  1918.) 

852  The  following  rulings  relative  to  the  application  of  the  income  and  excess  profits 
taxes  to  the  4%  Liberty  Bonds  issued  or  to  be  issued  under  the  Act  of  September  24, 

1917  [1)839  herein]  are  hereby  promulgated: 

1.  Under  the  income  tax  law  * * * interest  paid  within  the  year  on  indebted- 

853  ness  incurred  for  the  purchase  of  Liberty  4’s  may  be  deducted  in  computing  net 

income  * * * 

854  2.  Investments  in  obligations  of  the  U.  S.  including  Liberty  Bonds  of  both  issues 

made  by  a corporation  * * * from  capital,  surplus  or  undivided  profits  will  be 

included  in  invested  capital  for  the  purpose  of  computing  the  deduction  and  rate  of  taxation 
under  the  excessprofits  tax  law;  but  undivided  profits  earned  during  the  taxable  year  can 
not  be  included  in  invested  capital.  (T.D.  2541,  Oct.  20,  1917.) 

855  In  October,  1917  [1918],  a Corporation  Invested  $200,000  of  Its  Current  Earnings  in 
Liberty  Bonds.  May  this  Amount  be  Included  in  the  Invested  Capital  for  1917 

[1918]?  No.  . Although  the  Liberty  Bonds  are  “admissible”  assets,  their  acquisition  did 
pot  affect  the  invested  capital  for  1917  [1918].  Profits  of  a taxable  year,  even  though  car- 
ried to  surplus  account,  cannot  be  included  in  invested  capital  for  that  year.  [See  1)709.) 
(Que?tjon  77,  19J8  Excess  Profits  Tax  Primer.) 
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856  Amount  Invested  in  Liberty  Bonds  Purchased  with  Stock  is  Invested  Capital. — 

Your  telegram  nineteenth  instant.  Investments  made  in  either  issue  of  Liberty 
Bonds  may  be  included  as  invested  capital  for  War  Excess  Profits  Tax  if  actually  owned  and 
received  in  exchange  for  stock  or  shares  or  purchased  out  of  surplus  or  undivided  profits 
earned  prior  to  the  beginning  of  taxable  year.  (Telegram  to  Chas.  M.  Leslie,  Cincinnati, 
Ohio,  signed  by  Commissioner  Daniel  C.  Roper,  and  dated  October  25,  1917.) 

857  Surplus  not  Used  or  Employed  in  Business  is  Invested  Capital  if  Invested  in  Liberty 
Bonds  Provided  Such  Surplus  was  Accumulated  Piior  to  Taxable  Year. — Your 

telegram  twenty-sixth  instant.  Surplus  which  is  not  invested  capital  as  defined  in  section 
two  hundred  seven  of  war  Revenue  Act  if  earned  prior  to  the  taxable  year  and  invested  in 
Liberty  Bonds  will  be  invested  capital  for  excess  profits  tax.  Surplus  not  earned  prior  to 
taxable  year  invested  in  Liberty  Bonds  not  invested  capital.  (Telegram  to  Eliot,  Chaplin, 
Blaynev  and  Bedal,  St.  Louis,  Mo.,  signed  by  Commissioner  Daniel  C.  Roper,  and  dated 
October  27,  1917.) 

858  For  the  Purposes  of  Invested  Capital,  Income  and  Excess  Profits  Taxes  are  Deemed 
to  Have  Been  Paid  out  of  the  Net  Income  for  the  Taxable  Year  for  Which  the  Taxes 

are  Levied. — For  the  purpose  of  determining  invested  capital  under  Title  II  of  the  Act 
of  October  3,  1917,  income  and  excess  profits  taxes  shall  be  deemed  to  have  been  paid  out 
of  the  net  income  for  the  taxable  year  for  which  such  taxes  are  levied.  Amounts  payable 
on  account  of  income  and  excess  profits  taxes  for  any  year  may  be  included  in  computing 
surplus  and  undivided  profits  for  the  succeeding  years  only  for  the  proportionate  part  of 
the  year  represented  by  the  period  of  time  between  the  close  of  the  taxable  year  and  the 
date  or  dates  upon  which  such  taxes  become  due  and  payable.  [Read  ^[801]  (T.  D.  2791, 
February  17,  1919.) 

£59  For  5T859  see  page  244. 
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NOTE. — Differences  between  the  preliminary  edition  and  the  present 
revised  and  enlarged  edition  of  Regulation  No.  45,  Part  II-B,  are 
shown  by  printing  in  brackets  [ ] those  matters  which  were  in  the  old 
but  are  not  in  the  new  edition,  and  by  putting  in  italics  those  matters 
which  are  new  to  the  revised  edition.  Otherwise  the  two  editions  are 
the  same,  except  that  where  an  “illustration”  has  been  completely  changed, 
the  new  “illustration”  only  is  printed. 
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PART  II  B. 

WAR  PROFITS  AND  EXCESS  PROFITS  TAX. 

GENERAL  DEFINITIONS. 

859  Art.  701.  War  Profits  and  Excess  Profits  Tax. — The  war  profits 

500  and  excess  profits  tax,  like  the  income  tax,  is  a tax  upon  net  income. 

597  See  Part  II  A of  the  regulations.  It  applies  only  to  corporations. 

See  section  301  of  ths  statute  and  articles  711-720.  The  terms 
“taxable  year,”  “fiscal  year,”  “personal  service  corporation,”  “paid  or 
accrued”  and  “dividends,”  and  in  general  all  other  terms  used  in  connec- 
tion with  the  income  tax,  have  here  the  same  meaning  as  provided  for 
the  purposes  of  the  income  tax.  See  sections  1,  200  and  201  and  articles 
1501-1510,  1523-1533  and  1541-1549.  For  other  terms  see  sections  310  and 
325  and  articles  771  and  811-818. 

IMPOSITION  OF  TAX. 

860  Art.  7!1.  Imposition  of  Tax. — The  tax  is  imposed  upon  the  net 
510  income  of  every  corporation,  domestic  or  foreign,  except  personal 

service  corporations  and  certain  other  classes  of  corporations.  See 
section  304  of  the  statute  and  articles  751-753.  Special  provisions  of  the 
statute  deal  with  corporations  deriving  net  income  from  Government 
contracts  (see  section  1),  transportation  corporations  (see  article  504),  corpora- 
tions partly  partaking  of  the  nature  of  personal  service  corporations  (see  sec- 
tion 303),  corporations  engaged  in  the  mining  of  gold  (see  section  304), 
foreign  and  abnormal  corporations  (see  section  327),  reorganized  and 
consolidated  corporations  (see  sections  330  and  331),  corporations  making 
their  returns  upon  the  basis  of  a fiscal  year  (see  section  335),  and  corpora- 
tions which  have  sold  mines  or  oil  or  gas  wells  (see  section  337).  For  the 
requirements  as  to  rendering  returns  see  section  336. 

861  Art.  712.  Computation  of  Tax  for  1918. — For  the  taxable  year 

510  1918,  (a)  if  the  net  income,  as  defined  in  section  320  (a)  (3)  of 

the  statute,  is  not  in  excess  of  20  per  cent  of  the  invested  capital,  as 
defined  in  section  326,  then  under  the  first  bracket  the  tax  is  30  per  cent 
of  the  amount  of  the  net  income  in  excess  of  the  excess  profits  credit,  as 
defined  in  section  312,  and  the  second  bracket  is  not  applicable.  ( b ) 
If  the  net  income  is  in  excess  of  20  per  cent  of  tjie  invested  capital,  then 
under  the  first  bracket  the  tax  is  30  per  cent  of  the  excess  of  an  amount 
of  net  income  equal  to  20  per  cent  of  the  invested  capital  over  the  excess 
profits  credit,  and  under  the  second  bracket  the  tax  is  65  per  cent  of  the 
amount  of  the  remaining  net  income  less  any  excess  profits  credit  not  ex- 
hausted under  the  first  bracket.  ( c ) If  the  tax  under  (a)  or  the  aggregate 
tax  under  ( b ) equals  or  exceeds  80  per  cent  of  the  amount  of  the  net  income 
in  excess  of  the  war  profits  credit,  as  defined  in  section  311,  then  the  tax 
under  (a)  or  (b)  is  the  amount  of  the  tax  payable.  But  if  such  tax  is  less 
than  such  80  per  cent,  then  the  tax  payable  is  80  per  cent  of  the  amount  of 
the  net  income  in  excess  of  the  war  profits  credit.  But  see  section  302  and 
articles  731-733. 
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862  Art.  713.  Computation  of  Tax  for  Years  after  1918.— For  the  tax- 

514  able  year  1919  and  subsequent  years,  (a)  if  the  net  income,  as  de- 

fined in  section  320  (a)  (3)  of  the  statute,  is  not  in  excess  of  20 

per  cent  of  the  invested  capital,  as  defined  in  section  326,  then  under  the 
first  bracket  the  tax  payable  is  20  per  cent  of  the  amount  of  the  net  in- 
come in  excess  of  the  excess  profits  credit,  as  defined  in  section  312,  and  the 
second  bracket  is  not  applicable.  ( b ) If  the  net  income  is  in  excess  of  20 
per  cent  of  the  invested  capital,  then  under  the  first  bracket  the  tax  is  20 
per  cent  of  the  excess  of  an  amount  of  net  income  equal  to  20  per  cent  of 
the  invested  capital  over  the  excess  profits  credit,  and  under  the  second 
bracket  the  tax  is  40  per  cent  of  the  amount  of  the  remaining  net  income 
less  any  excess  profits  credit  not  exhausted  under  the  first  bracket.  The 
sum  of  the  taxes  computed  under  the  two  brackets  is  the  tax  payable.  But 
see  the  following  article  and  section  302. 

863  Art.  714.  Computation  of  Tax  on  Income  from  Government  Con- 

517  tracts. — In  the  case  of  a corporation  which  derives  in  any  taxable 

year  after  1918  a net  income  of  more  than  $10,000  from  any  Govern- 
ment contracts  made  after  April  5,  1917,  and  before  November  12,  1918, 
the  tax  shall  be  such  a proportion  of  a tax  computed  at  the  rates  for  1918 
as  the  portion  of  the  net  income  attributable  to  the  Government  contracts 
bears  to  the  entire  net  income,  plus  such  a proportion  of  a tax  computed 
at  the  rates  for  1919  as  the  amount  of  the  remaining  net  income  bears  to 
the  entire  net  income.  In  computing  such  taxes,  however,  the  excess  profits 
credit  and  the  war  profits  credit  applicable  to  the  taxable  year  shall  be 
used.  But  see  section  302  of  the  statute.  The  part  of  the  net  income 
attributable  to  such  Government  contracts  shall  be  determined  in  accord- 
ance with  the  following  article.  See  also  section  1 and  article  1510. 

864  Art.  715.  Allocation  of  Net  Income  to  Particular  Source. — When- 
520  ever  it  is  necessary  to  determine  the  portion  of  the  net  income  de- 
rived from  or  attributable  to  a particular  source,  the  corporation 

shall  allocate  to  the  gross  income  derived  from  such  source,  and  to  the 
gross  income  derived  from  each  other  source,  the  expenses,  losses  and  other 
deductions  properly  appertaining  thereto,  and  shall  apply  any  general 
expenses,  losses  and  deductions  (which  can  not  properly  be  otherwise  ap- 
portioned) ratably  to  the  gross  income  from  all  sources.  The  gross  income 
derived  from  a particular  source,  less  the  deductions  properly  appertaining 
thereto  and  less  its  proportion  of  any  general  deductions,  shall  be  the  net 
income  derived  from  such  source.  The  corporation  shall  submit  with  its 
return  a statement  fully  explaining  the  manner  in  which  such  expenses,  losses 
and  deductions  were  allocated  or  distributed. 

865  Art.  716.  Illustration  of  Computation  of  Tax. — A corporation  has 
an  average  prewar  invested  capital  of  $50,000,  an  average  prewar 

net  income  of  $10,000,  an  invested  capital  for  1918  of  $100,000,  a net  income 
for  1918  of  $40,000,  an  invested  capital  for  1919  of  $110,000,  and  a net 
income  of  $50,000. 

866  (1)  For  1918  the  excess  profits  credit  is  a specific  exemption  of 
$3,000,  plus  8 per  cent  of  the  invested  capital  (i.  e.,  8 per  cent  o 

$100,000)  or  $8,000,  making  a total  of  $11,000.  See  section  312  of  the 
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statute  and  article  791.  The  war  profits  credit  is  a specific  exemption  of 
#3,000,  plus  the  average  prewar  net  income  or  $10,000,  plus  or  minus  10 
per  cent  of  the  difference  between  the  average  prewar  invested  capital  and 
the  invested  capital  for  1918.  In  this  case  it  is  plus,  because  the  invested 
capital  for  1918  is  greater  than  the  average  prewar  invested  capital.  The 
amount  added  is  10  per  cent  of  the  difference  between  $100,000  and  $50,000, 
i.  e.,  10  per  cent  of  $50,000,  or  $5,000  making  a total  war  profits  credit  of 
$18,000.  See  sections  311  and  article  781. 

867  First  bracket. — The  amount  or  portion  of  the  net  income  ($40,000) 
in  excess  of  the  excess  profits  credit  ($11,000)  and  not  in  excess  of 

20  per  cent  of  the  invested  capital  (i.  e.,  20  per  cent  of  $100,000)  or  $20,- 
000  is  $9,000.  The  tax  computed  under  this  bracket  is  30  per  cent  of  this 
amount  (i.  e.,  30  per  cent  of  $9,000)  or  $2,700. 

868  Second  bracket. — The  amount  or  portion  of  the  net  income  ($40,000) 
in  excess  of  20  per  cent  of  the  invested  capital  (i.  e.,  20  per  cent 

of  $100,000)  or  $20,000  is  $20,000.  The  tax  computed  under  this  bracket 
is  65  per  cent  of  this  amount  (i.  e.,  65  per  cent  of  $20,000)  or  $13,000. 

869  Third  bracket. — Eighty  per  cent  of  the  amount  or  portion  of  the 
net  income  in  excess  of  the  war  profits  credit  (i.  e.,  80  per  cent  of 

the  amount  by  which  $40,000  exceeds  $18,000,  or  $22,000)  is  $17,600.  The 
amount  of  the  tax  computed  under  the  first  and  second  brackets  ($2,700 
plus  $13,000)  is  $15,700..  The  tax  computed  under  this  bracket  is  the 
amount  by  which  $17,600  exceeds  $15,700,  or  $1,900. 

870  Total  tax. — The  total  tax  for  1918  is  the  sum  of  the  taxes  computed 
under  the  three  brackets  (i.  e.,  $2,700  plus  $13,000  plus  $1,900)  or 

$17,600. 

871  (2)  For  1919  the  excess  profits  credit  is  a specific  exemption  of 
$3,000  plus  8 per  cent  of  the  invested  capital  (i.  e.,  8 per  cent  of 

$110,000)  or  $8,800,  a total  of  $11,800.  See  section  312  and  article  791. 

872  First  bracket. — The  amount  or  portion  of  the  net  income  ($50,000) 
in  excess  of  the  excess  profits  credit  ($11,800)  and  not  in  excess*  of 

20  per  cent  of  the  invested  capital  (i.  e.,  20  per  cent  of  $110,000)  or  $22,000 
is  $10,200.  The  tax  computed  under  this  bracket  is  20  per  cent  of  this 
amount  (i.  e.,  20  per  cent  of  $10,200)  or  $2,040. 

873  Second  bracket. — The  amount  or  portion  of  the  net  income  ($50,000) 
in  excess  of  20  per  cent  of  the  invested  capital  (i.  e.,  20  per  cent' of 

$110,000)  or  $22,000  is  $28,000.  The  tax  computed  under  this  bracket  is 
40  per  cent  of  this  amount  (i.  e.,  40  per  cent  of  $28,000)  or  $1 1,200. 

874  Total  tax. — The  total  tax  for  1919  is  the  sum  of  the  taxes  computed 
under  the  two  brackets  (i.  e.,  $2,040  plus  $11,200)  or[$13,240. 

876  Art.  717.  Illustration  of  computation  where  no  tax  under  third 
bracket. — If  the  corporation  used  as  an  illustration  in  Article  716 
had  an  average  prewar  net  income  of  $20,000  instead  of  $10,000,  the  excess 
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profits  credit  and  the  tax  for  1918  computed  under  the  first  and  second 
brackets  would  be  the  same,  but  the  war  profits  credit  and  the  tax  computed 
under  the  third  bracket  would  not  be  the  same.  The  war  profits  credit 
would  be  a specific  exemption  of  $3,000  plus  the  average  prewar  net  income 
or  $20,000,  plus  10  per  cent  of  $50,000  (the  difference  in  invested  capital) 
or  $5,000,  making  a total  war  profits  credit  of  $28,000. 

876  Third  bracket . — Eighty  per  cent  of  the  amount  of  the  net  income 
in  excess  of  the  war  profits  credit  (i.  e.,  80  per  cent  of  the  amount  by 

which  $40,000  exceeds  $28,000  or  80  per  cent  of  $12,000)  is  $9,600.  The 
amount  of  the  tax  computed  under  the  first  and  second  brackets  ($2,700 
plus  $13,000)  is  $15,700.  There  is  accordingly  no  tax  under  the  third  bracket, 
as  $9,600  does  not  exceed  $15,700. 

877  Total  tax. — The  total  tax  for  1918  is  the  sum  of  the  taxes  computed 
under  the  three  brackets  (i.  e.,  $2,700  plus  $13,000  plus  nothing)  or 

$15,700.  The  total  tax  for  1919  would,  of  course,  be  the  same  as  in  article 
716. 

878  Art.  718.  Illustration  of  Computation  where  Excess  Profits  Credit 
521  not  Exhausted  under  First  Bracket. — A corporation  has  an  average 

prewar  invested  capital  of  $20,000,  an  average  prewar  net  income  of 
$7,000,  and  invested  capital  and  net  income  for  1918  of  the  same  amounts, 
respectively.  The  excess  profits  credit  is  a specific  exemption  of  $3,000 
plus  8 per  cent  of  the  invested  capital  (i.  e.,  8 per  cent  of  $20,000)  or  $1,600, 
a total  of  $4,600.  The  war  profits  credit  is  a specific  exemption  of  $3,000 
plus  the  average  prewar  net  income  of  $7,000,  a total  of  $10,000.  There 
is  nothing  further  to  be  added  or  deducted  in  this  case,  as  there  is  no  differ- 
ence between  the  average  invested  capital  for  the  prewar  period  and  the 
invested  capital  for  the  taxable  year. 

879  First  bracket. — The  excess  profits  credit  ($4,600)  exceeds  20  per 
cent  of  the  invested  capital  (20  per  cent  of  $20,000)  or  $4,000,  and 

there  is  no  amount  taxable  under  this  bracket. 

880  Second  bracket. — The  portion  of  the  net  income  ($7,000)  in  excess 
of  20  per  cent  of  the  invested  capital  (20  per  cent  of  $20,000)  or 

$4,000  is  $3,000.  In  this  case,  however,  the  full  amount  of  the  excess  profits 
credit  could  not  be  allowed  under  the  first  bracket,  so  that  the  $3,000  which 
would  ordinarily  be  taxable  under  this  bracket  is  reduced  by  the  amount  of 
the  excess  profits  credit  not  allowed  under  the  first  bracket  ($600),  leaving 
only  $2,400  taxable  under  this  bracket.  The  tax  computed  under  this 
bracket  is  65  per  cent  of  this  amount  (i.  e.,  65  per  cent  of  $2,400)  or  $1,560. 

881  Third  bracket. — The  war  profits  credit  ($10,000)  exceeds  the  net 
income  ($7,000),  so  that  there  is  no  tax  under  this  bracket. 

882  Total  tax. — The  total  tax  for  1918  would  be  the  sum  of  the  taxes 
computed  under  the  three  brackets  (i.  e.,  nothing  plus  $1,560  plus 

nothing)  or  $1,560,  were  it  not  that  section  302  provides  that  the  maximum. 
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*ax  shall  not  in  this  case  exceed  $1,200.  See  articles  731-733.  The 
total  tax  for  1918  is  therefore  $1,200. 

883  Art.  719.  Illustration  of  Computation  where  Net  Income  Derived 

517  from  Government  Contract.— -If  in  the  case  of  the  corporation  used 

as  an  illustration  in  article  716  the  $50,000  net  income  for  1919  in- 
cludes $20,000  of  net  income  from  Government  contracts,  the  tax  for  that 
year  would  be  the  sum  of  the  amounts  computed  under  clauses  (1)  and  (2) 
of  section  301  (c)  of  the  statute. 

884  (1)  Under  clause  (1)  the  excess  profits  credit  is  $11,800,  the  same 
as  under  clause  (2).  The  war  profits  credit  is  a specific  exemption 

of  $3,000,  plus  the  average  prewar  net  income,  or  $10,000,  plus  10  per  cent 
of  $60,000  (the  difference  in  invested  capital)  or  $6,000,  making  a total  war 
profits  credit  of  $19,000. 

885  First  bracket. — The  amount  or  portion  of  the  net  income  ($50,000) 
in  excess  of  the  excess  profits  credit  ($11,800)  and  not  in  excess 

of  20  per  cent  of  the  invested  capital  (i.  e.,  20  per  cent  of  $110,000),  or 
$22,000,  is  $10,200.  The  tax  computed  under  this  bracket  is  30  per  cent 
of  this  amount  (i.  e.,  30  per  cent  of  $10,200)  or  $3,060. 

886  Second  bracket. — The  amount  or  portion  of  the  net  income  ($50,000) 
in  excess  of  20  per  cent  of  the  invested  capital  (i.  e.,  20  per  cent  of 

$110,000)  or  $22,000,  is  $28,000.  The  tax  computed  under  this  bracket  is 
65  per  cent  of  this  amount  (65  per  cent  of  $28,000)  or  $18,200. 

887  Third  bracket. — Eighty  per  cent  of  the  amount  of  the  net  income 
in  excess  of  the  war  profits  credit  (i.  e.,  80  per  cent  of  the  amount 

by  which  $50,000  exceeds  $19,000,  or  $31,000)  is  $24,800.  The  amount  of 
the  tax  computed  under  the  first  and  second  brackets  ($3,060  plus  $18,200) 
is  $21,260.  The  tax  computed  under  this  bracket  is  the  amount  by  which 
$24,800  exceeds  $21,260,  or  $3,540. 

888  The  portion  of  the  tax  computed  under  clause  (1)  is  the  same 
proportion  of  the  total  amount  computed  under  the  a’bove  brackets 

at  the  rates  for  1918  (i.  e.,  $3,060  plus  $18,200  plus  $3,540)  or  $24,800, 
as  the  part  of  the  net  income  attributable  to  Government  contracts  ($20,000) 
is  of  the  entire  net  income  ($50,000).  This  portion  of  the  tax  is  therefore 
2/5  of  $24,800  or  $9,920. 

889  (2)  The  portion  of  the  tax  computed  under  clause  (2)  is  the  same 
proportion  of  the  total  amount  computed  at  the  rates  for  1919  or 

$13,240  (for  the  details  see  illustration  for  1919  under  article  716)  as  the 
part  of  the  net  income  not  attributable  to  Government  contracts  ($30,000) 
is  of  the  entire  net  income  ($50,000).  This  portion  of  the  tax  is  therefore 
3/5  of  $13,240  or  $7,944. 

890  (3)  The  total  tax  for  the  year  1919  is  the  sum  of  the  amounts  com- 
puted under  paragraphs  (1)  and  (2)  above  ($9,920  plus  $7,944) 

or  $17,864. 
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891  Art.  720.  Illustration  of  Computation  where  Return  for  Period  of 
Less  than  12  Months. — A corporation  which  has  reported  on  the 

basis  of  the  fiscal  year  ending  March  31,  1918,  later  changes  to  a calendar 
year  basis  and  files  a return  covering  the  9 months  from  April  1,  1918,  to 
December  31,  1918.  It  had  an  average  prewar  capital  of  $50,000,  an  aver- 
age prewar  net  income  of  $3,500,  an  invested  capital  for  the  9 months  end- 
ing Decemder  31,  1918,  of  $120,000,  and  a net  income  for  such  period  of 
$50,000.  The  computation  in  this  illustration  follows  the  directions  contained 
in  return  form  1120  and  proportionately  reduces  items  3 and  8 of  schedule  III 
and  items  1 and  2 of  column  2 of  schedule  IV.  It  should  be  noted  that  this  is  a 
somewhat  different  method  of  arriving  at  the  same  result  which  would  be  reached 
under  a literal  application  of  sections  305,  311  ( a ) (2)  and  326  {d)  of  the  statute. 
The  excess  profits  credit  is  computed  by  adding  the  specific  exemption  of  $3,000 
to  8 per  cent  of  the  full  invested  capital  of  $120,000,  or  $9,600,  a total  of  $12,600, 
and  taking  9/12  of  this  result , or  $9,450,  as  the  excess  profits  credit.  See  item  3 
of  schedule  III  of  form  1120.  The  war  profits  credit  is  computed  by  adding  the 
specific  exemption  of  $3,000  to  10  per  cent  of  the  full  invested  capital  of  $120,000, 
or  $12,000,  a total  of  $15,000,  and  taking  9/12  of  this  result , or  $11,250,  as  the 
war  profits  credit.  See  item  8,  of  schedule  III  of  form  1120.  The  war  profits 
credit  is  computed  in  this  case  under  section  311  {b),  because  the  amount  computed 
under  section  311  ( a ) (2)  is  less  than  10  per  cent  of  the  invested  capital.  The 
amount  computed  under  section  311  {a)  (2)  would  be  the  sum  of  the  average 
prewar  net  income,  or  $3,500,  plus  10  per  cent  of  the  amount  by  which  the  full 
invested  capital  of  $120,000  actually  used  during  the  taxable  period  exceeds  the 
average  prewar  invested  capital  of  $50,000  (i.  e.,  10  per  cent  of  $70,000),  or 
$7,000,  a total  of  $10,500.  See  items  4 and  5 of  schedule  III  of  form  1120, 
This  amount  is  less  than  10  per  cent  of  the  full  invested  capital  for  the  taxable 
year  as  computed  under  section  311  ( b ).  See  item  6 of  schedule  III  of  form  1 120. 

892  First  bracket. — The  amount  or  portion  of  the  net  income  ($50,000)  in 
excess  of  the  excess  profits  credit  ($9,450)  and  not  in  excess  of  9/12  of 

20  per  cent  of  the  invested  capital  (i.  e.,  9/12  of  20  per  cent  of  $120,000),  or 
$18,000,  is  $8,550.  The  tax  computed  under  this  bracket  is  30  per  cent  of  this 
amount  (i.  e.,  30  per  cent  of  $8,550),  or  $2,565. 

893  Second  bracket. — The  amount  or  portion  of  the  net  income  ($50,000)  in 
excess  of  9/12  of  20  per  cent  of  the  invested  capital  (i.  e.,  9/12  of  20  per 

cent  of  $120,000),  or  $18,000,  is  $32,000.  The  tax  computed  under  this  bracket 
is  65  per  cent  of  this  amount  (i.  e.,  65  per  cent  of  $32,000),  or  $20,800. 

894  Third  bracket. — 80  per  cent  of  the  amount  or  portion  of  the  net  income 

in  excess  of  the  war  profits  credit  (i.  e.,  80  per  cent  of  the  amount  by 
which  $50,000  exceeds  $11,250,  or  $38,750),  is  $31,000.  The  amount  of  the 
tax  computed  under  the  first  and  second  brackets  ($2,565  plus  $20,800)  is  $23,365. 
The  tax  computed  under  this  bracket  is  the  amount  by  which  $31,000  exceeds 
$23,365,  or  $7,635. 

895  Total  tax. — The  tax  will  be  the  sum  of  the  taxes  computed  under  the 
three  brackets  (i.  e.,  $2,565  plus  $20,800  plus  $7,635)  or  $31,000. 
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LIMITATION  OF  TAX 

896  Art.  731.  Short  Form  of  Computation  of  Limitation. — In  any  case 

523  where  the  net  income  is  at  least  $20,000  the  computation  under  sec- 
tion 302  of  the  statute  may  be  shortened  as  follows: 

897  (1)  The  tax  imposed  by  subdivision  (a)  of  section  301  shall  not 
exceed  $5,100,  plus  80  per  cent  of  the  amount  of  the  net  income 

in  excess  of  $20,000;  and 

898  (2)  The  tax  imposed  by  subdivision  (b)  of  section  301  shall  not 
exceed  $3,400,  plus  40  per  cent  of  the  amount  of  the  net  income  in 

excess  of  $20,000. 

899  Where  the  net  income  is  less  than  $20,000  the  tax  shall  not  exceed 
30  per  cent  or  20  per  cent,  as  the  case  may  be,  of  the  amount  of  the 

net  income  in  excess  of  $3,000. 

899a  Art.  732.  Limitation  when  Return  for  Fractional  Part  of  Year. — 

When  a return  is  rendered  for  a fractional  part  of  a year  the  limitation 
shall  be  computed  by  taking  that  proportion  of  $3,000  and  of  $20,000,  respec- 
tively, which  the  period  covered  by  the  return  bears  to  a full  year.  The  rates  of 
tax,  however , will  not  be  affected  and  should  be  applied  as  in  the  ordinary  case. 

900  Art.  733.  [732]  Illustration  of  Computation  of  Limitation  of  Tax. — 

If  in  the  illustration  used  in  article  720  the  invested  capital  had  been 
$100,000  and  the  net  income  $80,000,  the  tax  computed  under  section  301  ( a ) 
of  the  statute  would  be  $56,200.  Section  302  provides , however , that  the  tax 
under  section  301  ( a ) shall  not  be  more  than  30  per  cent  of  the  net  income  in  excess 
of  $3,000  and  not  in  excess  of  $20,000  plus  80  per  cent  of  the  net  income  in  excess 
of  $20,000.  In  this  case  the  return  is  for  three-fourths  of  a year  and  the  $3,000 
and  $20,000  are  reduced  to  $2,250  and  $15,000,  respectively.  The  tax  is  there- 
fore 30  per  cent  of  $12,750  ( the  difference  between  $2,250  and  $15,000),  plus 
80  per  cent  of  $65,000  ( the  balance  of  the  net  income ),  a total  of  $55,825.  The 
tax  under  section  301  (a),  amounting  to  $56,200,  will  accordingly  be  reduced 
to  $55,825. 

TAX  WHEN  PARTLY  PERSONAL  SERVICE  BUSINESS 

901  Art.  741.  Apportionment  of  Invested  Capital  and  Net  Income. — 

524  For  the  purpose  of  determining  whether  or  not  a corporation  partly 
partaking  of  the  nature  of  a personal  service  corporation  is  within 

the  scope  of  section  303  of  the  statute  and  also  for  the  purpose  of  estab- 
lishing the  basis  for  the  computation  of  the  tax,  the  corporation  shall 
apportion  or  allocate  its  invested  capital  between  each  trade  or  business 
or  branch  thereof  as  nearly  as  may  be  in  accordance  with  the  actual  facts, 
and  shall  submit  with  its  return  an  explanatory  statement  setting  forth 
the  manner  in  which  the  apportionment  of  the  invested  capital  employed 
in  the  production  of  each  part  of  its  net  income  has  been  determined. 
There  must  be  assigned  to  any  personal  service  trade  or  business  or 
branch  thereof  an  amount  of  invested  capital  at  least  as  great  as  that 
which  would  ordinarily  be  employed  by  a personal  service  corporation 
of  similar  size  and  standing  for  the  payment  of  salaries  and  office  ex- 
penses, maintenance  of  library  and  equipment,  credit  advances  to  clients, 
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etc.  For  the  method  of  determining  the  portion  of  the  net  income  de- 
rived from  each  trade  or  business  or  branch  thereof  see  article  715.  For 
the  definition  of  “personal  service  corporation”  see  articles  1523-1532. 

902  Art.  742.  Computation  of  Tax  upon  Net  Income. — (1)  The  tax 

upon  the  non-personal  service  part  of  the  net  income  is  computed  upon 
the  basis  of  ( a ) such  part  of  the  entire  average  net  income  for  the  prewar 
period  as  was  derived  from  the  same  trade  or  business  or  branch  thereof; 
(b)  such  part  of  the  entire  average  invested  capital  for  the  prewar  period 
as  was  employed  in  the  production  of  the  part  of  the  net  income  for  that 
period  determined  under  ( a );  ( c ) such  part  of  the  entire  invested  capital 
for  the  taxable  year  as  has  been  employed  in  the  production  of  the  net  in- 
come upon  which  the  tax  is  being  computed;  and  ( d ) the  same  proportion 
of  the  specific  exemption  and  credits  as  the  proportion  which  the  part  of 
the  net  income  upon  which  the  tax  is  being  computed  is  of  the  entire  net 
income.  If  the  corporation  was  in  existence  during  the  prewar  period,  but 
did  not  conduct  this  trade  or  business  or  branch  thereof  during  that  period, 
the  war  profits  credit  shall  be  computed  as  provided  in  section  311  (b)  of 
the  statute. 

903  (2)  The  tax  upon  the  personal  service  part  of  the  net  income  is 
the  same  percentage  thereof  as  the  tax  computed  under  (1)  is  of  the 

non-personal  service  part  of  the  net  income.  The  tax  under  this  para- 
graph shall  in  no  case  be  less  than  20  per  cent  of  the  personal  service 
part  of  the  entire  net  income,  unless  the  tax  upon  the  entire  net  income 
if  computed  in  the  ordinary  way  would  be  less  than  20  per  cent  of  such 
entire  net  income.  In  that  event,  and  in  any  case  in  which  the  amount 
of  the  total  tax  as  computed  under  this  article  is  the  same  as  or  greater 
than  the  tax  as  computed  in  the  ordinary  way,  the  tax  shall  be  computed 
under  section  301  of  the  statute.  See  section  302  and  articles  711-720  and 
731-733. 

904  Art.  743.  Illustration  of  Computation  of  Tax  Where  Partly  Personal 
Service  Business. — A corporation  is  engaged  in  contracting  and 

construction  work  (a  non-personal  service  business  in  which  the  employment 
of  capital  is  necessary)  and  also  renders  consulting  engineering  service  (a  per- 
sonal service  business  which  if  constituting  its  sole  business  would  bring  it  with- 
in the  class  of  personal  service  corporations) . It  has  an  average  prewar  invested 
capital  of  $50,000  (of  which  $38,000  was  used  in  contracting  work  and 
$12,000  in  engineering);  an  average  prewar  net  income  of  $52,000  (of 
which  $12,000  was  derived  from  contracting  and  $40,000  from  engi- 
neering); an  invested  capital  for  1918  of  $100,000  (of  which  $81,000  is 
used  in  contracting  and  $19,000  in  engineering);  and  a net  income  for 
1918  of  $90,000  (of  which  $30,000  is  derived  from  contracting  and  $60,000 
from  engineering). 

905  (1)  In  computing  the  tax  upon  the  first  or  non-personal  service 
part  of  the  net  income  (i.  e.,  $30,000  derived  from  contracting)  the 

specific  exemption  is  $1,000  (i.  e.,  the  same  proportion  of  $3,000  which 
$30,000  is  of  the  entire  .net  income  of  $90,000).  The  excess  profits  credit 
is  a specific  exemption  of  $1,000,  plus  8 per  cent  of  the  invested  capital 
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used  in  contracting  (i.  e.,  8 per  cent  of  $81,000)  or  $6,480,  a total  of  $7,480. 
The  war  profits  credit  is  a specific  exemption  of  $1,000,  plus  the  average 
prewar  net  income  derived  from  contracting  or  $12,000,  plus  10  per  cent  of 
$43,000  (the  difference  in  invested  capital  used  in  contracting)  or  $4,300, 
making  a total  of  $17,300. 

906  First  bracket — The  amount  of  the  net  income  derived  from  con- 
tracting ($30,000)  in  excess  of  the  excess  profits  credit  ($7,480)  and 

not  in  excess  of  20  per  cent  of  the  invested  capital  (i.  e.,  20  per  cent  of  $81,000) 
or  $16,200  is  $8,720.  The  tax  under  this  bracket  is  30  per  cent  of  this  amount 
(i.  e.,  30  per  cent  of  $8,720)  or  $2,616. 

907  Second  bracket. — The  amount  of  the  net  income  derived  from  con- 
tracting ($30,000)  in  excess  of  20  per  cent  of  the  invested  capital 

used  in  contracting  (i.  e.,  20  per  cent  of  $81,000)  or  $16,200  is  $13,800.  The 
tax  computed  under  this  bracket  is  65  per  cent  of  this  amount  (65  per  cent 
of  $13,800)  or  $8,970. 

908  Third  bracket. — Eighty  per  cent  of  the  amount  of  the  net  income 
derived  from  contracting  in  excess  of  the  war  profits  credit  (i.  e., 

80  per  cent  of  the  amount  by  which  $30,000  exceeds  $17,300  or  80  per  cent 
of  $12,700)  is  $10,160.  The  amount  of  the  tax  computed  under  the  first 
and  second  brackets  ($2,616  plus  $8,970)  is  $11,586.  There  is  no  tax  under 
this  bracket,  as  $10,160  does  not  exceed  $11,586. 

909  Tax. — The  tax  upon  the  first  portion  of  the  net  income  (i.  e.,  $30,000 
derived  from  contracting)  is  the  sum  of  the  taxes  computed  under 

the  three  brackets  (i.  e.,  $2,616  plus  $8,970  plus  nothing)  or  $11,586.  This 
is  38.62  per  cent  of  $30,000  of  the  net  income  from  contracting. 

910  (2)  The  tax  upon  the  second  or  personal  service  part  of  the  net 
income  (i.  e.,  $60,000  derived  from  engineering)  is  the  same  per- 
centage of  such  part  of  the  net  income  (i.  e.,  38.62  per  cent  of  $60,000)  or 
$23,172. 

911  (3)  The  total  tax  is  the  sum  of  $11,586  (the  tax  upon  the  first  part 
of  the  net  income  derived  from  contracting)  and  $23,172  (the  tax 

upon  the  second  part  of  the  net  income  derived  from  engineering)  or  $34,758. 

EXEMPTIONS. 

912  Art.  751  Corporations  Exempt  From  Tax —A  corporation  whose 

535  net  income  for  a full  taxable  year  of  twelve  months  is  less  than 

3050  $3,000  is  exempt  from  the  tax.  If  the  taxable  period  is  less  than 

twelve  months  the  corporation  is  exempt  from  the  tax  if  its  net 

income  for  the  period  is  less  than  the  same  proportion  of  $3,000  as  the  num- 

ber of  months  in  the  period  is  of  twelve  months,  an y fractional  part  of  a month 
being  counted  as  the  number  of  days  in  such  part  of  a month  divided  by  30. 
Certain  classes  of  corporations,  including  personal  service  corporations, 
named  in  section  231  of  the  statute  are  also  exempt.  See  articles  511-522. 
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913  Art.  752.  Net  Income  Exempt  from  Tax. — If  a corporation  is  en- 
527  gaged  in  the  mining  of  gold,  the  portion  of  its  net  income  derived 

from  that  source  is  exempt  from  tax.  The  tax  on  the  remaining 
portion  of  its  net  income  is  the  proportion  of  the  tax  that  would  have  been 
payable,  had  the  entire  net  income  been  derived  from  other  sources  than  the 
mining  of  gold,  which  such  remaining  portion  of  the  net  income  bears  to  the 
entire  net  income.  For  the  method  of  determining  the  net  income  derived 
from  the  mining  of  gold  see  article  715. 

914  Art.  753.  Illustration  of  Computation  of  Tax  where  Net  Income 

from  Gold  Mining. — In  the  case  of  the  corporation  used  as  an  illus- 
tration in  article  716  let  it  be  assumed  that  it  is  engaged  in  the  mining  both 
of  gold  and  of  other  rare  metals;  that  the  Commissioner  finds  under  article 
715  that  $35,000  of  its  gross  income  is  properly  attributable  to  the  mining 
of  gold;  and  that  $20,000  of  the  deductions  allowed  are  properly  applicable 
to  the  gross  income  from  that  source.  The  portion  of  the  net  income  at- 
tributable to  the  mining  of  gold  and  exempt  from  tax  would  be  $15,000. 
The  remaining  portion  of  the  net  income  is  $25,000  and  the  tax  thereon  is 
the  same  proportion  of  the  tax  computed  on  the  entire  net  income  without  the 
benefit  of  the  exemption  (i.  e.,  a tax  of  $17,600)  which  the  remaining  por- 
tion of  the  net  income  ($25,000)  bears  to  the  entire  net  income  ($40,000). 
The  tax  will  therefore  be  % of  the  tax  of  $17,600  computed  without  the 
benefit  of  the  exemption,  or  $11,000. 

APPORTIONMENT  OF  SPECIFIC  EXEMPTION. 

915  Art.  761.  Apportionment  of  Specific  Exemption. — The  specific  ex- 
528  emption  of  $3,000  is  apportioned  only  in  the  case  where  a return  is 

made  covering  a period  of  less  than  twelve  months.  In  such  a case 
the  specific  exemption  is  the  same  proportion  of  $3,000  as  the  number  of 
months  in  the  period  is  of  twelve  months,  any  fractional  part  of  a month 
being  counted  as  the  number  of  days  in  such  part  of  a month  divided  by  30. 
Thus,  in  the  case  of  a corporation  organized  May  12,  1918,  and  making  a 
return  for  the  period  ending  December  31,  1918,  the  exemption  is  $1,916.67, 
that  is,  the  same  proportion  of  $3,000  as  7 20/30  months  is  of  12  months.  On 
return  form  1120  this  apportionment  is  taken  care  of  by  prorating  items  3 and  8 
of  schedule  III.  This  provision  is  inapplicable  where  the  return  is  made 
for  a full  fiscal  year  beginning  prior  to  January  1,  1918,  and  ending  after  that 
date,  even  though  the  income  for  such  fiscal  year  is  not  subject  to  full  taxation 
under  the  present  statute. 


PREWAR  PERIOD. 

916  Art.  771.  Prewar  Period. — The  prewar  period  in  the  case  of  each 
529  corporation  covers  so  many  of  the  calendar  years  1911,  1912  and 
1913  during  the  whole  of  which  it,  or  a predecessor  trade  or  busi- 
ness, was  in  existence.  See  section  330  of  the  statute  and  articles  931-934. 
If  a new  enterprise  was  launched  in  corporate  form  in  June,  1912,  its  pre- 
war period  would  accordingly  be  the  calendar  year  1913.  The  prewar  period 
when  mentioned  without  reference  to  any  particular  corporation  means  the 
calendar  years  1911,  1912  and  1913. 
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WAR  PROFITS  CREDIT. 

917  Art.  781.  War  Profits  Credit. — Ordinarily  the  war  profits  credit 
530  consists  of  the  sum  of  the  specific  exemption  of  $3,000  and  an  amount 
equal  to  the  average  net  income  of  the  corporation  for  the  prewar 
period,  plus  10  per  cent  of  the  excess  of  the  invested  capital  for  the  taxable 
year  over  the  average  invested  capital  for  the  perwar  period,  or  minus  10 
per  cent  of  the  excess  of  the  average  invested  capital  for  the  prewar  period 
over  the  invested  capital  for  the  taxable  year.  If  a return  is  made  for  a 
period  of  less  than  twelve  months,  the  amount  equal  to  the  average  net 
income  for  the  prewar  period  plus  or  minus  10  per  cent  of  the  difference 
between  the  average  invested  capital  for  the  prewar  period  and  the  invested 
capital  for  the  taxable  year  shall  be  reduced  to  the  same  proportion  thereof 
as  the  number  of  months  in  the  period  is  of  twelve  months.  See  section  305 
of  the  statute  and  article  761.  The  same  result  is  reached  in  schedule  I V of 
return  form  1 120  by  computing  the  war  profits  credit  for  a full  year  and  taking 
a fractional  part  cf  the  result.  If  at  the  time  a return  is  made  the  net  income 
for  the  prewar  period  or  the  difference  between  the  average  invested  capital 
for  the  prewar  period  and  the  invested  capital  for  the  taxable  year  can  not 
be  determined,  the  war  profits  credit  shall  be  computed  in  the  first  instance 
as  provided  in  the  following  article.  If  either  of  these  amounts  can  not 
eventually  be  determined,  the  war  profits  credit  shall  be  finally  determined 
as  provided  in  the  following  article.  See  also  section  327  and  article/  716-720, 
743  and  901. 

91  8 Art.  782.  War  Profits  Credit  where  Meager  Prewar  Net  Income. — - 

533  If  a corporation  had  no  net  income  for  the  prewar  period,  or  if  the 
war  profits  credit  as  ordinarily  computed  (exclusive  of  the  specific 
exemption  of  $3,000)  is  less  than  10  per  cent  of  its  invested  capital  for  the 
taxable  year,  then  the  war  profits  credit  consists  of  the  sum  of  the  specific 
exemption  of  $3,000  and  an  amount  equal  to  10  per  cent  of  the  corpora- 
tion’s- invested  capital  for  the  taxable  year.  See  article  720. 

919  Art.  783.  War  Profits  Credit  where  no  Prewar  Period. — If  a cor- 

536  poration  had  no  prewar  period,  then  the  war  profits  credit  consists  of 

the  sum  of  the  specific  exemption  of  $3,000  and  an  amount  equal  to 
the  same  percentage  of  the  invested  capital  for  the  taxable  year  as  the  aver- 
age percentage  of  net  income  to  invested  capital  for  the  prewar  period  of 
corporations  engaged  in  a trade  or  business  of  the  same  general  class  as  that 
conducted  by  the  taxpayer,  but  not  less  than  10  per  cent  of  its  invested 
capital  for  the  taxable  year.  The  war  profits  credit  shall  be  computed 
in  the  first  instance  on  the  basis  of  10  per  cent  of  the  invested  capital,  and 
when  the  average  percentage  of  corporations  engaged  in  the  same  general 
class  of  trade  or  business  has  been  determined  the  amount  of  the  tax  will 
if  necessary  be  recomputed.  See  section  250  of  the  statute  and  articles  784 
and  1001. 

920  Art.  784.  War  Profits  Credit  where  no  Prewar  Period  in  Special 

539  Circumstances. — If  a corporation  had  no  prewar  period,  but  ( a ) if 

a majority  of  its  stock  at  any  time  during  the  taxable  year  was 
owned  or  controlled  by  a corporation  which  was  in  existence  during  the 
whole  of  at  least  one  calendar  year  during  the  prewai  period,  or  ( h ) if  50 
per  cent  or  more  of  its  gross  income  c nsisted  of  income  derived  from  Govern- 
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ment  contracts  made  after  April  5,  1917,  and  before  November  12,  1918, 
then  the  war  profits  credit  is  to  be  determined  as  provided  in  article  782 
instead  of  in  the  manner  provided  in  article  783.  See  section  1 of  the  statute 
and  article  1510. 

921  Art.  785.  War  Profits  Credit  in  the  Case  of  Affiliated  Corpor- 

540  ations. — [A  foreign  corporation  is  entitled  to  the  same  war 

588  profits  credit  as  a domestic  corporation  in  similar  circumstances,  but 

less  in  each  instance  the  specific  exemption  of  $3,000.]  In  the  case 
of  affiliated  corporations  making  a consolidated  return  only  one  specific 
exemption  of  $3,000  is  allowed.  See  also  sections  240  and  305  [and  327],  of 
the  statute  and  article  761  [and  901]. 

EXCESS  PROFITS  CREDIT 

922  Art.  791.  Excess  Profits  Credit. — The  excess  profits  credit  con- 

541  sists  of  the  specific  exemption  of  $3,000  plus  an  amount  equal  to  8 

per  cent  of  the  invested  capital  for  the  taxable  year,  [except  that  a 

foreign  corporation  is  entitled  only  to  a credit  of  an  amount  equal  to  8 per 
cent  of  its  invested  capital  for  the  taxable  year  without  the  specific  exemp- 
tion of  $3,000].  In  the  case  of  affiliated  corporations  making  a consolidated 
return  only  one  specific  exemption  of  $3,000  is  allowed.  See  also  sections 
240  and  305,  [and  327]  of  the  statute  and  articles  716-720,  743  and  761  [and 
901]. 

NET  INCOME 

923  Art.  801.  Net  Income. — The  net  income  of  a corporation  for  th 

543  purpose  of  the  imposition  of  the  war  profits  and  excess  profits  tax 

is  the  same  net  income  as  determined  for  the  purpose  of  the  income 
tax.  See  section  232  of  the  statute  and  article  531.  For  the  prewar  period, 
however,  the  net  income  of  a corporation  is  to  be  ascertained  in  the  case 
of  the  calendar  years  1911  and  1912  as  provided  in  section  38  of  the  Act 
of  August  5,  1909,  and  in  the  case  of  the  calendar  year  1913  as  provided 
in  section  II  of  the  Act  of  October  3,  1913,  except  that  in  either  case  the 
amount  of  any  taxes  imposed  by  section  38  of  the  Act  of  August  5,  1909, 
and  paid  within  the  year  in  question  should  be  included  and  that  in  the  case 
of  the  calendar  year  1913  any  dividends  received  from  other  corporations 
taxed  under  section  II  of  the  Act  of  October  3,  1913,  should  be  deducted. 

924  Art.  802.  Prewar  Net  Income  of  Affiliated  Corporations. — The 

587  consolidated  net  income  of  affiliated  corporations  for  the  prewar 
period  shall  be  the  average  consolidated  [aggregate  of  the  average]  net 
income  for  the  prewar  years  of  such  of  the  several  corporations  included  in 
the  consolidation  for  the  taxable  year  as  were  affiliated  during  the  prewar 
period  plus  the  aggregate  of  the  average  net  income  for  each  of  the  corporations 
not  affiliated  during  the  prewar  period  which  [whether  or  not  affiliated  during 
such  prewar  period,  as]  were  in  existence  during  all  of  the  prewar  period 
or  during  at  least  one  full  year  within  [of]  the  prewar  period.  The  net  in- 
come of  a subsidiary  corporation  organized  during  the  prewar  period  by  an 
existing  corporation  shall  also  be  included.  See  also  sections  240  and  330 
of  the  statute  and  articles  631-638  and  931-934.  . 

TERMS  RELATING  TO  INVESTED  CAPITAL 

925  Art.  811.  Intangible  and  Tangible  Property. — Intangible  prop- 

549  erty  includes  patents  and  good  will  and  other  like  property.  Tan- 

550  gible  property  includes  all  property  other  than  intangible  property. 
Most  contracts  are  intangible  property  and  in  the  absence  of  a specific 

WAR  255  TAX 


Reg.  45.  Part  II-B. — Revised. — See  Note  on  page  241. 

WAR-PROFITS  AND  EXCESS-PROFITS  TAX  REGULATIONS. 


ruling  by  the  Commissioner  to  the  contrary  should  be  so  regarded  for  the 
purpose  of  making  returns.  A contract  may  be  treated  as  tangible  property 
only  after  the  submisssion  of  a full  statement  as  to  its  exact  nature  showing 
to  the  satisfaction  of  the  Commissioner  that  it  relates  to  rights  in  tangible 
property  to  such  an  extent  that  its  value  arises  chiefly  therefrom.  Asso- 
ciated Press,  United  Press  and  similar  franchises,  and  subscription  lists  and 
mailing  lists,  are  intangible  property. 

926  Art.  812.  Borrowed  Capital:  Securities. — Any  interest  in  a cor- 

551  poration  represented  by  bonds,  debentures  or  other  securities,  by 

561  whatever  name  called,  including  so-called  preferred  stock,  if  with 

respect  to  the  payment  of  either  interest  or  principal  it  ranks  with 
or  prior  to  the  interest  of  the  general  creditors,  is  borrowed  capital  and 
can  not  be  included  in  computing  invested  capital.  Any  such  preferred 
stock  may,  however,  be  so  included  if  it  is  deferred  with  respect  to  the  pay- 
ment of  both  interest  and  principal  to  the  interest  of  the  general  creditors. 

92  7 Art.  813.  Borrowed  Capital:  Amounts  Left  in  Business.— Whether 

551  a given  amount  paid  into  or  left  in  the  business  of  a corporation  con- 

561  stitutes  borrowed  capital  or  paid-in  surplus  is  largely  a question  of 

fact.  Thus,  indebtedness  to  stockholders  actually  cancelled  and  left 
in  the  business  would  ordinarily  constitute  paid-in  surplus,  while  amounts 
left  in  the  business  representing  salaries  of  officers  in  excess  of  their  actual 
withdrawals,  or  deposit  accounts  in  favor  of  partners  in  a partnership  suc- 
ceeded by  the  corporation,  will  be  considered  paid-in  surplus  or  borrowed 
capital  according  to  the  facts  of  the  particular  case.  The  general  principle 
is  that  if  interest  is  paid  or  is  to  be  paid  on  any  such  amount,  or  if  the  stock- 
holder’s or  officer’s  right  to  repayment  of  such  amount  ranks  'with  or  before 
that  of  the  general  creditors,  the  amount  so  left  with  the  corporation  must 
be  considered  as  borrowed  capital  and  be  so  treated  in  computing  invested 
capital. 

928  Art.  814.  Borrowed  Capital:  Other  Illustrations. — Items  such  as 

551  deposits  or  amounts  due  to  other  banks  shown  in  the  balance  sheet 
561  of  a bank,  unexpired  subscriptions  shown  in  the  balance  sheet  of  a 

publishing  concern,  etc.,  are  deemed  liabilities  and  can  not  be  in- 
cluded in  computing  invested  capital. 

929  Art.  815.  Inadmissible  Assets. — -Stocks,  bonds  and  other  obliga- 

552  tions  (other  than  obligations  of  the  United  States),  the  dividends 
or  interest  from  which  are  not  required  to  be  included  in  computing 

net  income,  are  inadmissible  assets  even  though  no  such  dividends  or  interest 
have  been  actually  paid  or  received  during  the  taxable  year.  The  failure 
to  pay  or  to  receive  dividends  or  interest  does  not  change  the  status  of  such 
securities  as  inadmissible  assets.  A corporation  cannot  by  including  the  in- 
come from  inadmissible  assets  as  taxable  income  create  the  right  to  have 
such  assets  considered  admissible  assets. 

930  Art.  816.  Inadmissible  Assets:  Government  Bonds. — Obligations 
552  of  a State  or  Territory  or  any  municipal  or  other  political  subdivision 

thereof,  of  the  District  of  Columbia,  or  of  any  possession  of  the 
United  States,  and  federal  farm  loan  bonds,  not  being  obligations  of  the 
United  States  within  the  meaning  of  the  statute,  are  inadmissible  assets. 
See  section  213  ( b ) of  the  statute  and  articles  74-82. 
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931  Art.  817.  Inadmissible  Assets:  Partial  Exception. — (a)  Where  the 

552  income  derived  from  inadmissible  assets  consists  in  part  of  profit 
from  the  disposition  thereof,  or  (b)  where  all  dr  a part  of  the  interest 

derived  from  such  assets  is  in  effect  included  in  net  income  because  the 
interest  paid  on  indebtedness  incurred  or  continued  to  purchase  or  carry- 
such  assets  may  not  be  deducted  from  gross  income,  in  either  case  a corres- 
ponding part  of  the  capital  invested  in  such  assets  shall  be  deemed  an  ad- 
missible asset.  This  article  applies  separately  to  each  issue  or  class  of  inad- 
missible securities  held  by  a corporation.  For  example , it  may  hold  A com- 
pany stock  costing  $100,000  and  B company  stock  costing  $200,000.  During 
the  year  it  receives  $8,000  in  dividends  from  A company  and $5,000  from  B com- 
pany, and  on  September  30  sells  part  of  its  B company  stock  at  a profit  of  $3,000. 
For  the  period  from  January  1 to  September  30  $75,000  of  its  holdings  of  B com- 
pany stock  become  admissible.  After  September  30  its  remaining  holdings  of  B 
company  stock  are  inadmissible , but  the  proceeds  of  the  sale  are  admissible  unless 
invested  in  inadmissibles.  [Thus,  if  $2,000  of  interest  is  received  on  muni- 
cipal bonds*  carried  on  the  books  at  $100,000,  and  the  bonds  are  then  sold 
at  a profit  of  $3,000,  $60,000  of  the  capital  invested  in  the  bonds  is  deemed 
an  admissible  asset  and  only  $40,000  is  an  inadmissible  asset.]  See  articles, 
852  and  854. 

932  Art.  818.  Admissible  Assets. — Admissible  assets  include  all  assets' 

553  other  than  inadmissible  assets.  Organization  expenses  and  deferred 
charges  against  future  income  are  admissible  assets.  For  all  pur- 
poses of  computing  invested  capital  admissible  assets  must  be  valued  in 
accordance  with  the  provisions  of  sections  326,  330  and  331  of  the  statute 
and  the  articles  thereunder.  Thus , for  example , intangible  property  pai£ 
in  for  stock  or  shares  is  an  admissible  asset , but  it  cannot  be  valued  at  an  amount 
in  excess  of  that  at  which  it  may  be  included  in  computing  invested  capital  under 
paragraphs  (4)  and  (5)  of  section  326  ( a ). 

INVESTED  CAPITAL. 

933  Art.  831.  Meaning  of  Invested  Capital. — Invested  capital  within- 

555  the  meaning  of  the  statute  is  the  capital  actually  paid  in  to  the  cor- 
poration by  the  stockholders,  including  the  surplus  and  undivided 

profits,  and  is  not  based  upon  the  present  net  worth  of  the  assets,  as  shown 
by  an  appraisal  or  in  any  other  manner.  The  basis  or  starting  point  in  the 
computation  of  invested  capital  is  found  in  the  amount  of  cash  and  other 
property  paid  in,  the  valuation  at  which  such  other  property  may  be  included- 
being  determined  in  accordance  with  the  statute  and  the  regulations.  The 
computation  does  not  stop,  however,  with  such  original  entries  or  amounts^ 
but  also  takes  into  account  the  surplus  and  undivided  profits  of  prior  years 
left  in  the  business.  The  invested  capital  of  a corporation  includes,  generally 
speaking,  (a)  the  cash  paid  in  for  stock,  (b)  the  tangible  property  paid  in  for 
stock,  (c)  the  surplus  and  undivided  profits,  and  (d)  the  intangible  property 
paid  in  for  stock  (to  a limited  amount),  less,  however,  the  same  proportion 
of  such  aggregate  sum  as  the  amount  of  inadmissible  assets  bears  to  the 
total  assets.  Invested  capital  does  not  include  borrowed  capital.  See 
section  325  of  the  statute  and  articles  811-818.  The  fair  market  value  of  the 
assets  as  of  March  1,  1913,  has  no  bearing  on  invested  capital.  See  section  202 
and  article  1561. 

934  Art.  832.  Cash  Paid  in:  Bonus  Stock. — Capital  stock  issued  as  a 

556  bonus  in  connection  with  the  sale  of  a corporation’s  bonds  may  not 
be  included  in  invested  capital  unless  the  corporation  proves  to 
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the  satisfaction  of  the  Commissioner  that  such  stock  bonus  enabled  the 
corporation  to  secure  a higher  price  for  the  bonds  than  it  could  otherwise 
have  secured.  Wherever  this  fact  is  established  such  stock  shall  be  in- 
cluded in  computing  invested  capital  to  the  extent  of  the  difference  be- 
tween the  selling  price  of  the  bonds  and  the  price  at  which  they  could 
have  been  sold  if  issued  without  such  stock  bonus.  The  excess  of  the  face 
value  of  such  bonds  over  the  price  at  which  they  could  have  been  sold  if 
issued  without  the  stock  bonus  is  deemed  discount  and  is  subject  to  amortiza- 
tion. See  article  39. 

936  Art.  833.  Tangible  Property  Paid  in:  Evidences  of  Indebtedness. 

557  — Enforcible  notes  or  other  evidences  of  indebtedness,  either  interest- 

bearing  or  non-interest  bearing,  of  the  subscriber  received  by  a 
corporation  upon  a subscription  for  stock  may  be  considered  as  tangible 
property  in  computing  its  invested  capital  to  the  extent  of  the  actual  cash 
value  of  such  notes  or  other  evidences  of  indebtedness  at  the  time  when 
paid  in,  but  only  ( a ) if  such  notes  or  evidences  of  indebtedness  could  under 
the  laws  of  the  jurisdiction  in  which  the  corporation  was  orgarrized  legally 
be  received  in  payment  for  stock,  and  ( b ) if  they  were  actually  received 
by  the  corporation  as  absolute,  and  not  as  conditional,  payment  in  whole  or 
in  part  of  the  stock  subscription. 

936  Art.  834.  Tangible  Property  Paid  in:  Inadmissible  Assets.— 

557  Stocks,  bonds  and  other  obligations  (other  than  obligations  of  the 
United  States),  the  dividends  or  interest  from  which  are  not  in- 
cluded in  computing  net  income,  when  bona  fide  paid  in  for  stock  or  shares 
may  like  other  tangible  property  be  included  in  computing  the  invested 
capital  of  the  corporation  at  their  actual  cash  value  when  paid  in.  For 
the  purpose  of  the  reduction  required  in  articles  852  and  854,  however,  account 
must  be  taken  of  such  assets  in  the  same  manner  as  of  any  other  inadmissible 
assets. 

937  Art.  835.  Tangible  Property  Paid  in:  Mixture  of  Tangible  and  In- 

557  tangible  Property. — Where  stock  or  shares  and  bonds  or  other 

obligations  have  been  issued  for  a mixed  aggregate  of  tangible  and 
Intangible  property,  it  will  be  presumed  in  the  absence  of  satisfactory 
^evidence  to  the  contrary  that  the  bonds  were  issued  for  tangible  property 
and  that  the  stock  was  issued  for  the  balance  of  the  tangible  property,  if 
any,  and  for  the  intangible  property.  Where  stock  or  shares  have  been  issued 
.for  a mixed  aggregate  of  tangible  and  intangible  property  and  certain  liabilities 
have  been  assumed  in  connection  with  the  transaction,  it  will  be  presumed 
that  such  liabilities  are  to  be  charged  against  the  tangible  property  and  the 
intangible  property  in  the  order  named,  unless  it  is  shown  by  evidence  satis- 
factory to  the  Commissioner  that  this  presumption  is  not  in  accordance 
with  the  facts.  See  further  section  327  (c)  of  the  statute. 

938  Art.  836.  Tangible  Property  Paid  in:  Value  in  Excess  of  Par  Value 
557  of  Stock. — Evidence  offered  to  support  a claim  for  a paid-in  surplus 

must  be  as  of  the  date  of  the  payment,  and  may  consist  among  other 
things  of  (a)  an  appraisal  of  the  property  by  disinterested  authorities  made 
on^or  about  the  date  of  the  transaction;  ( b ) certification  of  the  assessed 
value  in  the  case  of  real  estate;  and  (c)  proof  of  a market  price  in  excess  of 
the  par  value  of  the  stock  or  shares.  The  additional  value  allowed  in  any 
case  is  confined  to  the  value  definitely  known  or  accurately  ascertain  able  at 
the  time  of  the  payment.  No  claim  will  be  allowed  for  a paid-in  surplus  in  a 
-case  in  which  the  additional  value  has  been  developed  or  ascertained  subse- 
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quently  to  the  date  on  which  the  property  was  paid  in  to  the  corporation, 
or  in  respect  of  property  which  the  stockholders  or  their  agents  on  or  shortly 
before  the  date  of  such  payment  acquired  at  a bargain  price,  as  for  instance, 
at  a receiver’s  sale.  Generally,  allowable  claims  under  this  article  will  arise 
out  of  transactions  in  which  there  has  been  no  substantial  change  of  beneficial 
interest  in  the  property  paid  in  to  the  corporation,  and  in  all  cases  the  proof 
of  value  must  be  clear  and  explicit 

939  Art.  837.  Surplus  and  Undivided  Profits:  Paid-in  Surplus. — 

558  Where  it  is  shown  by  evidence  satisfactory  to  the  Commissioner 
that  tangible  property  has  been  paid  in  by  a stockholder  to  a cor- 
poration as  a gift  or  at  a value  definitely  known  or  accurately  ascertain- 
able as  of  the  date  of  such  payment  clearly  and  substantially  in  excess  of 
the  cash  or  other  consideration  paid  by  the  corporation  therefor,  then  the 
amount  of  the  excess  shall  be  deemed  to  be  paid-in  surplus.  Substantially 
the  same  kind  of  evidence  will  be  required  under  this  article  as  under  article 
836.  See  further  article  813 

940  Art.  838.  Surplus  and  Undivided  Profits:  Earned  Surplus. — Only 

558  true  earned  surplus  and  undivided  profits  can  be  included  in  the 

computation  of  invested  capital,  and  if  for  any  reason  the  books  do 
not  properly  reflect  the  true  surplus  such  adjustments  must  be  made  as 
are  necessary  in  order  to  arrive  at  the  correct  amount.  In  the  computation 
of  earned  surplus  and  undivided  profits  full  recognition  must  first  be  given 
to  all  expenses  incurred  and  losses  sustained  from  the  original  organization 
of  the  corporation  down  to  the  taxable  year,  including  among  such  expenses 
and  losses  reasonable  allowances  for  depreciation,  obsolescence  or  depletion 
of  property  (irrespective  of  the  manner  in  which  such  property  was  originally 
acquired),  and  for  the  amortization  of  any  discount  on  its  bonds.  There  can 
of  course  be  no  earned  surplus  or  undivided  profits  until  any  deficit  or  impair- 
ment of  paid-in  capital  due  to  depletion,  depreciation,  expense,  losses  or 
any  other  cause  has  been  made  good.  Where  adequate  evidence  is  presented 
that  the  amounts  written  off  or  deducted  in  previous  returns  of  net  income 
are  in  the  aggregate  incorrect  or  unreasonable,  adjustments  must  be  made, 
and  the  taxpayer  will  be  allowed  a refund  in  respect  of  any  taxes  overpaid 
in  prior  years,  or  in  the  case  of  an  underpayment  of  taxes  will  be  additionally 
assessed. 

941  Art.  839.  Surplus  and  Undivided  Profits:  Allowance  for  Depletion 

558  and  Depreciation. — Depletion,  like  depreciation,  must  be  recog- 
nized in  all  cases  in  which  it  occurs.  Depletion  attaches  to  each 

unit  of  mineral  or  other  property  removed,  and  the  denial  of  a deduction 
in  computing  net  income  under  the  Act  of  August  5,  1909,  or  the  limitation 
upon  the  amount  of  the  deduction  allowed  under  the  Act  of  October  3,  1913, 
does  not  relieve  the  corporation  of  its  obligation  to  make  proper  provision 
for  depletion  of  its  property  in  computing  its  surplus  and  undivided  profits. 
Adjustments  in  respect  of  depreciation  or  depletion  in  prior  years  will  be  made 
or  permitted  only  upon  the  basis  of  affirmative  evidence  that  as  at  the  begin- 
ning of  the  taxable  year  the  amount  of  depreciation  or  depletion  written  off 
in  prior  years  was  insufficient  or  excessive,  as  the  case  may  be.  Where  deduc- 
tions for  depreciation  or  depletion  have  either  on  the  books  of  the  corporation 
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or  in  its  returns  of  net  income  been  included  in  the  past  in  expense  or  othe 
accounts,  rather  than  specifically  as  depreciationor  depletion, pr  where  capita 
expenditures  have  been  charged  to  expense  in  lieu  of  depreciation  or  depletion, 
a statement  indicating  the  extent  to  which  this  practice  has  been  carried 
should  accompany  the  return. 

942  Art.  840.'  Surplus  and  Undivided  Profits:  Additions  to  Surplus 
558^  Account. — A corporation’s  books  of  accounts  will  be  presumed  to  show 

the  facts.  If  it  claims  that  its  capital  or  surplus  account  is  under- 
stated the  burden  of  proof  will  rest  upon  it.  Additions  to  such  accounts  will 
be  accepted  to  the  following  extent: 

943  (1)  Excessive  depreciation  heretofore  charged  off  on  property  still 
cwned  and  in  use,  if  it  is  now  shown  by  satisfactory  proof  to  have  been 

excessive  and  such  excess  is  substantial  in  amount,  whether  or  not  dis- 
allowed by  the  Commissioner  as  a deduction  from  net  income,  may  be 
restored  to  the  surplus  account.  No  such  amount  shall  be  restored,  however, 
unless  it  is  shown  that  adequate  depreciation  has  been  deducted  upon  all 
other  property  of  the  corporation  still  in  use,  nor  in  any  case  in  which  such 
amount  has  been  allowed  as  a deduction  for  amortization  under  section  234 
(a)  (8)  of  the  statute,  or  in  which  the  cost  of  the  property  has  been  recovered 
through  being  included  in  the  price  of  goods  or  services,  as  for  example, 
in  the  case  of  patterns,  dies,  plates,  special  tools,  etc.,  or  under  a munition 
contract  with  a foreign  government. 

944  (2)  Amounts  which  have  been  expended  betore  January  1,  1917, 
for  the  acquisition  of  plant,  equipment,  tools,  patterns,  furniture, 

fixtures,  or  like  tangible  property,  having  a useful  life  extending  substantially 
beyond  the  year  in  which  the  expenditure  was  made,  and  which  have  been 
charged  as  current  expense,  may  (less  proper  deductions  for  depreciation  or 
obsolescence)  be  added  to  the  surplus  account  when  such  assets  are  still  owned 
and  in  active  use  by  the  corporation  during  the  taxable  year.  Special  tools, 
patterns,  and  similar  assets  shall  not  be  assigned  any  value  if  their  cost  has 
been  recovered  through  having  been  included  in  the  price  of  goods.  If 
their  cost  has  not  been  so  recovered  and  they  are  held  for  only  occasional 
use,  they  shall  not  be  assigned  a value  in  excess  of  the  fair  value  based  upon 
the  earnings  actually  arising  from  their  current  use,  and  in  no  case  shall  such 
value  be  more  than  the  cost  less  depreciation.  Assets  of  this  kind  not  in 
current  use  shall  not  be  valued  at'more  than  their  nominal  or  scrap  value* 

945  (3)  Amounts  which  have  been  expended  in  the  past  for  intangible 
property  of  any  kind  can  be  restored  to  capital  or  surplus  account 

only  to  the  extent  that  the  corporation  specifically  paid  such  amounts  for 
the  intangible  property  as  such.  For  provisions  relating  to  patents  see  article 
843. 

946  (4)  Adjustments  necessary  to  correct  other  errors  found  in  the  books 
of  account  may  be  made.  But  see  the  following  article. 

947  Art.  841.  Surplus  and  Undivided  Profits:  Limitation  of  Additions 
558  to  Surplus  Account. — Additions  to  surplus  which  a corporation 

may  desire  to  make  under  the  preceding  article  fall  broadly  into  two 

classes: 
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948  (1)  To  correct  returns  of  net  income  for  prior  years  in  which  actual 
errors  have  been  made,  as  for  example  where  excessive  depreciation 

has  been  deducted,  additions  to  plant  and  equipment  or  other  capital  charges 
have  been  charged  off  as  an  expense,  inventories  have  been  taken  upon  a wrong 
basis  of  valuation,  etc 

949  (2)  To  reinstate  in  surplus  deductions  from  income  which  are  as 
a matter  of  good  accounting  to  some  extent  optional,  such  as  experi- 
mental expenses,  patent  litigation,  development  of  good  will  through  advertis- 
ing or  otherwise,  etc. 

950  Adjustments  falling  in  class  (1)  will  be  permitted  for  all  years  whether 
before  or  after  March  1,  1913,  provided  amended  returns  of  net  in- 
come are  filed  for  each  year  in  which  an  erroneous  return  has  been  made. 
Due  consideration  will  be  given  to  the  assessment  of  penalties  in  any  case 
in  which  a fraudulent  return  has  been  made.  Adjustments  falling  in  class  (2) 
cannot  be  permitted,  as  in  such  cases  it  is  considered  that  the  corporation 
has  exercised  a binding  option  in  deducting  such  expenses  from  income.  An 
election  of  this  sort  which  was  made  concurrently  with  the  transaction 
cannot  now  be  revised,  and  amended  returns  in  respect  thereof  cannot  be 
accepted.  The  corporation  shall  submit  with  its  return  a statement  of  the 
additions  proposed,  specifying  the  kinds  and  amounts  of  property  involved, 
the  years  in  which  the  expenditures  were  made,  and  the  method  followed 
in  distinguishing  between  capital  outlays  and  current  expenses,  and  showing 
that  adequate  provision  has  been  made  for  depreciation,  obsolescense  and 
depletion  of  such  of  the  assets  affected  by  the  additions  as  are  subject  to 
recognized  depreciation,  obsolescence  or  depletion.  In  any  case  in  which 
there  is  an  operating  deficit  amounts  restored  must  first  be  set  off  against 
the  deficit  and  only  the  excess  can  be  actually  included  in  the  computation 
of  invested  capital. 

951  Art.  842.  Surplus  and  Undivided  Profits:  Property  Paid  in  and 
Subsequently  Written  off. — Where  tangible  or  intangible  property 

has  been  paid  in  to  a corporation  for  stock  or  shares  or  as  paid-in  surplus 
and  has  subsequently  been  in  whole  or  in  part  written  off  the  books,  the 
amount  so  written  off  may  upon  evidence  satisfactory  to  the  Commissioner 
be  restored  to  the  capital  or  surplus  account  subject  to  the  following  limita- 
tions : 

952  (1)  The  amount  restored  must  be  reduced  by  a proper  deduction 
for  any  depreciation,  obsolescence  or  depletion;  and 

953  (2)  The  aggregate  amount  included  in  computing  invested  capital 
on  account  of  such  property  shall  not  exceed  the  amount  which 

might  have  been  included  if  such  property  had  not  been  written  off.  f § 

954  Art.  843.  Surplus  and  Undivided  Profits:  Patents. — From  the 

558  standpoint  of  assets  a patent,  or  more  particularly  a group  of  patents, 

is  closely  analogous  to  good  will.  Their  value  is  contingent  upon 
and  measured  by  their  earning  power.  While  patents  have  a definite  life, 
there  is  a common  tendency  to  extend  that  life  by  improvements  upon 
the  original,  and  in  a successful  business  the  patent  value  merges  more  or 
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les§  completely  into  a trade  name  or  other  form  of  good  will.  Therefore, 
while  deductions  in  respect  to  the  depreciation  of  patents  based  upon  a 
normal  life  period  of  seventeen  years  are  allowable  in  computing  net  income 
for  the  pufpose  of  the  income  tax,  such  deductions  are  not  obligatory,  but 
are  optional  with  each  taxpayer.  Where  since  January  1,  1909,  a corporation 
has  exercised  that  option  to  its  owhbenefit  in  computing  its  taxable  net  income 
the  amount  so  deducted  can  not  now  be  restored  in  computing  invested 
capital.  Where,  however,  the  cost  of  patents  has  been  charged  against  surplus 
or  otherwise  disposed  of  in  such  a manner  as  not  to  benefit  the  corporation 
in  computing  its  taxable  net  income  since  January  1,  19G9,  any  amount  so 
written  off  may  be  restored  in  computing  invested  capital,  if  it  be  shown  to 
the  satisfaction  of  the  Commissioner  that  the  amount  so  written  off  repre- 
sented a mere  book  entry  ascribable  to  a conservative  po’icy  of  manage- 
ment or  accounting  and  did  not  represent  a realized  shrinkage  in  the  value 
of  such  assets.  Any  amount  so  restored  may  not  be  written  off  by  way 
of  deductions  from  taxable  net  income  in  any  subsequent  year  or  years. 
Where  a corporation  bas  charged  to  current  expenses  the  cost  of  developing 
or  protecting  patents,  no  amount  in  respect  thereof  expended  since  January  1, 
1909,  can  be  restored  in  computing  invested  capital.  In  respect  of  expendi- 
tures made  before  January  1,  1909,  a corporation  now  seeking  to  restore 
them  must  be  prepared  to  show  to  the  satisfaction  of  the  Commissioner  that 
all  such  items  are  proper  capital  expenditures.  It  can  not  be  sa  d that  the 
correct  computation  of  surplus  and  undivided  profits  necessarily  requires 
a deduction  in  respect  of  the  expiration  of  patents.  It  follows,  therefore, 
that  where  a corporation  in  the  exercise  of  its  option  has  not  written  down  the 
cost  of  patents,  it  is  not  ordinarily  necessary  to  reduce  the  surplus  and  un- 
divided profits  in  computing  invested  capital,  whether  the  patents  have  been 
acquired  for  stock  or  shares  or  for  cash  or  other  tangible  property.  Due 
consideration  will  be  given  to  the  facts  in  any  case  in  which  this  rule  seems 
obviously  unreasonable.  See  article  167. 

SEE  Ait,  844.  Surplus  and  Undivided  Profits:  Reserve  for  Depreciation 
558  or  Depletion. — If  any  reserves  for  depreciation  or  for  depletion  are 
included  in  the  surplus  account  it  should  be  analyzed  so  as  to  separate 
such  reserves  and  leave  only  real  surplus.  Reserves  for  depreciation  or 
depletion  can  not  be  included  in  the  computation  of  invested  capital,  excepv 
to  the  following  extent: 

SEE  (1)  Excessive  depletion  or  depreciation  included  therein  and  which 
if  charged  off  could  be  restored  under  article  840  may  be  included 
in  the  computation  of  invested  capital;  and 

SE7  (2)  Where  depreciation  or  depletion  is  computed  on^the  value' as 
of  March  1,  1913,  or  as  of  any  subsequent  date,  the  proportion 
of  depreciation  or  depletion  representing  the  realization  of  appreciation  of 
value  at  March  1,  1913,  or  such  subsequent  date,  may  if  undistributed 
and  used  or  employed  in  the  business  be  treated  as^surplus  ^and  included 
in  the  computation  of  invested  capital. 

S58  For  the  purpose  of  computing  invested  capital  depreciation  or 
depletion  computed  on  the  value  as  of  March  1,  1913,  or  as  of  any 
subsequent  date  shall,  if  such  value  exceeded  cost,  be  deemed  a pro  rata 
realization  of  cost  and  appreciation  and  be  apportioned  accordingly.  Ex- 
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cept  as  above  provided  value  appreciation  (even  though  evidenced  by  an 
appraisal)  which  has  not  been  actually  realized  and  in  respect  of  amounts 
accrued  since  March  1,  1913,  reported  as  income  for  the  purpose  of  the  income 
tax,  can  not  be  included  in  the  computation  of  invested  capital,  and  if  already 
reflected  in  the  surplus  account  it  must  be  deducted  therefrom. 

968  Art.  845.  Surplus  and  Undivided  Profits:  Reserve  for  Income  and 
558  Excess  Profits  Taxes. — For  the  purpose  of  computing  invested  capi- 
tal federal  income  and  war  profits  and  excess  profits  taxes  are 
deemed  to  have  been  paid  out  of  the  net  income  cf  the  taxable  year  for 
which  they  are  levied.  It  is  immaterial,  therefore,  whether  reserves  for 
the  payment  of  such  taxes  for  the  preceding  year  have  been  set  up  or  not, 
or  if  set  up  whether  such  taxes  when  paid  have  actually  been  charged  against 
such  reserves.  Amounts  payable  on  account  of  such  taxes  for  the  preceding 
year  may  be  included  in  the  computation  of  invested  capital  only  until 
such  taxes  become  due  and  payable.  A deduction  from  the  invested  capital 
as  of  the  beginning  of  the  taxable  year  must  therefore  be  made  for  such 
taxes  or  any  installment  thereof,  averaged  for  the  proportionate  part  of  the 
taxable  year  after  date  when  the  tax  or  the  instal  ment  is  due  and  payable. 
Where  as  a result  of  an  audit  by  the  Commissioner,  or  the  acceptance  of 
an  amended  return,  or  for  any  other  reason,  the  amount  of  any  such  tax 
for  the  preceding  year  is  subsequently  changed,  a corresponding  adjust- 
ment will  be  made  in  the  invested  capital  for  the  taxable  year  upon  the  same 
basis  as  if  the  corrected  amount  of  the  tax  for  the  preceding  year  had  been  used 
in  the  original  computation  of  the  invested  capital  for  the  taxable  year.  See 
articles  1541  and  1542, 

960  Art.  846.  Surplus  and  Undivided  Profits:  Insurance  on  Officers. — 

558  Where  insurance  is  carried  by  the  corporation  on  the  life  of  an  officer 
or  employee  [it]  the  policy  may  be  included  as  an  admissible  asset 
and  reflected  in  the  surplus  account  at  the  cash  surrender  value  as  of  the 
beginning  of  the  taxable  year.  The  whole  amount  of  premiums  paid  on 
such  insurance  can  not  be  included  in  surplus,  but  the  surplus  will  be  consid- 
ered as  increased  as  of  the  beginning  of  each  taxable  year  by  the  amount 
added  to  the  cash  surrender  value  of  the  policy.  See  article  294. 

961  Art.  847.  Surplus  and  Undivided  Profits:  Property  Taken  for  Debt 

558  or  in  Exchange. — Real  or  personal  property  taken  by  a corporation 
in  payment  or  satisfaction  of  a debt , or  property  received  in  exchange 
for  other  property , will  be  an  admissible  asset  at  its  fair  market  value  upon 
receipt.  The  profit  or  loss , if  any , resulting  from  the  transaction  will  not  be 
reflected  in  invested  capital  until  the  succeeding  taxable  year.  But  see  as  to  the 
foreclosure  of  a mortgage , article  153.  See  also  section  202  of  the  statute  and 
articles  1561-1570.  [Real  or  personal  property  taken  by  a corporation  in 
payment  or  satisfaction  of  a debt  can  not  be  included  as  an  admissible  asset 
or  reflected  in  the  surplus  account  at  an  amount  in  excess  of  either  ( a ) its 
actual  value  as  of  the  beginning  of  the  taxable  year  or  ( b ) the  amount  of  the 
debt  in  payment  of  which  it  was  taken.] 

9621;  Art.  848.  Surplus  and  Undivided  Profits  :|  Discount  on  Sale  of  Bonds. 
558  — Discount  a lowed  on  the  sale  of  bonds  is  in  effect  an  advance  on 

account  of  interest,  so  that  the  effective  rate  of  interest  in  such  a 
case  is  equal  to  the  sum  of  the  nominal  rate  plus  the  rate  necessary  to  amortize 
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the  discount  over  the  life  of  the  bonds.  Where,  under  incorrect  accounting 
practices,  the  discount  on  bonds  has  been  charged  to  a property  account 
or  otherwise  carried  as  an  asset,  and  is  so  reflected  in  the  surplus  account, 
it  is  necessary  in  computing  invested  capital  to  make  an  adjustment  in  respect 
of  such  discount.  See  article  563. 

963  Art.  849.  Surplus  and  Undivided  Profits:  Miscellaneous. — Only 

558  the  amount  of  discount  which  has  actually  been  reported  by  a bank 
in  a prior  year  as  taxable  income  and  credited  to  surplus  account 
may  be  included  in  surplus  as  of  the  beginning  of  the  taxable  year.  For 
the  treatment  of  surplus  arising  out  of  sales  on  the  installment  plan  see 
articles  42-46,  and  from  compensation  for  property  lost,  damaged  or  con- 
demned see  articles  49  and  50. 

964  Art.  850.  Surplus  and  Undivided  Profits:  Current  Profits. — Profits 

558  earned  during  any  year  can  not  be  included  in  the  computation  of 
invested  capital  for  that  year,  even  though  during  the  year  such 

profits  are  set  up  as  surplus  on  the  books  or  assumed  to  be  distributed  in 
the  form  of  stock  dividends.  If  a dividend  is  declared  and  paid  during 
any  year  out  of  the  profits  of  that  year  and  the  stockholders  pay  back  into 
the  corporation  all  or  a substantial  part  of  the  amount  of  such  dividends, 
the  amount  so  paid  back  can  not  be  included  in  the  computation  of  invested 
capital  unless  the  corporation  shows  by  evidence  satisfactory  to  the  Commis- 
sioner that  the  dividends  were  paid  in  good  faith  and  without  any  understand- 
ing. express  or  implied,  that  they  were  to  be  paid  back. 

965  Art.  851.  'Intangible  Property  Paid  In. — The  actual  cash  value  of 

559  intangible  property  paid  in  for  stock  or  shares  must  be  determined 

560  in  the  light  of  the  facts  in  each  case.  Among  the  factors  to  be  con- 
sidered are  {a)  the  earnings  attributable  to  such  intangible  assets 

while  in  the  hands  of  the  predecessor  owner;  (b)  the  earnings  of  the  cor- 
poration attributable  to  the  intangible  assets  after  the  date  of  their  acquisi- 
tion; (c)  representative  sales  of  the  stock  of  the  corporation  at  or  about  the 
date  of  the  acquisition  of  the  intangible  assets;  and  (d)  any  cash  offers  for 
the  purchase  of  the  business,  including  the  intangible  property,  at  or  about 
the^time  of  its  acquisition.  A corporation  claiming  a value  for  intangible 
property  paid  in  for  stock  or  shares  should  file  with  its  return  a full  state- 
ment of  the  facts  relating  to  such  valuation.  See  also  article  835. 

966  Art.  852.  Percentage  of  Inadmissible  Assets. — For  the  purpose  of 

562  ascertaining  the  deductible  percentage  the  amount  of  inadmissible 

assets  held  during  the  year  may  ordinarily  be  determined  by  dividing 
by  two  the  sum  of  the  amount  of  such  assets  held  at  the  beginning  of  the 
year  and  the  amount  held  at  the  end  of  the  year.  The  total  amount  of  ad- 
missible and  inadmissible  assets  held  during  the  year  may  ordinarily  be  de- 
termined by  dividing  by  two  the  sum  of  the  amount  of  such  assets  held 
at  the  beginning  of  the  year  and  the  amount  at  the  end  of  the  year.  If 
at  any  time  a substantial  change  has  taken  place  either  in  the  amount  of 
inadmissible  assets  or  in  the  total  amount  of  admissible  and  inadmissible 
assets,  the  effect  of  such  change  shall  be  averaged  exactly  from  the  date  on 
which  it  occurred.  In  any  case  where  the  Commissioner  finds  that  either 
amount  determined  as  above  provided  does  not  substantially  reflect  the  aver- 
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age  situation  throughout  the  year,  and  that  the  amount  of  each  kind  of  as- 
sets held  on  a given  day  of  each  month  throughout  the  year  or  at  more  fre- 
quent regular  intervals  can  be  determined,  the  amount  of  inadmissible  assets 
and  the  amount  of  both  kinds  of  assets  held  during  the  year  shall  be  de- 
termined by  averaging  the  amounts  held  at  such  several  times.  In  making 
the  computations  under  this  article  the  valuation  at  which  each  asset  is 
carried  shall  be  adjusted  in  accordance  with  the  provisions  of  the  statute 
and  of  the  regulations  relating  to  the  valuation  of  assets  for  the  purpose 
of  computing  invested  capital,  including  in  such  adjustment  the  amount  of 
reserves  for  depreciation , depletion , amortization  and  other  reserves  which 
represent  the  valuation  of  assets . It  is  immaterial  whether  any  asset  was  [such 
assets  were]  acquired  out  of  invested  capital  or  out  of  profits  earned  during  the 
year  or  borrowed  capital. 

967  Art.  853.  0 Changes  in  Invested  Capital  During  Year. — The  invested 
563  capital  as  of  the  beginning  of  any  period  of  one  year  or  less  should 

be  adjusted  by  an  appropriate  addition  or  deduction  for  each  change 
uninvested  capital  during  the  period.  The  amount  so  added  or  deducted  in 
each  case  is  the  amount  of  the  change  averaged  for  the  time  remaining  in 
the  period  during  which  it  is  in  effect.  The  fraction  used  in  finding  such 
average  is  the  number  of  days  remaining  in  the  period  (including  the  day 
on  which  the  change  occurs)  over  the  number  of  days  in  the  period.  Thus 
if  a return  is  made  for  the  calendar  year  ending  December  31,  1918,  and  if 
$100,000  of  additional  capital  was  paid  in  on  February  17,  1918,  this  addi- 
tion to  invested  capital  is  in  effect  for  318  days,  and  the  amount  to  be  added 
to  the  invested  capital  as  of  the  beginning  of  the  year  would  be  318/365 
of  $100,000,  or  $87,123.29.  If  $50,000  of  this  amount  was  withdrawn  on 
October  31,  1918,  the  amount  to  be  deducted  would  be  62/365  of  $50,000 
or  $8,493.1 5| 

968  Art.  854.  Computation  of  Average  Invested  Capital.— For  .the]pur- 
pose  of  computing  invested  capital  for  any  period  of  one  year  or  less 

each  corporation  shall  add  together  its  paid-in  capital  and  its  paid-in  or 
earned  surplus  and  undivided  profits  (under  whatever  name  it  may  be  called) 
as  shown  by  its  books  at  the  beginning  of  the  period.  The  total  so  obtained 
shall  be  adjusted  ( a ) for  any  property  paid  in,  or  for  any  asset  reflected 
in  surplus  and  undivided  profits,  which  is  not  carried  on  the  books  at  the 
valuation  prescribed  by  the  statute  or  by  the  regulations,  and  ( h ) for  any 
changes  in  paid-in  capital  or  in  paid-in  or  earned  surplus  and  undivided 
profl:s  (not  including  surplus  and  undivided  profits  earned  during  the  period) 
occurring  during  the  period,  averaged  for  the  time  for  which  such  changes 
are  effective.  See  article  853.  The  total  so  obtained  and  adjusted  is  the 
average  invested  capital  for  the  period,  unless  the  corporation  at  any  time 
during  the  period  held  any  inadmissible  assets,  in  which  case  such  total  must 
be  reduced  by  a percentage  thereof  equal  to  the  percentage  which  the  amount 
of  inadmissible  assets  held  during  the  period  is  of  the  total  amount  of  ad- 
missible and  inadmissible  assets  held  during  the  period.  See  article  852. 
The  invested  capital  for  any  year  during  the  prewar  period  is  determined 
in  the  same  manner  as  for  the  taxable  year.  The  invested  capital  can  not 
be  determined  by  adding  the  amounts  of  the  assets  of  a corporation. 

969  Art.  855.  Invested  Capital  for  a Full  Year  or  Less. — In  the  case  of 
a corporation  making  a return  for  a full  year  of  12  months,  its  in- 
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vested  capital  for  the  year  is  the  average  invested  capital  for  the  year.  In 
the  case  of  a corporation  making  a return  for  a fractional  part  of  a year,  its 
invested  capital  for  such  period  is  the  same  fractional  part  of  the  average 
invested  capital  for  such  period,  except  that  for  the  purpose  of  section  311 
(a)  (2)  of  the  statute  it  is  the  full  average  invested  capital  for  the  period. 
In  computing  the  tax  under  a return  for  a fractional  part  of  a period  the  same 
purpose  may  sometimes  be  more  readily  effected  by  using  the  full  average  invested 
capital  and  taking  a fractional  part  of  the  result , as  in  schedule  III  of  form  1 120. 
In  schedule  I V of  the  same  form,  however , the  fractional  part  of  the  full  average 
invested  capital  for  the  period  should  be  used.  See  articles  720  and  853. 

970  Art.  856.  Illustration  of  Invested  Capital  for  Fractional  Part  of  Year. 

— A corporation  was  organized  July  1,  1918,  and  makes  a return  for 
the  six  months  ending  December  31,  1918.  The  invested  capital  consists  of 
$100,000  paid  in  on  July  1 and  $100,000  paid  in  on  October  1.  The  average 
invested  capital  for  such  period  would  be  $100,000  plus  92/184  (not  92/365) 
of  $100,000,  or  $50,000,  a total  of  $150,000.  The  invested  capital  for  the 
period  for  the  purpose  of  the  tax  would,  however,  be  [184/365]  6/12  of 
$150,000,  or  [$75,616.44]  $75,000.^1  But  see  section  311  (a)  (2)  of  the  statute. 

971  Art.  857.  Method  of  Determining  Available  Net!  Income. — 

558  fr-  Whether  at  the  time  of  any  payment  made  during  the  taxable  year 
there  is  sufficient  income  of  the  taxable  year  available  for  such  pay- 
ment, or  whether  the  surplus  or  undivided  profits  as  of  the  beginning  of  the 
taxable  year  must  be  reduced  by  the  amount  of  such  payment  shall  [will]  be 
determined  according  to  the  following  principles'/ 

972  (1)  The  aggregate  amount  of  earnings  of  the  taxable  year  avail- 
able for  all  purposes  up  to  any  given  date  will  [unless  otherwise 

shown  by  the  books,]  be  determined  upon  the  basis  of  the  same  proportion  of 
the  net  income  for  the  taxable  year  (as  finally  determined  for  the  purpose 
of  income  and  war  profits  and  excess  profits  taxes)  as  the  part  of  the  year 
already  elapsed  is  of  the  entire  year  (determined  in  the  manner  provided  in 
article  853),  unless  the  corporation  shows  from  its  books  or  other  records  that  a 
greater  proportion  of  its  earnings  for  the  year  was  available  on  such  date. 

973  (2)  The  aggregate  amount  available  will  be  deemed  to  be  applied 
for  the  following  purposes  in  the  order  in  which  they  are  stated: 

(a)  accrued  federal  income  and  war  profits  and  excess  profits  taxes  for  the  tax- 
able year  (see  article  845),  and  {b)  dividends  paid  after  the  expiration  of  the 
first  sixty  days  of  the  taxable  year  (see  section  201  of  the  statute  and  article 
1541)  and  other  corporate  purposes,  including  the  purchase  of  outstanding 
stock  of  the  corporation  previously  issued  (see  article  862).  In  any  case 
where  the  above  computation  would  be  indeterminate  because  of  the  effect  of 
the  provisions  of  this  article  upon  the  invested  capital  for  the  year , the  amount 
of  such  invested  capital  for  'he  purpose  of  this  computation  may  be  deemed  to  be 
the  invested  capital  as  of  the  beginning  of  the  taxable  year , plus  any  additional 
capital  paid  in  during  such  year  and  minus  any  specific  withdrawal  or  liquida- 
tion of  capital  during  such  yea t 

974  [(3)  Where  the  amount  available  is  determined  by  prorating  the 
net  income  for  the  year,  and  as  a result  of  an  audit  of  a return  by  the 

Commissioner,  the  acceptance  of  an  amended  return  or  any  other  reason, 
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the  amount  of  the  net  income  is  subsequently  changed,  a corresponding  ad- 
justment will  be  made  in  the  invested  capital  in  so  far  as  it  is  affected  by 
this  article  upon  the  same  basis  as  if  the  corrected  amount  of  the  net  in- 
come had  been  used  in  the  original  computations  under  this  article. 

975  Art.  858.  Effect  of  Ordinary  Dividend. — A dividend  other  than"a 
558  stock  dividend  affects  the  computation  of  invested  capital  from  the 

date  when  the  dividend  is  payable  and  not  from  the  date  when  it  is 
declared,  except  that  where  no  date  is  set  for  its  payment  the  date  when 
declared  will  be  considered  also  the  date  when  payable  for  the  purpose  of  this 
article . For  the  purpose  of  computing  invested  capital  a dividend  paid  after 
the  expiration  of  the  first  sixty  days  of  the  taxable  year  will  be  deemed  to  be 
paid  out  of  the  net  income  of  the  taxable  year  to  the  extent  of  the  net  income 
available  for  such  purpose  on  the  date  when  it  is  payable.  See  article  857. 
The  surplus  and  undivided  profits  as  of  the  beginning  of  the  taxable  year  will 
be  reduced  as  of  the  date  when  the  dividend  is  payable  by  the  entire  amount 
of  any  dividend  paid  during  the  first  sixty  days  of  the  taxable  year  and  by  the 
amount  of  any  other  dividend  in  excess  of  the  current  net  income  available  for 
its  payment.  In  the  case  of  a dividend  paid  during  the  first  sixty  days  of  a tax- 
able year  which  exceeds  in  amount  the  surplus  and  undivided  profits  as  of  the  be- 
ginning of  the  taxable  year  the  excess  will  be  deemed  to  be  paid  out  of  earnings  of 
he  taxable  year  available  at  the  date  when  the  dividend  is  payable , and  to  the 
extent  that  such  earnings  are  insufficient  it  will  be  deemed  to  be  a liquidation  of 
paid  in  capital  or  surplus.  From  the  date  when  the  dividend  is  payable  the 
amount  which  the  several  stockholders  are  entitled  to  receive  will  be  treated 
as  if  actually  paid  to  them,  whether  or  not  it  is  so  paid  in  fact,  and  the  surplus 
and  undivided  profits,  either  of  the  taxable  year  or  of  the  preceding  years, 
will  in  accordance  with  the  foregoing  provisions  be  deemed  to  be  reduced  as 
of  that  date  by  the  full  amount  of  the  dividend.  Amounts  paid  to  stock- 
holders in  anticipation  of  dividends,  or  amounts  withdrawn  by  stockholders 
in  excess  of  dividends  declared,  will  in  computing  invested  capital  have  the 
same  effect  as  if  actually  paid  as  dividends.  See  also  article  813,  and  see 
generally  section  201  and  articles  1541-1549. 

976  Art.  859.  Effect  of  Stock  Dividend. — The  payment  of  a stock  divi- 
dend has  no  effect  upon  the  amount  of  invested  capital.  Such  items 

as  appraised  value  of  good  will,  appreciation  in  value  of  real  estate  or  other 
tangible  property,  etc.,  although  carried  to  surplus  and  distributed  as  stock 
dividends,  can  not  in  this  manner  be  capitalized  and  included  in  computing 
invested  capital.  If  a corporation  has  paid  a stock  dividend  in  excess  of  its 
true  surplus,  it  can  not  be  deemed  to  have  any  greater  invested  capital  than 
could  have  been  computed  had  no  such  stock  dividend  been  paid. 

977  Art.  860.  Impairment  of  Capital. — Capital  or  surplus  actually  paid 
556  in  is  not  required  to  be  reduced  because  of  an  impairment  of  capital 

in  the  nature  of  an  operating  deficit,  except  where  there  has  been 
directly  or  indirectly  a liquidation  or  return  of  their  investment  to  the  stock- 
holders, in  which  case  full  effect  must  be  given  to  any  liquidation  of  the 
original  capital. 

97  f Art.  861.  Surrender^ of  Stock. — Where  stock  which  has  originally 

556  been  issued  or  exchanged  by  the  corporation  for  property  (tangible 
or  intangible)  is  returned  to  the  corporation  as  a gift  or  for  a con- 
sideration substantially  less  than  its  par  value,  the  stock  so  returned  shall 
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not  be  treated  as  a part  of  the  stock  issued  or  exchanged  for  such  property. 
The  proceeds  derived  in  cash  or  its  equivalent  from  the  resale  of  the  stock 
so  returned  shall,  however,  be  included  in  computing  invested  capital.  See 
article  542. 

979  Art.  862.  Purchase  of  Stock. — Where  a corporation  either  di- 

556  rectly  or  indirectly,  as  for  example  through  a trustee,  has  prior  to 

the  taxable  year  bought  its  own  stock,  either  for  the  purpose  of 
retirement  or  of  holding  it  in  the  treasury  or  for  other  purposes,  the  entire 
cost  of  such  stock  must  be  deducted  from  the  aggregate  invested  capital  as 
of  the  beginning  of  the  taxable  year,  if  such  deduction  has  not  already  been 
made.  Where  such  stock  is  purchased  during  the  taxable  year  a deduction 
from  the  invested  capital  as  of  the  beginning  of  the  taxable  year  and  effective 
from  the  date  of  such  purchase  is  required  only  to  the  extent  that  such  stock 
has  not  been  purchased  out  of  the  undivided  profits  of  the  taxable  year. 
See  article  857.  The  full  amount  derived  in  cash  or  its  equivalent  from  the 
resale  of  such  stock  may  be  included  in  the  invested  capital  from  the  date 
of  such  resale,  unless  such  stock  had  been  purchased  out  of  earnings  of  the  taxable 
year.  See  article  542. 

980  Art.  863.  Invested  Capital  and  other  Measures  of  Capital. — {a)  The 

invested  capital  as  here  defined  may  differ  from  the  capital  as  shown 
on  the  books  of  the  corporation.  In  such  event  no  changes  should  be  made 
in  the  books  themselves.  The  corporation  should,  however,  in  all  cases 
keep  a permanent  record  of  the  adjustments  which  are  made  in  computing 
invested  capital.  ( b ) Section  1000  of  the  statute  imposes  a tax  on  the  fair 
value  of  the  capital  stock  of  corporations.  As  in  the  case  of  the  war  profits 
and  excess  profits  tax  the  invested  capital  is  based  upon  the  actual  invest- 
ment of  the  stockholders  in  the  corporation,  irrespective  of  the  present  value 
of  its  assets,  and  in  the  case  of  the  capital  stock  tax  the  fair  value  looks  to 
the  present  value  of  the  corporation’s  assets,  irrespective  of  the  amount  of 
the  investment  of  the  stockholders  therein,  the  amount  determined  as  the  fair 
value  of  the  capital  stock  for  the  purpose  of  the  capital  stock  tax  can  have  no 
bearing  upon  the  determination  of  invested  capital.  See  also  article  1561. 

98 1 Art.  864.  Affiliated  Corporations : Invested  Capital. — The  invested 

587  capital  of  affiliated  corporations,  as  defined  in  section  240  ( b ) of  the 

statute  and  article  633,  for  the  taxable  year  is  the  invested  capital 
of  the  entire  group  treated  as  one  unit  operated  under  a common  control. 
As  a first  step  in  the  computation  a consolidated  balance  sheet  should  be 
prepared  in  accordance  with  standard  accounting  practices,  which  will 
reflect  the  actual  assets  and  liabilities  of  the  affiliated  group.  In  preparing 
such  a balance  sheet  all  intercompany  items,  such  as  intercompany  notes 
and  accounts  receivable  and  payable,  should  be  eliminated  from  the  assets 
and  the  liabilities,  respectively,  and  proper  adjustments  should  be  made 
in  respect  of  intercompany  profits  or  losses  reflected  in  inventories  which  at 
the  beginning  or  end  of  the  taxable  year  contain  merchandise  exchanged 
between  the  corporations  included  in  the  affiliated  group  at  prices  above 
or  below  cost  to  the  producing  or  original  owner  corporation.  Such  consoli- 
dated balance  sheet  will  then  show  ( a ) the  capital  stock  of  the  parent  or 
principal  company  in  the  hands  of  the  public;  fib)  the  consolidated  surplus 
belonging  to  the  stockholders  of  the  parent  or  principal  company;  and  (c) 
the  capital  stock,  if  any,  of  subsidiary  companies  not  owned  by  the  parent 
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or  principal  company,  together  with  the  surplus,  if  any,  belonging  to  such 
minority  interest.  In  computing  consolidated  invested  capital  the  starting 
point  is  furnished  by  the  total  of  the  amounts  shown  under  (0),  ( b ) and  (c) 
above.  This  total  must  be  increased  or  diminished  by  any  adjustments 
required  to  be  made  under  the  provisions  of  sections  325,  326,  330  and  331 
of  the  statute  and  articles  811-818,  831-869,  931-934,  and  941  of  the  regu- 
lations, except  as  otherwise  provided  in  articles  865-868. 

982  Art.  865.  Affiliated  Corporations:  Intangible  Property  Paid  In. — 

587  (1)  In  respect  of  corporations  whose  affiliation  is  in  the  nature  of 

parent  and  subsidiary  companies:  ( a ) in  the  case  of  intangible  prop- 

erty bona  fide  paid  in  for  stock  or  shares  prior  to  March  3,  1917,  there  may 
be  included  in  invested  capital  an  amount  not  exceeding  the  actual  cash 
value  of  such  property  at  the  time  paid  in,  or  the  par  value  of  the  stock  or 
shares  issued  therefor,  or  in  the  aggregate  25  per  cent  of  the  par  value  of 
the  total  stock  or  shares  of  the  consolidation  outstanding  on  March  3,  1917 
(determined  as  indicated  in  items  ( a ) and  (c)  in  article  864),  or  in  the  aggre- 
gate 25  per  cent  of  the  par  value  of  the  total  stock  or  shares  shown  on  the 
consolidated  balance  sheet,  being  the  amount  of  the  capital  stock  included 
in  items  (a)  and  (c)  in  article  864  at  the  beginning  of  the  taxable  year,  which- 
ever is  lowest;  and  ( b ) in  the  case  of  intangible  property  bona  fide  paid  in  for 
stock  or  shares  on  or  after  March  3,  1917,  there  may  be  included  in  invested 
capital  an  amount  not  exceeding  the  actual  cash  value  of  such  property  at 
the  time  paid  in,  or  the  par  value  of  the  stock  or  shares  issued  therefor,  or  in 
the  aggregate  25  per  cent  of  the  par  value  of  the  total  stock  or  shares  shown 
by  the  consolidated  balance  sheet,  being  the  amount  of  the  capital  stock 
included  in  items  ( a ) and  ( c ) in  article  864  outstanding  at  the  beginning 
of  the  taxable  year,  whichever  is  lowest.  ( c ) When  intangible  property  has 
been  acquired  in  part  before  and  in  part  after  March  3,  1917,  the  amounts 
shall  be  ascertained,  respectively,  under  ( a ) and  ( b ) above  and  in  the  aggregate 
shall  in  no  case  exceed  25  per  cent  of  the  par  value  of  the  total  stock  or  shares 
outstanding  at  the  beginning  of  the  taxable  year  shown  in  the  consolidated 
balance  sheet,  being  the  amount  of  the  capital  stock  included  in  items  (a) 
and  (c)  in  article  864. 

983  (2)  In  respect  of  corporations  affiliated  by  reason  of  ownership 
587  by  the  same  interests,  the  limitations  set  forth  in  paragraphs  (4)  and 

(5)  of  subdivision  (a)  of  section  326  of  the  statute  shall  be  applied 
to  each  corporation  separately  and  the  aggregate  of  the  intangible  property, 
so  valued,  shall  be  included  in  invested  capital  in  the  consolidated  return. 
In  respect  of  each  of  the  affiliated  corporations  the  aggregate  of  the  amounts 
ascertained  under  the  provisions  of  paragraphs  (4)  and  (5)  shall  in  no  case 
exceed  25  per  cent  of  the  outstanding  capital  stock  of  such  corporation  at 
the  beginning  of  the  taxable  year. 

984  Art.  866.  Affiliated  Corporations:  Inadmissible  Assets. — Where 

587  adjustment  is  required  in  respect  of  inadmissible  assets  in  accord- 

ance with  the  provisions  of  subdivision  (c)  of  section  326  of  the 

statute,  such  adjustment  shall  be  made  on  the  basis  of  the  consolidated  bal- 
ance sheet  with  due  regard  to  the  adjustments  and  eliminations  set  forth  in 
articles  864  and  865  and  to  the  provisions  of  articles  815-818. 

985  Art.  867.  Affiliated  Corporations : Stock  of  Subsidiary  Acquired 

587  for  Cash. — When  all  or  substantially  all  of  the  stock  of  a subsidiary 

corporation  was  acquired  for  cash,  the  cash  so  paid  shall  be  the 
basis  to  be  used  in  determining  the  value  of  the  property  acquired. 
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986  Art.  868.  Affiliated  Corporations:  Stock  of  Subsidiary  Acquired  for 

587  Stock. — Where  stock  of  a subsidiary  company  was  acquired  with  the 

stock  of  the  parent  company , the  amount  to  be  included  in  the  consoli- 
dated invested  capital  in  respect  of  the  company  acquired  shall  be  computed  in  the 
same  manner  as  if  the  net  tangible  assets  and  the  intangible  assets  had  been 
acquired  instead  of  the  stock.  [When  substantially  all  the  stock  of  a subsidiary 
corporation  was  acquired  with  the  stock  of  the  parent  corporation  the 
amount  to  be  included  in  the  consolidated  invested  capital  in  respect  of  the 
corporation  acquired  shall  be  the  actual  cash  value  of  the  stock  of  the  sub- 
sidiary corporation  at  the  date  or  dates  acquired,  measured  by  the  cash 
value  of  its  net  assets  at  such  date  or  dates  (the  cash  value  of  tangible  and 
intangible  assets  being  separately  determined),  but  limited  to  the  par  value 
of  the  stock  of  the  parent  corporation  issued  therefor,  or  if  the  stock  of  the 
parent  corporation  has  no  par  value,  then  limited  to  the  value  of  such  non-par 
value  stock  ascertained  in  accordance  with  the  provisions  of  section  325 
(b)  of  the  statute.]  If  in  accordance  [connection]  with  such  acquisition  a 
paid-in  surplus  is  claimed,  such  claim  shall  [will]  be  subject  to  the  provisions 
of  article  837. 

987  Art.  869.  Affiliated  Corporations:  Invested  Capital  for  Prewar 

587  Period. — The  invested  capital  of  affiliated  corporations  for  the  pre- 

war period  shall  be  computed  on  the  same  basis  as  the  invested  capital 

for  the  taxable  year,  except  that  where  any  one  or  more  of  the  corporations 
included  in  the  consolidation  for  the  taxable  year  were  in  existence  during 
the  prewar  period,  but  were  not  then  affiliated  as  herein  defined,  then  the 
average  consolidated  invested  capital  for  the  prewar  period  shall  be  the 
average  invested  capital  of  the  corporations  which  were  affiliated  in  the  pre- 
war period  [affiliated  corporations]  plus  the  aggregate  of  the  average  invested 
capital  of  each  of  the  several  corporations  which  were  not  affiliated  during 
the  prewar  period.  Full  recognition,  however,  must  be  given  to  the  provi- 
sions of  section  330  of  the  statute,  particularly  the  last  paragraph  thereof, 
and  of  articles  931-934. 

987a  Art.  870.  Insurance  Companies. — - The  reserve  funds  of  insurance 
551  companies , the  net  additions  to  which  are  deductible  from  gross  income 

561  under  the  provisions  of  section  234  of  the  statute , cannot  be  included 

in  computing  invested  capital.  See  sections  325  and  326  (b)  and  articles 
569  and  814. 

987b  Art.  871.  Foreign  Corporations. — Inasmuch  as  the  war  profits  and 
565  excess  profits  tax  in  the  case  of  a foreign  corporation  is  not  based  on 
567  the  invested  capital  of  the  corporation , but  is  computed  in  accordance 
with  section  328  of  the  statute , the  provisions  of  section  326  and  of 
articles  831-870  have  no  application  to  foreign  corporations.  For  the  same 
reason , when  rendering  a return  of  income  on  form  1120  for  a foreign  corporation 
no  en*,r">  of  invested  capital  should  be  made  thereon.  See  article  962. 

SPECIAL^  CASE* 

988  Art.  901.  Treatment  of  Special  Cases. — In  the  cases  specified  in 

565  section  327  of  the  statute  the  taxjwill  be  specially  determined  under 

j[the  provisions  of  section  328,  but  the  tax  will  not  ordinarily  be 
computed  under  section  328  merely  bedause  the  corporation’s  form  or  man- 
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ner  of  organization,  or  the  limitations  imposed  by  section  326,  result  in  a 
greater  tax  than  would  otherwise  be  payable.  A corporation  which  comes 
within  the  provisions  of  subdivision  (d)  of  section  327  may  make  appli- 
cation for  assessment  under  the  provisions  of  section  328,  which  application 
shall  be  attached  to  its  return  in  the  form  of  a statement  setting  forth  in 
full:  ( a ) the  reasons  why  the  tax  should  be  so  determined;  ( b ) the  facts  upon 
which  such  reasons  are  based;  (c)  an  exact  description  of  each  trade  or  business 
or  important  branch  of  a trade  or  business  carried  on  by  it;  ( d ) a statement 
of  the  invested  capital  and  net  income  for  each  year  since  the  beginning 
of  the  prewar  period;  and  ( e ) a statement  showing  the  amount  of  gains,  profits, 
commissions  or  other  income  derived  on  a cost  plus  basis  from  Government 
contracts  made  after  April  5,  1917,  and  before  November  12,  1918,  and  show- 
ing the  per  cent  which  such  income  is  of  the  total  income  of  the  corporation. 
See  sections  1 and  326  and  articles  831-871  and  1510. 

COMPUTATION  OF  TAX  IN  SPECIAL  CASES. 

989  Art.  911.  Computation  of  Tax  in  Special  Cases.— In  the  cases 
570  specified  in  section  327  of  the  statute  the  tax  is  to  be  computed  by 

comparison  with  representative  corporations  whose  invested  capital 
can  be  satisfactorily  determined  under  section  326  and  which  are  engaged 
in  a like  or  similar  trade  or  business  and  similarly  circumstanced.  The 
provisions  of  section  328  do  not  permit  the  determination  of  a general  average 
for  any  trade  or  business.  In  each  case  which  comes  under  the  provisions 
of  section  327  the  Commissioner  will  determine,  as  nearly  as  may  be,  the 
group  or  class  of  corporations  with  which  the  corporation  should  be  compared 
and  the  amount  which  bears  the  same  ratio  to  the  net  income  of  the  corpora- 
tion (in  excess  of  the  specific  exemption  of  $3,000)  for  the  taxable  year  as 
the  average  tax  of  such  representative  corporations  bears  to  their  average 
net  income  (in  excess  of  the  specific  exemption  of  $3,000)  for  such  year.  The 
comparison  will  take  account  of  similarity  with  respect  to  gross  income, 
net  income,  profit  per  unit  of  business  transacted  and  capital  employed , the 
amount  and  rate  of  war  profits  or  excess  profits,  and  all  other  relevant  facts 
and  circumstances. 

990  Art.  912.  Determination  of  First  Installment  of  Tax  in  Special 

573  Cases. — In  the  case  of  any  corporation, other  than  a foreign  corporation, 

[and  in  the  case  of  any  other  corporation]  where  absolutely  no  data 
are  available  for  the  determination  of  the  invested  capital  for  the  taxable 
year,  the  installments  of  the  tax  shall  in  the  first  instance  be  determined  [com- 
puted and  the  first  installment  paid]  upon  the  basis  of  a war  profits  and  excess 
profits  tax  equal  to  50%  of  the  net  income.  In  any  other  case  under  section 
328  of  the  statute , other  than  the  case  of  a foreign  corporation , but  including  a case 
where  the  invested  capital  for  the  taxable  year  cannot  be  accurately  deter- 
mined, but  where  a minimum  amount  of  invested  capital  as  to  which  there 
is  no  question  can  be  determined,  the  installments  shall  in  the  first  instance 
be  determined  upon  the  basis  of  a war  profits  and  excess  profits  tax  computed 
by  using  the  minimum  invested  capital , such  tax  not  to  exceed  an  amount  equal 
to  50%  of  the  net  income  [computed  and  the  first  installment  paid  upon  the 
basis  of  a tax  upon  the  minimum  amount  of  invested  capital,  not,  however, 
exceeding  a tax  upon  the  basis  of  50-%  of  the  net  income.  In  any  of  the  above 
cases  the  actual  ratio  when  ascertained  shall  be  used  in  determining  the 
correct  amount  of  the  tax.] 
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990a  Art.  913.  Determination  of  First  Installment  of  Tax  in  the  Case  of 

573  Foreign  Corporation. — In  the  case  of  a foreign  corporation  the  install- 

ments of  the  tax  shall  in  the  first  instance  be  determined  upon  the  basis 
of  a war  profits  and  excess  profits  tax  computed  by  using  its  invested  capital 
for  the  taxable  year  1917,  such  tax  not  to  exceed  an  amount  equal  to  50%  of  the 
net  income.  For  the  purpose  of  this  article  the  invested  capital  for  1917  shall 
be  adjusted  for  any  subsequent  changes  in  its  amount  due  to  cash  or  property 
paid  in  or  withdrawn  or  to  surplus  or  undivided  profits  of  prior  years  retained 
in  the  business  and  properly  attributable  to  its  business  within  the  U nited  States. 
If  the  tax  for  1917  was  determined  under  section  210  of  the  Revenue  Act  of  1917, 
the  constructive  capital  which  would  result  in  a tax  equivalent  to  the  tax  determined 
under  that  section  shall  be  used. 

990b  Art.  914.  Payment  of  Tax  in  Special  Cases. — In  any  case  falling 

573  under  the  last  two  articles  the  installments  shall  be  paid  upon  the  basis 

therein  provided  until  the  Commissioner  notifies  the  corporation  of 
the  amount  of  tax  computed  under  section  328.  The  installments  shall  then  be 
recomputed  upon  the  basis  of  a war  profits  and  excess  profits  tax  of  such  amount , 
and  if  the  amount  already  paid  is  less  than  the  amount  which  would  have  already 
become  due  if  the  installments  had  originally  been  computed  upon  that  basis , 
the  additional  amount  shall  be  due  and  payable  ten  days  after  notice  and  demand 
from  the  collector.  The  provisions  hereof  supersede  any  inconsistent  instruc- 
tions in  paragraph  10  of  page  1 of  instructions , or  in  paragraph  5 of  page}2 
of  instructions,  on  return  form  1120. 

REORGANIZATIONS. 

991  Art.  931.  Scope  of  Reorganizations. — The  first  two  paragraphs  of 

575  section  330  of  the  statute  relate  only  to  the  prewar  period  and  not 
to  the  invested  capital  or  net  income  for  the  taxable  year.  Under 

their  provisions  in  the  case  of  a reorganization,  consolidation  or  change  of 
ownership,  the  corporation  is  regarded  as  having  been  in  existence  prior 
to  the  date  of  such  reorganization,  consolidation  or  change  in  ownership, 
and  the  net  income  and  invested  capital  of  the  predecessor  trade  or  busi- 
ness for  all  or  any  part  of  the  prewar  period  prior  to  the  organization  of 
the  present  corporation  are  deemed  to  have  been  the  net  income  and  invested 
capital  of  such  corporation. 

992  Art.  932.  Net  Income  and  Invested  Capital  of  Predecessor  Part- 

576  nership  or  Individual. — If  the  predecessor  trade  or  business  was 
carried  on  by  a partnership  or  individual,  the  corporation  shall  make 

its  return  of  the  net  income  and  invested  capital  of  such  trade  or  business 
as  nearly  as  may  be  in  the  same  manner  as  if  such  trade  or  business  had 
been  carried  on  by  a corporation.  It  shall  submit  with  its  return  a state- 
ment setting  forth  (a)  the  manner  in  which  such  trade  or  business  was  carried 
on  and  ( b ) the  points,  if  any,  in  which  the  provisions  of  the  statute  and  of  the 
regulations  are  not  fully  applicable  to  the  determination  of  the  net  income 
or  invested  capital  of  the  predecessor  trade  or  business  for  the  prewar  period. 
In  no  case  shall  the  deduction  from  gross  income  for  salary  or  compensation 
for  personal  services  exceed  the  salaries  or  compensation  customarily  paid 
at  that* time  by  corporations  or  partnerships  of  similar  size  and  standing 
engaged  in  [like  or]  similar  trades  or  businesses  for  similar  services  under 
like  responsibilities. 
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993  Art.  933.  Election  to  be  Taxed  as  Corporation. — A business  enter- 

577  prise  {a)  which  is  organized  as  a corporation  before  July  1,  1919, 

( b ) in  which  capital  is  and  has  been  a material  income-producing  fac- 
tor, and  ( c ) which  was  previously  owned  by  a partnership  or  individual, 
may  elect  to  be  taxed  as  a corporation  on  its  net  income  from  January  1, 
1918,  to  the  date  of  organization  of  the  corporation.  In  such  event  the 
corporation  shall  be  treated  as  if  in  existence  since  January  1,  1918,  for 
the  purposes  of  the  income  tax,  the  war  profits  and  excess  profits  tax,  and 
the  capital  stock  tax.  The  adoption  of  any  other  date  than  January  1,  1918, 
for  such  purpose  is  not  permissible.  But  this  option  is  not  extended  to  a bus- 
iness enterprise  with  a net  income  for  the  taxable  year  1918  less  than  twenty 
per  cent  of  its  invested  capital. 

994  Art.  934.  Adjustment  for  Asset  Differently  Valued  in  Prewar  In- 

578  vested  Capital. — In  any  case  in  which  as  a result  of  a reorganiza- 
tion or  for  any  other  reason  any  asset  in  existence  both  during  the 

taxable  year  and  any  prewar  year  is  included  in  computing  the  invested 
capital  for  the  taxable  year,  but  is  not  included  in  computing  the  invested 
capital  for  such  prewar  year,  or  is  valued  on  a different  basis  in  computing 
the  invested  capital  for  the  two  years,  the  difference  resulting  therefrom 
shall  not  be  included  in  determining  the  difference  10  per  cent  of  which 
is  added  to  or  deducted  from  the  war  profits  credit  under  section  311  (a) 
(2)  of  the  statute.  In  any  such  case  the  corporation  shall  make  the  readjust- 
ment required  by  the  statute,  and  shall  submit  with  its  return  a full  statement 
of  the  difference  in  such  valuations  and  of  the  facts  which  give  rise  to  such 
difference.  See  also  section  331  and  article  941. 

VALUATION  OF  ASSETS  UPON  REORGANIZATION. 

995  Art.  941.  Valuation  of  Asset  upon  Change  of  Ownership.— Where 

579  a business  is  reorganized,  consolidated  or  transferred,  or  property  Is 
transferred,.  after  March  3,  1917,  and  an  interest  of  fifty  per  cent  or 

greater  in  such  business  or  property  remains  in  any  of  the  previous  owners, 
then  for  the  purpose  .of  determining  invested  capital  each  asset  so  transferred 
is  valued  fa)  as  if  still  in  the  possession  of  the  previous  owner,  if  a corpora- 
tion, or,  if  not  a corporation,  (b)  at  its  cost  to  such  previous  owner,  with 
proper  adjustments  for  losses  and  improvements.  This  provision  is  ac- 
cordingly concerned  with  the  computation  of  invested  capital  for  the  tax- 
able year,  while  section  330  of  the  statute  is  chiefly  concerned  with  the 
determination  of  invested  capital  for  the  prewar  period.  See  articles  931 
932  and  1561-1570. 

FIS  CALI  YEARS  JfEN  DIN  G ]|IN  J1918  JOR  1919. 

9S6  Art.  951.  Fiscal  Year  with  Differentiates.— Section  335  of  the 

580  statute  applies  to  the  war  profits  and  excess  profits  tax  For  pro 

583  visions  with  respect  to  the  income  tax  see  section  205  of  the  statute 

and  articles  1621-1625.  Subdivision  (a),  which  dea^s  with  fiscal 
years  beginning  in  1917  and  ending  in  1918,  and  subdivision  (b)  which 
deals  with  fiscal  years  beginning  in  1918  and  ending  in  1919,  apply’ to  cor 
porations  other  than  personal  service  corporations.  Subdivision  fc)  which 
deals  with  fiscal  years  beginning  in  1917  and  ending  in  1918,  applies  to  part 
nerships  and  to  personal  service  corporations.  See  as  to  partnerships  articles 
321-327  and  as  to  personal  service  corporations  articles  328-335.  See  also- 
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section  252  of  the  statute  and  articles  1034-1036.  Partnerships  and  personal 
service  corporations  having  fiscal  years  beginning  in  1918  and  ending  in  1919 
are  not  subject  to  the  war  profits  and  excess  profits  tax. 

997  Art.  952.  Fiscal  Year  of  Corporation  Ending  in  1918. — The  method 

580  provided  for  computing  the  tax  for  a fiscal  year  beginning  in  1917 

and  ending  in  1918  is  as  follows:  ( a ) the  tax  attributable  to  the 

calendar  year  1917  is  found  by  computing  the  income  of  the  taxpayer  and 
the  tax  thereon  in  accordance  with  Title  II  of  the  Revenue  Act  of  1917 
as  if  the  fiscal  year  was  the  calendar  year  1917,  and  determining  the  propor- 
tion of  such  tax  which  the  number  of  months  [portion  of  the  fiscal  year]  falling 
within  the  calendar  year  1917  is  of  the  number  of  months  in  the  entire  peiiod 
[full  fiscal  year];  (b)  the  tax  attributable  to  the  calendar  year  1918  is  founsd 
by  computing  the  income  of  the  taxpayer  and  the  tax  thereon  in  accordance 
with  the  present  statute  as  if  the  fiscal  year  was  the  calendar  year  1918, 
and  determining  the  proportion  of  such  tax  which  the  number  of  months 
[portion  of  such  fiscal  year]  falling  within  the  calendar  year  is  the  number 
of  months  in  the  entire  period  [full  fiscal  year];  and  (c)  the  tax  for  the  fiscal 
year  is  found  by  adding  the  tax  attributable  to  the  calendar  year  1917  and 
the  tax  attributable  to  the  calendar  year  1918. 

998  Art.  953.  Deductions  and  Credits  in  the  Case  of  Fiscal  Year  Ending 

581  in  1918. — Net  losses  deductible  from  net  income  of  the  fiscal  year 
under  the  provisions  of  section  204  of  the  statute  shall  be  deductible 

in  computing  the  tax  attributable  to  the  calendar  year  1917  as  well  as  in 
computing  the  tax  attributable  to  the  calendar  year  1918.  See  articles 
1601-1603.  Amounts  previously  paid  by  the  taxpayer  on  account  of  the 
excess  profits  tax  for  its  fiscal  year  ending  in  1918  shall  be  credited  towards 
the  payment  of  the  war  profits  and  excess  profits  tax  imposed  for  such  fiscal 
year  by  the  present  statute.  Any  excess  shall  be  credited  or  refunded  in 
accordance  with  the  provisions  of  section  252  of  the  statute.  For  credits 
for  foreign  taxes  see  section  238  of  the  statute  and  article  611. 

999  Art.  954.  Fiscal  Year  of  Corporation  Ending  in  1919. — The  method 

582  provided  for  computing  the  tax  for  a fiscal  year  beginning  in  1918 
and  ending  in  1919  is  as  follows:  ( a ) the  tax  attributable  to  the 

calendar  year  1918  is  found  by  computing  the  income  of  the  taxpayer  and 
the  tax  thereon  in  accordance  with  the  statute  as  if  the  fiscal  year  was  the 
calendar  year  1918,  and  determining  the  proportion  of  such  tax  which  the 
number  of  months  [portion  of  such  fiscal  year]  falling  within  the  calendar  year 
1918  is  of  the  number  of  months  in  the  entire  period  [full  fiscal  year];  {b)  the 
tax  attributable  to  the  calendar  year  1919  is  found  by  computing  the  income 
of  the  taxpayer  and  the  tax  thereon  in  accordance  with  the  statute  as  if  the 
fiscal  year  was  the  calendar  year  1919,  and  determining  the  proportion  of 
such  tax  which  number  of  months  [the  portion  of  such  fiscal  year]  falling  within 
the  calendar  year  1919  is  of  the  number  of  months  in  the  entire  period  [full 
fiscal  year];  and  (c)  the  tax  for  the  fiscal  year  is  found  by  adding  the  tax  at- 
tributable to  the  calendar  year  1918  and  the  tax  attributable  to  the  calendar 
year  1919.  For  credits  for  foreign  taxes  see  section  238  of  the  statute  and 
article  611. 


war  274 


TAX 


4-28-19. 


Reg.  46.  Part  II-B. — Revised. — See  Note  on  page  241. 

WAR-PROFITS  AND  EXCESS-PROFITS  TAX  REGULATIONS. 


1000  Art.  955.  Illustration  of  Computation  of  Tax  for  Fiscal  Year. — A 

corporation  makes  it  return  on  the  basis  of  a fiscal  year  ending 
March  31.  It  had  an  average  prewar  invested  capital  of  $50,000 
and  an  average  prewar  net  income  of  $3,500.  For  the  fiscal  year  ending 
March  31,  1918,  its  invested  capital  and  net  income  are  $100,000  and 
$75,000,  respectively,  as  computed  under  Title  II  of  the  Revenue  Act  of 

1917,  and  $125,000  and  $70,000,  respectively,  as  computed  under  the  present 
statute.  Such  a difference  in  these  amounts  as  computed  under  the  two 
acts  may  readily  occur  where,  for  example,  a corporation  is  allowed  under 
the  present  statute  a deduction  for  interest,  amortization,  etc.,  which  it 
was  not  allowed  under  the  Revenue  Act  of  1917,  or  where,  under  the  present 
statute,  it  is  allowed  a greater  amount  of  invested  capital  on  account  of 
intangible  property  paid  in  for  stock  or  shares  than  allowed  under  the  Revenue 
Act  of  1917.  For  the  fiscal  year  ending  March  31,  1919,  its  invested  capital 
and  net  income  are  $125,000  and  $60,000,  respectively. 

1001  (1)  A war  excess  profits  tax  for  the  year  ending  March  31,  1918, 
as  computed  under  the  provisions  of  Title  II  of  the  Revenue  Act 

of  1917,  and  upon  the  basis  of  an  invested  capital  of  $100,000  and  a net 
income  of  $75,000  as  computed  under  that  Act,  is  $32,800.  For  the  details 
of  this  computation  see  illustration  (1)  under  article  16  of  Regulations  41.  A 
war  profits  and  excess  profits  tax  for  the  entire  period  as  computed  under 
subdivision  (a)  of  section  301  of  the  present  statute,  and  upon  the  basis 
of  an  invested  capital  of  $125,000  and  a net  income  of  $70,000  as  computed 
under  the  statute,  is  $43,600.  Section  335  provides  that  the|taxT for/this 
period  is  the  sum  of  9/12  [275/365]  of  the  tax  of  $32,800  as  computed  under 
the  Revenue  Act  of  1917,  or  $24,600  [$24,712.33],  plus  3/12  [90/365]  of  the  tax 
of  $43,600  as  computed  under  the  present  statute,  or  $10,900  [$10,750.68], 
making  a total  war  excess  profits  tax  for  the  fiscal  year  ending  March  31, 

1918,  of  $35,500  [$35,463.01]. 

1 002  (2)  A war  profits  and  excess  profits  tax  for  the  year  ending  March 
31,  1919,  as  computed  under  subdivision  (a)  of  section  301  of  the 

statute  is  $35,600.  A war  profits  and  excess  profits  tax  for  the  entire  period 
as  computed  under  subdivision  (b)  of  section  301  is  $16,400.  Section  335 
provides  that  the  tax  for  this  period  is  the  sum  of  9/12  [275/365]  of  the  tax 
of  $35,600,  as  computed  under  subdivision  (a)  of  section  301,  or  $26,700 
[$26,821.92],  plus  3/12  [90/365]  of  the  tax  of  $16,400,  as  computed  under 
subdivision  (b)  of  section  301  or  $4,100  [$4,043.84],  making  a total  war 
profits  and  excess  profits  tax  for  .the  fiscal  year  ending  March  31,  1919,  of 
$30,800  [$30,865.76]. 

RETURNS. 

1003  Art.  961.  Returns. — Every  corporation,  domestic  or  foreign,  not 
585  exempt  under  section  304  of  the  statute  and  article  751,  shall  make 

a return  for  the  purpose  of  the  war  profits  and  excess  profits  tax 
on'form  1 120.  The  return  shall  be  made  and  the  tax  shall  be  paid  as  provided 
in  the  case  of  a return  for  and  payment  of  the  income  tax  by  corporations. 
See  generally  Parts  II  A and  III  of  the  regulations,  and  particularly  sections 
239,  240,  241,  250  and  253  of  the  statute  and  the  articles  thereunder. 

1 003a  Art.  962.  Returns  in  Special  Cases. — Where  a corporation  computes 
its  war  profits  credit  upon  the  basis  of  the  sum  of  ( a ) the  specific  exemp- 
tion and  ( b ) an  amount  equal  to  10  per  cent  of  the  invested  capital  for  the  taxable 
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year , the  items  on  form  1 120  which  relate  solely  to  the  net  income  or  to  the  invested 
capital  for  the  prewar  period  need  notbe  filled  in.  Where  a corporation  enters 
on  its  return  a zvar  profits  and  excess  profits  tax  equal  to  the  amount  of  the  maxi- 
mum tax  determined  under  section  302  of  the  statute , the  items  on  form  1120 
ivhich  relate  solely  to  the  net  income  for  the  prewar  period  and  the  items  which 
relate  to  the  invested  capital  for  the  prewar  period  and  for  the  taxable  year  need 
not  be  filled  in.  Likewise  in  the  case  of  a foreign  corporation  the  same  items 
may  be  disregarded , except  that  all  of  schedule  I on  form  1120  shall  be  filled  in 
and  balance  sheets  as  of  the  beginning  and  the  end  of  the  taxable  year  for  the 
entire  business  of  the  corpoi  ation  both  within  and  without  the  United  States 
shall  be  submitted.  See  article  871.  The  Commissioner  may  at  any  time 
specifically  call  for  all  or  any  part  of  the  information  which  under  this  article  is 
not  required  to  be  entered  on  the  return.  In  any  case , however , where  a claim  is 
made  under  sections  327  and  328  of  the  statute , other  than  in  the  case  of  a foreign 
corporation , the  corporation  should  fill  out  all  items  of  the  return  so  far  as  possible 
and  submit  a statement  explaining  why  it  is  impracticable  to  fill  out  the  entire 
return. 

SALE  OF  MINERAL  DEPOSITS. 

1004  Art.  971.  Tax  on  Sale  of  Mineral  Deposits. — In  the  case  of  a sale 
586  of  mines,  oil  or  gas  wells,  or  any  interest  therein,  as  described  in 

article  13,  the  portion  of  the  war  profits  and  excess  profits  tax  attribut- 
able to  such  a sale  shall  not  exceed  20  per  cent  of  the  selling  price.  To  deter- 
mine the  application  of  this  provision  to  a particular  case  the  corporation 
should  compute  the  war  profits  and  excess  profits  tax  in  the  ordinary  way 
upon  its  net  income,  including  its  net  income  from  any  such  sale.  The 
proportion  of  the  total  tax  indicated  by  the  ratio  which  the  taxpayer’s  net 
income  from  the  sale  of  the  property,  computed  as  prescribed  in  article  715. 
bears  to  its  total  net  income  is  the  portion  of  the  tax  attributable  to  such  sale, 
and  if  it  exceeds  20  per  cent  of  the  selling  price  of  the  property  such  portion 
of  the  tax  shall  be  reduced  to  that  amount.  See  articles  219,  220  and  221. 

1 005  Art.  972.  Illustration  of  Computation  of  Tax  Where  Sale  of  Mineral 
Deposits. — In  the  case  of  the  corporation  used  as  an  illustration  in 

article  716,  let  it  be  assumed  that  its  gross  income  for  1918  included  $15,000 
derived  from  a bona  fide  sale  of  an  oil  well,  the  principal  value  of  which  had 
been  demonstrated  by  exploration  and  discovery  work  done  by  the  corpora- 
tion, and  that  the  Commissioner  finds  under  article  715  that  only  $800  of 
the  deductions  allowed  are  properly  applicable  to  the  gross  income  derived 
from  the  sale.  The  portion  of  the  net  income  attributable  to  the  sale 
would  be  $14,200,  which  is  35.5  per  cent  of  the  entire  net  income  of 
$40,000,  and  the  portion  of  the  tax  for  that  year  attributable  to  the  sale 
will  be  35.5  per  cent  of  the  entire  tax  of  $17,600,  or  $6,248.  But  this 
portion  of  the  tax  can  not  exceed  20  per  cent  of  the  selling  price  ($15,000) 
and  is  accordingly  reduced  to  $3,000.  The  total  tax  will  be  $11,352  (the 
portion  of  the  tax  not  affected)  plus  $3,000,  or  $14,352  (instead  of  $17,600). 

1006  Art.  1800.  Promulgation  of  Regulations. — In  pursuance  of  the 
8012  statute  the  foregoing  regulations  are  hereby  made  and  promul- 
gated and  all  rulings  inconsistent  herewith  are  hereby  revoked. 

Daniel  C.  Roper, 
Commissioner  of  Internal  Revenue. 

Approved:  Carter  Glass,  Secretary  of  the  Treasury. 

Preliminary  edition  not  dated;  Released:  March  5,  1919. 

Revised  edition  dated  April  17,  1919;  Released  April  21,  1919. 
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1 007  Federal  Reserve  Bank  Stock,  being  Exempt  from  all  Federal  Taxa- 
tion, by  Statute,  May  be  included  as  Invested  Capital  by  the  Holding 
Member  Bank,  as  otherwise  the  Effect  Would  be  to  Tax  it. — Replying  to 
your  letter  of  February  25,  1919,  you  are  informed  that  stock  of  a Federal 
Reserve  Bank,  held  by  a member  bank  is  held  to  be  an  admissible*  asset  in 
determining  invested  capital  for  excess  profits  tax  purposes.  (Letter  to  The 
Chase  National  Bank,  signed  by  Acting  Deputy  Commissioner  Homer  S. 
Pace,  and  dated  Alarch  11,  1919.)  *$ee  1014. 


1008  Tangible  Property  Paid  In : Value  in  Excess  of  Par  Value  of  Stock. — 

557  Reference  is  made  to  your  letter  of  March  3,  1919,  in  regard  to  the 

938  * Coal  Company,  1 — , Kentucky,  and  it  is  noted 

that  you  desire  a ruling  as  to  the  following  facts:  Mr. 

secured  a lease  on  a coal  mine  near , Kentucky.  It  appeared 

that  from  the  development  and  geographical  condition  of  the  country  that 
the  amount  of  coal  this  mine  would  produce  would  not  exceed  500,000  tons. 

The — Coal  Company  was  organized  with  a capital  stock  of  $75,000 

and  the  lease  secured  by  Mr. was  transferred  to  the  corporation. 

Subsequent  developments  have  proven  that  the  mine  will  produce  approxi- 
mately 2,000,000  tons  of  coal.  At  the  time  of  organization,  the  company 
was  capitalized  on  the  basis  of  the  value  of  the  coal  known  to  be  contained 
in  the  property.  The  company,  therefore,  desires  to  include  in  invested 
capital  the  increase  in  value  of  the  property  due  to  the  discovery  of  the 
extraordinary  large  deposits  of  coal.  In  this  connection  your  attention  is 
called  to  Article  836  [1f938]  of  Regulations  No.  45.  (Letter  to  The  Corpora- 
tion Trust  Company,  signed  by  Commissioner  Daniel  C.  Roper,  and  dated 
March  11.) 


1009  The  Advisory  Tax  Board  Membership. — Commissioner  Daniel  C. 

591  Roper  announced  today  his  appointments  to  the  new  Advisory 

Tax  Board  of  the  Bureau  of  Internal  Revenue.  Five  memberships 
are  announced.  The  sixth  membership  has  been  reserved  as  a roving  com- 
mission for  experts  who  will  be  called  in  from  time  to  time  from  various 
industries.  The  men  named  today  are: 

Dr.  T.  S.  Adams,  Professor  of  Political  Economy  of  Yale  University, 
and  formerly  of  the  Wisconsin  Tax  Commission. 

J.  E.  Sterrett,  of  New  York,  Certified  Public  Accountant,  and 
formerly  President  of  the  American  Institute  of  Accountants. 

Stuart  W.  Cramer,  of  Charlotte,  North  Carolina,  engineer,  con- 
tractor and  cotton  manufacturer;  former  President  of  the  National 
Association  of  American  Cotton  Manufacturers. 

L.  F.  Speer,  former  Deputy  Commissioner,  Bureau  of  Internal 
Revenue,  Income  Tax  Division. 

Fred  T.  Field,  of  Boston,  Mass.,  expert  tax  lawyer,  and  formerly 
Assistant  Attorney  General  of  Massachusetts. 

1010  The  chairman  of  the  new  board  of  advisors  will  be  Dr.  Adams,  who  has 
been  active  in  the  Bureau’s  affairs  for  some  time. 

1011  Particular  attention  will  be  given  to  problems  arising  where  dif- 
ferences of  opinion  exist  between  the  taxpayers  and  the  Bureau. 

Such  differences  occur  not  only  with  individuals,  but  also  with  groups  and 
even  with  classes  of  industry. 
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1012  Formal  hearings  will  be  given  to  taxpayers  in  every  case  where  the 
facts  warrant,  and  it  was  stated  today  at  the  Revenue  Bureau  that 

the  smallest  individual  or  the  most  eminent  legal  counsel  for  the 
largest  corporation  shall  find  a hearing  equally  accessible.  Commissioner 
Roper  has  already  announced  his  policy  “to  employ  every  means  available 
so  that  the  scales  of  justice  may  be  held  evenly  in  deciding  each  case.” 

1013  The  Board  will  be  called  upon  to  decide  questions  involving  the 
general  aspects  of  taxation  and  differentiation  of  economic  activities, 

accounting,  forms  of  organization,  trade  customs,  industrial  manage- 
ment, legal  procedure  and  administration.  Special  studies  will  be  made  of 
such  matters  as  they  affect  Federal  taxation.  (Official  announcement  from 
the  Bureau  of  Internal  Revenue,  dated  March  14,  1919.) 


1014  Federal  Reserve  Bank  Stock  held  to  be  an  inadmissible  asset. — 

552  Reference  is  made  to  office  letter  to  you  dated  March  11,  1919,  in 
929  reply  to  your  letter  of  February  25, 1919.  ^Through  an  oversight  an 
1 007  erroneous  ruling  was  made  in  the  above  mentioned  office  letter,  relative 
to  Federal  Reserve  Bank  Stock,  in  connection  with  invested  capital. 
•'Federal  Reserve  Bank  Stock,  held  by  a member  bank,  is  held  to  be  an 
inadvnssible  asset  in  determining  invested  capital  for  excess  profits  tax  pur- 
poses. This  ruling  will  supersede  the  ruling  in  office  letter  of  March  11, 
1919.  (Letter  to  The  Chase  National  Bank,  New  York,  N.  Y.,  signed  by 
Commissioner  Daniel  C.  Roper,  and  dated  March  13,  1919.) 


(T.  D.  2812.) 

1015  Correction  in  Form  1120,  Corporation  Income  Profits  Tax  Return 
Form. — Attention  is  directed  to  an  error  in  the  title  of  Schedule  K, 
Form  1120,  “Corporation  Income  Profits  Tax  Return”  (page  281).  The 
title  of  this  schedule  reads  “Changes  in  invested  capital  from  end  of  pre- 
war period  to  beginning  of  taxable  year  not  shown  in  Schedule  A.”  It  should 
read  “Changes  in  invested  capital  from  end  of  pre-war  period  to  beginning 
of  taxable  year  not  shown  in  Schedule  D.”  (T.  D.  2812,  signed  by  Commis- 
sioner Daniel  C.  Roper,  and  dated  March  22,  1919.) 


l G 1 6 Corporation  with  No  Taxable  Income  not  Required  to  Fill  ’out 
912  Profits-Tax  Schedules  on  Form  1120. — Reference  is  made  to  the 
1003  following  telegram  of  March  19,  1919: 

“W  here  computation  shows  that  a corporation  has  no  taxable 
net  income  must  it  go  to  expense  of  preparing  and  filling  out  the 
schedules  relating  to  excess  profits  w^ar  profits  on  Form  1120?  Is  an 
swer  any  different  if  the  return  is  a consolidated  return?  Kindly 
wire  reply.” 

In  reply  you  are  advised  that  corporations  which  have  no  taxable  in- 
come for  the  year  are  required  to  fill  out  only  Schedules  A and  B and  the 
Schedules  in  support  thereof,  on  their  (separate  or  consolidated)  corporate 
income  tax  returns  (Form  1120),  and  are  not  required  to  furnish  the  other 
information  called  for  on  these  returns.  (Letter  to  Van  Vorst,  Marshall 
and  Smith,  New  York,  N.  Y.,  signed  by  J.  H.  Callan,  Assistant  to  the 
Commissioner,  and  dated  March  24,  1919.) 

1017  For  ![1017  see  page  288. 
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DELIVER  OR  SEND 
THIS  RETURN 
TO  COLLECTOR  OF 
INTERNAL  REVENUE 
ON  OR  BEFORE 
MARCH  15,  1919 


IF  EXTENSION  OF 
TIME  FOR  FILING  RETURN 
HAS  BEEN  GRANTED 
THE  AUTHORIZATION 
MUST  BE  ATTACHED  TO 
THIS  RETURN 


Paffo  1— Summary 

Form  1120— UNITED  STATES  INTERNAL  REVENUE  SERVICE 

CORPORATION  INCOME  AND  PROFITS  TAX  RETURN 

FOR  CALENDAR  YEAR  1918 

OR 

Fiscal  Period  begun , and  ended , 1918 

II  lh«  prjrnunt 


Schedule  IV)  tU 


(Print  plainly  corporation’s  ntnao  and  principal  place  of  buiinru) 


<m>  not  wine  in  Tins  SPACE) 


PAYMENT 

* 

CASH 

%. 

CHECK 

$ 

M.  O. 

$ 

CERT.  OF  IND. 

(C&ahier’a  Stamp) 


SCHEDULE  I — NET  INCOME. 


Item. 

ion 

1912 

1T13 

1.  Net  Income  for  Bach  Fbswar  Year  (as  dually  dptArrynTuvl  un  fommA  return) . , 

, i 

1 1 

$ 

2.  Plus  amount  of  corporation  excise  tax  paid  in  each  year 

* i 

i 

i i 

* i 

— 

4.  1,PRR  dividonrln  received  in  1913  . ri  . ..  . . . ......  -.T»-  

1 

5.  Net  Total  tor  1913  _ _ 

6.  Average  Net  Income  for  Prewar  Period  (sum  of  items  on  lino  3 for  1511  and  1912  and  Item  5 for  1913,  divided  by  number  of  years) 

7.  Net  Income  for  Taxable  Year  (Item  25,  Schedule  A,  page  2) 

rl 

! 1 

1 1 

— 

SCHEDULE  ri— INVESTED  CAPITAL. 


Hem. 

1921 

1912 

1 low 

Taxable  Year. 

1.  Capital,  surplus,  and  undivided  profits  at  the  close  of  the  preceding  year  at  shown  by 

$ 

i 

$ 

-J 

L 

3 j 

. 1.  , 

2.  Plus  adjustments  by  way  of  additions  (from  Schedule  F) 



1 



f- 

1 

3.  Total 

$ 

1 

■ 

I . 

$ j 

4.  Less  adjustments  by  way  of  deductions  (from  Schedule  G) 

1 

1 

| 

C 

5 

1 

$ 1 

1 

$ 1 

C.  PluS  or  minus  changes  in  invested  capital  during  year  (from 
Schedules  H and  J) - 

1— 

7.  Total  (or  Balance) 

$„ 1 

1 l 

1 

$ 

$ 

i 

! 

8.  Less  deduction  on  account  of  inadmissible  assets  (from 
Schedule  L). 

1 

1 

9.  Invested  Capital  for  Each  Year  — 

s 

* 

1 

s 

$ 

10.  Average  Invested  Capital  for  Prewar  Period  (sum  of  items  on  line 

) 9 for  1! 

111.  1912.  and  1913  divided  bv  number  of  years)—. 

11.  Increase  or  Decrease  in  Invested  Capital  for  Taxable  Year  as  Compared  with  Average  Prewar  Invested  Cafital  (Indicate  decrease  by  “D”). 

$ 





SCHEDULE  III— EXCESS-PROFITS  AND  WAR-PROFITS  CREDITS. 

(If  this  return  is  made  for  a period  less  than  a full  year,  Items  3 and  8 must  be  reduced  as  provided  in  paragraph  1,  page  1 of  Instructions.) 


EXCESS-PROFITS  CREDIT. 

1.  Fight  per  cent  of  invested  capital  for  taxable  year  (Item  9, 
last  column,  Schedule  II)  _ — _ _ _ . 

$ 

WAR-PROFIT3  CREDIT. 

4.  Average  net  income  for  prewar  period  (Item  6,  Schedule  I). 

5.  Plus  10%  of  increase  or  minus  10%  of  decrease  shown  by 

Item  11,  Schedule  II 

L_ 

( 

— 

— 

2.  Exemption  ($3,000) 

6.  (a)  Total  of  (or  Difference  Between)  Items  4 and  5, 
or  ( b ) 10  '/o  of  invested  capital  for  taxable  year  (Item 
9,  last  column, 'Schedule  ll),  whichever  is  larger.......... 

$ 

3.  Excess-Profits  Credit  (Item  1 plus  Item  2) 

* 

7.  Exemption  ($3,000) — — 

8.  War-Profits  Credit  (Item  6 plus  Item  7) 

$ 

SCHEDULE  IV— COMPUTATION  OF  TAXES. 

WAR-PROFITS  AND  EXCESS-PROFITS  TAX  (Bracket*  one  and  two). 

(If  this  return  is  for  a period  less  than  a full  year  the  invested  capital  must  bo  reduced  as  provided  in  paragraph  1,  page  1 of  Instructions.) 


1.  Brackets. 

2.  Amount  of  Net  Income  (Item 
7,  Schedule I)  in  Each  Bracket. 

3.  Excess-Profits  Credit 
(Item  3,  Schedule  III). 

4.  Balance  Subject  to 

Tax. 

5. 

Rate. 

6.  Amount  of  Tax. 

1-  Not  over  20#,  of  invested  capital  



* l 

| 

$ 

I 

30% 

65% 

$ ! I 

2.  Over  20%  of  invested  capital..  

i 

i 

j j 

8.  Totals 

$- 

L-..I 

! k ! 

L 

$ I ! 



WAR-PROFITS  AND  EXCESS-PROFITS  TAX  (Brocket  three). 


4.  Net  income  for  taxable  year  (Item  7,  Schedule  I) $ 

6.  Less  amount  of  war-profits  credit  (Item  8,  Schedule  III). 

6.  Balance 


7.  Eighty  per  cent  of  Item  6 '$ 

8.  Less  Item  3 column  6 (if  I 


smaller  than  Item  7) . 


Tax  in  Bracket  thp.ee  (Item  7 minus  Item  8 — if 
Item  8 is  the  larger,  make  no  entry). 


10.  Total  War-Profits  and  Excess-Profits  Tax  as  Computed  under  Section  301  (a)  (Item  3 column  6 plus  Item  9) 

11,  Total  War-Profits  and  Excess-Profits  Tax,  if  Computed  under  Section  302,  303,  304  (c)  or  337  (see  Instructions,  page  1,  paragraphs  6 and  7) 


I:zl 


INCOME  TAX. 


12.  Netincomefortaxableyear(Item7,  Schedulel). 

13.  less:  Interest  on  obligations «f  U.  S.nolti- 

empt  (Hem  4,  Schedule  1,  page  2)..  f 

14.  War-profits  and  excess- 

profits  tax  (lien  1#  or  II). . 

15.  Exemption  (62,000  unless 

i»turn  Is  for  lees  than  a year).  _ 

16.  Balance  surjeotto  income 


tax  (Item  12  lees  Items  13,  14,  and  15)-., 

Total  War-Profits,  Excess-Profits,  and  Income  Taxes  (except  in  case  of  a fiscal  year)  (Item  18  minus  Item  19) 


17:  Tax  of  12%  on  Item  16  — _ 


18.  Item  10  or  Item  11  plus  Item  17  

19.  Less  income,  war-profits,  and  excess-profits  taxes  paid  or 

accrued  to  foreign  countries  on  income  arising  from 
sources  therein,  and  to  possessions oi  the  United  States 
(see  Sections  238  and  240  (c)  oi  Revenue  Act  of  1918) 


ADJUSTMENT  OF  TAX  FOR  FISCAL  YEAR  ENDED  IN  ISIS. 


21.  That  proportion  of  Item  20  which  the  number  of  months 
within  the  calendar  year  1918  is  of  the  number  of  months 
in  the  entire  period—  

$ 

I 23.  Total  tax  (Item  21  plus  Item  22) 

24.  Les3  total  tax  already  paid  for  the  fiscal  yeat  ended  in  1018. 
!l  25.  Balance  op  Tax 

$ 

— 

22.  That  proportion  of  a tai  computed  wider  (lie  revenue  acts  of  1916  and  1917 
whleh  the  number  of  months  within  the  calendar  year  1917  is  of  the 
number  of  months  tn  the  entire  period 

$ 

$ 

V 

26.  Tax  paid:  On  submiffiion  of  tentative  return  (1031T).  $ 

— 1 t>y 

remittance  accompanying  this  return,  $ — Total. 

$ 
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I’a^e  2 -Income  8cneuu!es 


SCHEDULE  A— TAXABLE  NET  INCOME. 

Non-  -Railroad  corporations,  bank,,  intumnco  companion,  and  other  corporation*  required  to  sub:nit  statements  ol  income  and  expenses  to  any  national,  State,  municipal, 
public  ofllrnr  may  submit  innteud  of  .Srluidul*  A a Mtatemeut  of  income  ami  oxpeonos  in  the  form  in  which  submitted  to  such  otiicer.  In  such  cases  the  taxable  not  income 
re.  on.  ilc, I I,  , me  in  i of  Si  lo  .Iii'm  Ji  with  the  not  profit  nliown  by  the  income  and  expenaa  statement  submitted,  and  should  bo  entered  aa  Item  7,  Schedule  I,  page  1. 


or  other 
will  be 


CROSS  INCOME. 

1 ,~~G roes  sales,  less  returns  and  allowance)! 

2.  Leits  cost  of  goods  sold,  exclusive  of  expo iu.es,  repairs,  and  other  items  called  for  separately 

below  (from  Schedule  A2) 1 __ 

3.  Gross  incorno  from  operations  other  than  trading  or  manufacturing,  less  allowances  (from  Schedule  A3) 

4.  Interest  on  obligations  of  the  United  States  or  its  possessions  not  exempt  (from  SchedtUo  At) 

5.  Interest  from  othor  sources  (from  Schedule  A9) — - — 

7.  Royalties ' ■ - 

8.  Slrnru  of  net  income  o&rncd  alnco  December  31,  1917,  by  personal  service  corporations  (whether  received  or  uof)  . 


9.  Dividends  on  stork  nf  foreign  corporations  (from  Schodttle  A9) 

10.  Gross  income  from  all  other  sources  except  dividends  (not  including  any  amount  I 
cofluuvous investments — see  item  23,  below)  (from  Scbedulo  A10) — 


i respect  of  sales  of  capital  assets  or  mis- 


Totai.  of  Item*  1 to  10.. 


DEDUCTIONS. 


12.  Ordinary  and  noccssary  expenses  (except  amounts  reported  in  Item  2 above  or  called  for  separately  below,  and  not  includ- 

ing cost  or  value  of  cupital  assets  or  miscellaneous  investments  sold  during  taxable  year — see  Item  23)  (from  Schedule  A12)  $ 

13.  Compensation  of  olliccrs  (including  salaries,  commissions,  and  other  compensation  in  whatever  form  paid)  (from  Schedule 

14.  Repairs  (including  labor,  supplies,  overhead,  and  other  items  properly  chargeable  to  repairs)  (from  Schedule  Aid ) .... 

16.  Interest  (except  on  indebtedness  incurred  or  continued  to  purchase  or  carry  obligations  or  securities,  other  than  obligations 

of  the  United  States  issued  after  September  24,  1917,  the  interest  on  which  is  wholly  exempt  from  income  tax) 

10.  Taxes  (except  Federal  incorno,  war-profits,  and  excess-profits  taxee,  tuxes  which  are  a credit  under  Section  238,  and 
taxes  assessed  against  local  benefits  of  a kind  tending  to  increase  the  value  of  the  property  assessed)! 

17.  Dobts  ascertained  to  be  worthless  and  charged  off  within  the  taxable  year 

18.  Exhaustion,  woar  UDd  tear  (including  obsplesccnce)  (from  Schedule  A18) 

19.  Amortization  of  war  facilities  (from  Schedule  Ai9). 


20.  Depletion  (if  depletion  is  clnimcd,  Form  A (revised)  of  Mines  and  Minerals  Section  should  be  obtained  from  the  Collector,  I 

Ailed  in,  and  filed) i L 

21.  Total  of  Items  12  to  20 

22.  Difference  Between  Items  11  and  21 ... 

23.  Profit  or  loss  on  sales  of  capital  assets  and  miscellaneous  investments  (from  Schedule  . 

24.  Losses  sustained  during  the  taxable  year  from  fire,  c'.orm,  or  other  casualty,  or  from  t 

ance  or  otherwise  (from  Schedule  A2. } (extend  in  last  column  net  total  of  Items  23  ; 


theft,  not  compensated  for  by  insur-  | 

: and  24) — | 


Net  Income  for  Taxable  Year  (total  of  or  difference  between  Item  22  and  Item  24,  last  column) (to  be  entered  aa  Item  7,  Schedule  I,  page  1) 


SCHEDULE  B— RECONCILIATION  OF  NET  PROFIT  PER  BOOKS  WITH  TAXABLE  NET  INCOME. 


1.  Net  profit  for  year  per  books,  before  any  adjustments  are  1 
made  therein 

5.  Non  taxable  income: 

2.  Unallowable  deductions : 

(a)  Donations,  gratuities,  and  contributions 

(а)  Interest  on  obligations  of  tho  United  States  and  its 

possessions,  wholly  exempt 

(б)  Interest  on  obligations  of  States,  Territories,  and 

political  subdivisions  thereof 

$ 

(J)  Income,  war-profits,  and  fieeas-proIRs  taan  paid  or  accrued  to  the 

fe)  Special  improvement  taxes  



(c)  Interest  on  Farm  Loan  Bonds  issued  under  Federal 
Farm  Loan  Act 

(a)  Furniture  and  fixtures,  additions,  or  betterments 
treated  as  expenses  on  the  honks 

(d)  Dividends  on  stock  of  domestic  corporations 

.......... 

(e)  Replacements  covered  by  depreciation 

(e)  Dividends  on  9tock  of  personal  service  corporations 
declared  outof  profits  earned  prior  to  January  1,1918 

(J)  Insurance  premiums  paid  on  the  life  of  any  officer  or 
employee  for  the  benefit  of  the  corporation  or  business. 
In)  Interest  on’indebtedneoa  incurred  or  continued  to  purchase  or  carrr 
obligation*  or  Eccunties  (other  than  obligations  of  the  United 

(/)  Other  items  of  nontaxable  income  (to  be  detailed)... 

V 

" In  wholij  exempt  from  Income  tai _*?. 

{h)  Additions  to  reserves  for  bad  debts,  contingencies,  etc. 
(to  be  detailed)..  . 

(A)  

(i)  .... 

— 

C.  Charges  against  reserves  for  bad  debts,  contingencies,  etc. 
(to  be  detailed) 

'ij) 

(a)  

(6)  .... 









(ml  Other  unallowable  deductions  (to  be  detailed) 

fn)  



(c)  

— 

- . 

7 . Amount  necessary  to  adjust  book  profit  or  loss  with  the  amounts  reported 
In  Items  23  and  24,  Schedale  A (unless  entry  belongs  cn  line  S) 

3.  Amount  nectar?  to  adjust  book  profit  or  loss  with  the  amounts  reported 
in  Items  23  and  24,  ScheJule  A (unless  entry  belongs  on  line  7) 

3.  Taxable  net  income  (Item  25.  Schedule  A) 

9.  Total 

$-. 

4.  Total 

$ 



- ( 


SCHEDULE  C— BALANCE  SHEETS. 

Attach  hereto  balance  sheets  as  of  the  beginning  and  end  of  the  taxable  year  (preferabl  y in  parallel  columns),  showing  as  nearly  as  practicable  the  details  called  for  below : 


ASSETS. 

Cash  (including  cash  in  bank  and  on  hand,  certificates  of  deposit,  etc.). 
Trad*  accounts  and  note*  receivable  (before  deducting  reserves  for 

losses). 

Other  account*  and  nota*  receivable  (to  be  classified). 
.Inventories: 

Raw  materials. 

Work  in  progress. 

Finished  products. 


investments: 

U.  S.  bonds  and  obligations  (each  issue  to  be  stated  separately), 
block  ol  corporations— 

Foreign. 

Domestic 

Bands— 

Exempt  (municipal,  State,  etc.). 

Other. 

Loans  and  advances: 

To  officers  and  employees. 


ASSETS  (Continued). 

Deferred  charges  to  future  operations. 

Fixed  assets: 

Land. 

Buildings. 

Machinery. 

Tools  and  minor  equipment. 

Delivery  equipment.  r 
Office  furniture. 

Other  (stato  character). 

Total. 

Less  reserve  for  depreciation. 

Net  Value. 

Patents,  good  will,  and  other  intangible  asset: 

Paid  for  in  cash  or  other  tangible  property. 
Paid  for  in  stock  (other  thatf  stock  dividends). 
Created  by  slock  dividend  or  otherwise. 


LIABILITIES. 

Notes  payable: 

To  officers  and  stockholders. 

To  others  (including  bonk  leans). 

Accounts  payable: 

Trade. 

Other. 


On  bonds. 

On  stock. 

TotIj.. 


Reserve  for  losses  on  notes  and  accounts  receive 


Capital  stock  outstanding  (to  t 
Surplus  and  undivided  profits 
Total 


A corporation' having  a net  income  of  $3,000  or  more,  which  was  in  exisjence  during  at  least  one  full  prewar  year,  should  also  attach  to  this  return  similar  balance  sheets  (preferably 
i parallel  columns)  as  of  the  beginning  of  its  first  full  prewar  year  and  as  cif  Decamber  31,  1913, 

SCHEDULE  D^- ANALYSIS  OF  SURPLUS  ACCOUNT.  * 

Attach  hereto  an  analysis  of  the  corporation’s  surplus  account,  shovpn'g  the  details  of  all  adjustments  of  surplus  for  the  taxable  year,  as  nearly  aa  practicable  in  the  following  form: 

l cash  or 


1.  Surplus  at  beginning  of  year  per  books. 

Add:  2.  Total  net  profit  per  books  and  per  Schedule  B (Item  1). 

3.  Other  credits  to  surplus  (to  be  detailed). 

4. 1 Total  of  Items  1,  2,  and  3. 


Deduct:  5.  Dividends  (state  date  payable  and  amount  of  each,  and  whether  i 
in  stock). 

6.  Other  debits  to  surplus  (to  be  detailed). 

7.  Surplus  at  end  of  year  per  books. 


A corporation  having  a net  inemne  of  $3,000  or  more,  which  was  in  existence  during  ftt  least  one  full  prewar  year,  should  also  attach  to  this  return  a similar  analysis  of  its  surplus 
Account  for  its  first  full  prewar  year  and  for  each  subsequent  year  down  to  the  beginning  of  the  taxable  year.  i_«»o 
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Pago  8 — Income  Schedules— rConcluded 
SCHEDULES  SUPPORTING  SCHEDULE  A 

« The  schedules  called  for  below  should  ho  prepared  and  firmly  stapled  to  this  return.  Designate  each  schedule  with  the  number  of  the  item  in 
'{Schedule  A which  it  oxplains.  Make  schedules  on  paper  of  uniform  size  so  far  as  practicable.  In  the  space  provided  for  the  purpose  on  page  6 list 
&JQ  schedules  attached  to  this  return,  giving  the  title  and  schedule  number  of  each. 


SCHEDULE  A2:  COST  OF  GOODS  SOLD,  EXCLUSIVE  OF  EXPENSES, 

REPAIRS,  AND  OTHER  ITEMS  CALLE^  FOR  SEPARATELY. 

In  support  of  Item  2,  Schedule  A,  corporations  engaged  in  manufacturing  or  trading 
operations  should  submit  on  analysis,  in  reasonable  detail,  of  the  cost  of  goods  sold.  This 
statement  should  ordinarily  include  the  following  items  but  should  not  include  any 
expense  items  called  for  separately  in  Schedule  A. 

1.  Inventories  at  beginning  of  period  (to  be  reconciled  with  balance  sheet). 

2.  Purchases  during  period. 

8.  Labor  and  wages  ordinarily  charged  to  manufacturing  cost  on  the  corporation's 
books,  showing  the  principal  items  separately. 

4.  Other  expenses  ordinarily  charged  to  manufacturing  cost  on  the  corporation’s 
books.  (State  separately  large  or  unusual  items.) 

6.  Total. 

Deduct: 

6.  Inventories  at  close  of  period  (to  be  reconciled  with  balance  sheet): 

7.  Cost  of  goods'  sold  (Item  5 less  Item  6). 

Note.— Inventories  should  be  valued  at  (a)  cost  or  ( b ) cost  or  'market,  whichever 
is'  lower,  provided,  however,  that  whichever  basis  was  adopted  by  a taxpayer  for  the 
taxable  year  1917  must  be  continued  unless  upon  application  to  the  Commissioner 
permission  is  granted  to  change.  If  basis  (6)  is  used  it  must  be  applied  to  each  item  in 
the  inventory  and  not  to  a part  only.  ■ Inventories  should  be  recorded  in  a legible  manner, 
properly  computed  and  summarized,  and  should  be  preserved  as  a part  of  the  accounting 
records  of  the  taxpayer.  (See  Articles  1581  to  1585  of  Regulations.  No.  45.) 

State  here  which  of  the  above-mentioned  bases  for  valuing  inventories  is  used  in  this 

return 

SCHEDULE  A3:  GROSS  INCOME  FROM  OPERATIONS  OTHER  THAN  TRAD- 
ING OR  MANUFACTURING,  LESS  ALLOWANCES. 

Submit  a schedule  showing  the  nature  and  amount  of  the  principal  items  included 
• in  Item  3,  Schedule  A 

Life  insurance  companies  should  enter  as  Item  3,  Schedule  A,  the  total  premiums 
received  from  policyholdere  less  such  portion  thereof  as  has  been  paid  back  or  credited  to, 

. or  treated  as  an  abatement  of  premiums  of,  such  policyholders  within  the  taxable  year. 
(See  Articles  546  and  547  of  Regulations  45.) 

Mutual  marine  insurance  companies  Bhould  report  as  Item  3,  Schedule  A,  the  gross 
premiums  collected  and.received  by  them  less  amounts  paid  for  reinsurance, 

SCHEDULE  A4:  INTEREST  ON  OBLIGATIONS  OF  UNITED  STATES  OR  ITS 

POSSESSIONS  NOT  EXEMPT. 

Enter  in  table  below  the  maximum  amount  of  Liberty  Bonds  and  other  obligations  of 
the  United  StateB  issued  since  September  24, 1917  (par  value)  held  at  any  one  time,  from 
which  interest  was  derived  during  the  taxable  year: 


■ — 

1.  Class  or  Obuoatiox. 

2. 

Maxi mum  Amount  of 
Obligations. 

3.  Maximum 
Exemption. 

la.  First  Liberty  Loan  converted  into  Second  Loan 
and  Second  Liberty  Loan  nnconverted  (interest 
received  since  January  1,  1918) 

$ 

845.000 

lb.  First  and  8eeond  Liberty  Loans  converted  into 
Third  Loan  and  Third  Liberty  Loan 

Note6) 

In  addition  an 
exemption  of 
85,000  may  bo 
claimed  as  to 

2.  First  Liberty  Loan  converted  into  Fourth  Loan.. 

30.000 

classes  or  may 
be  divided 

8.  Fourth  Liberty  Loan 

30,000 

among  them. 

4.  Other  obligations  issued  since  September  24, 1917. 

— 



— — 

0 

Note. — This  exemption  as  to  Items  la  and  lb  (maximum  $45,000)  is  limited  to  one 
and  one-half  times  the  amount  of  bonds  of  the  Fourth  Liberty  Loan  originally  subscribed 


for  and  still  held.  State  that  amount  hero,  $ l... 

In  order  to  ascertain  the  amount  to  be  entered  as  Item  4,  Scehedule  A,  refer  first  to  the 
table  above. 

If  the  amount  entered  in  column  2 of  the  table  for  any  class  of  obligations  exceeds 
the  maximum  exemption  for  the  same  class  of  obligations  plus  any  part  of  the  $5,000 
exemption  assigned  to  that  class  (see  column  3),  attach  hereto  a schedule  showing  in 
separate  columns  the  following  information : 

(a)  Class  of  obligations.  1 

(b)  First  and  last  dates  of  each  period  during  which  the  corporation’s  holdings  of  that 
^lass  of  obligations  remained  unchanged. 

(c)  Amount  of  obligations  of  that  class  held  by  the  corporation  during  each  such  period. 

(d)  Amount  by  which  each  amount  entered  in  column  (c)  exceeds  the  maximum  exemp- 
tion for  that  class  of  obligations. 

(«)  Rate  of  interest. 

(/)  Interest  derived  from  each  amount  of  principal  stated  in  column  (d). 

For  the  purpose  of  showing  changes  in  holdings  and  applying  the  exemption,  classes 
la  and  lb  must  be  taken  jointly,-  but  for  the  purpose  of  computing  the  taxable  interest 
they  must  be  entered  separately. 

Enter  as  Item  4,  Schedule  A,  the  total  of  column  (/)  for  all' classes  of  obligations. 
Submit  also  a statement  showing  the  amount  of  interest  derived  from  bonds  and 
other  obligations  of  the  United  States  and  its  possessions,"  exclusive  of  those  described  in 
•the  table  above. 

SCHEDULE  A5:  INTEREST  FROM  OTHER  SOURCES. 

Submit  a schedule  showing  the  source,  nature,  and  amount  of  the  principal  items 
included  herein,  the  minor  items  being  grouped  in  one  figure.  The  total  of  the  schedule 
should  be  entered  as  Item  5,  Schedule  A. 

For  interest  on  foreign  bonds  submit  a schedule  showing  (a)  name  of  country; 
(5)  kind  of  obligations  (whether  national,  state,  municipal,  or  corporate  obligations); 

(e)  amount, of  principal;  and  (d)  amount  of  interest. 

SCHEDULE  A9:  DIVIDENDS  ON  STOCK  OF  FOREIGN  CORPORATIONS. 

" Submit  a schedule  showing  (n)  name  of  corporation;  (5)  country  in  which  organized; 
(e)  total  par  value  of  stock  held;  and  (d)  amount  of  dividends. 

SCHEDULE  A10:  GROSS  INCOME  FROM  ALL  OTHER  SOURCES  EXCEPT 
DIVIDENDS  (not  including  any  amount  in  respect  of  capital  assets  or 
miscellaneous  investments). 

Submit  a schedule  showing  the  source,  nature,  and  amouiit  of  the  principal,  item3 
included  herein,  the  minor  items  being  grouped  in  one  figure."  The  total  of  the  schedule 
should  be  entered  as  Item  10,  Schedule  A. 

SCHEDULE  A12:  ORDINARY  AND'NECESSARY  EXPENSES  (except  amounts 
called  for  separately  in  Schedule  A and  not  including  cost  or  value  of 
capital  assets  or  miscellaneous  investments  sold  during  taxable  year). 

Submit  a statement  showing  character  and  amount  of  the  principal  items  included 
-in  Item  12,  Schedule  A. 


Insurance  companies  should  state  separately  in  Schedulo  A12  (a)  the  net  addition 
'required  by  law  to  be  made  within  tho  taxable  year  to  reserve  funds  (including  in  the 
case  ol  assessment  insurance  companies  the  actual  deposit  of  sums  with  State  or  Terri- 
torial officcre  pursuant  to  law  as  additions  to  guarantee  or  reserve  funds;  and  (6)  the  total 
of  sums  other  than  dividends  paid  within  the  year  on  policy  and  annuity  contracts. 

Corporations  issuing  policies  covering  life,  health,  and  accident  insurance  oombined 
in  one  policy  issued  on  the  weekly  premium  payment  plan  continuing  for  life  and  not 
subject  to  cancellation  should  report  in  Schedule  A12  such  port  of  the  net  addition 
(not  required  by  law)  mado  within  the  taxable  year  to  reserve  funds  as  is  required  for  the 
protection  of  the  hold  era  of  such  policies. 

Mutual  marine  insurance  companies  should  report  in  Schedule  A12  amounts  repaid 
to  policyholders  on  account  of  premiums  previously  paid  by  them  and  interest  paid  upon 
such  amounts  between  the  ascertainment  and  the  payment  thereof. 

Mutual  insurance  companies  (other  than  mutual  life  and  mutual  marine  insurance 
companies)  that  require  their  members  to  make  premium  deposits  to  provide  for  losses 
and  expenses  should  report  in  Schedule  AI2  the  amount  of  premium  deposits  returned 
to  their  policyholders  and  the  amount  of  premium  deposits  retained  for  the  payment  of 
losses,  expenses,  and  reinsurance  reserves  (unless  deducted  elsewhere  in  Schedule  A). 

SCHEDULE  A13:  COMPENSATION  OF  OFFICERS. 

Submit  a schedule  showing  for  each  officer  (1)  name,  (2)--dutiee,  (3)  time  devoted 
to  such  duties,  (4)  shares  of  slock  owned,.  (5)  total  annual  compensation  for  the  years 
1916,  1917,  and  1918,  and  (6)  reasons  for  increases. 

SCHEDULE  A14:  REPAIRS  (including  labor,  supplies,  overhead,  and  other 
items  properly  chargeable  to  repairs). 

Submit  a schedule  showing  the  nature  and  amount  of  the  principal  items  included, 
in  Item  14,  Schedule  A. 

Incidental  repairs,  which  do  not  add  to  the  value  or  appreciably  prolong  the  life  of 
property,  are  deductible  as  expenses.  Expenditures  for  new  buildings  or  for  permanent 
improvements  or  betterments  which  increase  the  value  of  the  property  are  chargeable 
to  capital  account.  Expenditures 'for  restoring  or  replacing  property  are  not  deductible 
under  this  or  any  other  item  of  the  return.  Such  expenditures  are  chargeable  to  capital 
account  or  to  depreciation  reserves,  depending  on  the  treatment  of  depreciation  on  the 
books  of  the  taxpayer. 

SCHEDULE  A18:  EXHAUSTION,  WEAR  AND  TEAR  (including  obsolescence). 

Submit  a columnar  schedule  containing,  in  the  most  practicable  form,  substantially 
the  following  information: 

1.  A classification  of  depreciable  assets  subdivided  on  the  bas&  of  (a)  character,  (4) 
term  of  useful  life. 

2.  The  fair  market  value  of  such  assets  March  1, 1913,  if  acquired  before  that  date. 

3.  The  cost  of  such  assets  if  acquired  after  February  28, 1913. 

4.  The  estimated  lif9  or  term  of  reasonable  usefulness  of  such  assets  from  date  acquired 
or  from  March  1,  1913,  as  the  case  requires.  Give  reasons  for  your  conclusions. 

5.  For  each  class  of  assets  state — 

(a)  The  total  amount  of  depreciation  from  March  1,  1913,  to  the  beginning 
of  the  taxable  year. 

(5)  The  total  amount  of  depreciation  (exhaustion,  wear  and  tear,  including 
obsolescence)  claimed  for  the'  taxable  year. 

6.  A reconciliation  of  all  figures  shown  in  this  schedule  with  corresponding  figures 
reflected  in  the  balance  sheets. 

SCHEDULE  A19:  AMORTIZATION  OF  WAR  FACILITIES. 

If  amortization  of  war  facilities  is  claimed  the  taxpayer  is  required  to  submit  with  this 
return^ the  information  and  schedules  called  for  in  Articles  181  to  187  of  Regulations  45. 

SCHEDULES  A23  and  A24:  PROFIT  OR  LOSS  ON  SALES  OF  CAPITAL  ASSETS 
and  miscellaneous  investments,  and  losses  sustained  during  the  taxable 
year  from  fire,  storm,  or  other  casualty,  or  from  theft,  not  compensated  for 
by  insurance  or  otherwise. 

Submit  a columnar  schedule  setting  forth  for  each  sale  of  capital  assets  or  of  miscellane- 
ous investments  and  for  each  loss  during  the  taxable  year  the  information  called  for  below: 

1.  Description  of  property  sold  or  of  property  in  respect  of  which  a loss  is  claimed." 

2.  Date  acquired. 

3.  Fair  market  price  or  value  on  March  1,  1913,  if  acquired  before  that  date,  or  cost 
if  acquired  after  February  28, 1913. 

4.  Cost  of  improvements,  if  any,  since  February  28, 1913,  or  since  date  of  acquisition, 
if  acquired  after  February  28,  1913. 

5.  Total  of  Items  3 and  4. 

Less— 

6.  Depreciation  or  depletion  of  property  subject  thereto — 

(a)  Per  books. 

(5)  Accrued  but  not  on  books. 

7.  Salvage  value,  if  any,  of  property  on  which  a loss  is  claimed. 

8.  Amount  of  insurance  or  other  recovery  on  property,  if  any. 

9.  Proceeds  of  sale  or  cash  value  of  property  received  in  exchange  (for  transactions 
falling  in  Item  23,  Schedulo  A)  (see  Note). 

10.  Total  of  Items  6 to  9,  inclusive. 

11.  Profit  or  loss. 

12.  Cause  of  loss  (for  losses  falling  in  Jtem  24,  Schedule  A). 

Note. — Submit  evidence  substantiating  the  basis  used  by  you  in  arriving  at  the  Cash 
value  of  property  received  in  exchange  for  other  property. 

COMPENSATION  AT  RATE  OF  $3,000  OR  MORE  PER  ANNUM. 

Submit  a schedule  showing  for  each  employee  (if  a stockholder  of  the  corporation)’, 
whose  compensation  is  at  the  rate  of  $3,000  or  more  per  annum,  facta  similar  to  those 
called  for  in  Schedule  A13. 

WORKING  PAPERS. 

Every  corporation  should  preserve,  available  for  inspection  by  a revenue  officer, 
working  papers  showing — 

1.  The  balance  in  each  account  on  the  corporation's  books  that  waa  used  fa 

preparing  Schedule  A. 

2.  The  amount  deducted  from  each  such  balance  on  account  of  each  class  of  non- 

taxable  income,  unallowable  deductions,  and  other  adjustments  indicated 
in  Schedule  B,  with  a reference  to  the  number  of  the  item  in  Schedule  8 
in  which  each  amount  so  deducted  was  included. 

3.  The  remainder  of  each  such  balance,  analyzed  to  show  the  amount  included 

in  each  item  of  Schedule  A,  with  a reference  to  the  number  of  the  item  ia 
Schedule  A in  which  each  such  amount  was  included.  t-saa 
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l**4jo  4 - Invested  Capita]  Schedules 

SCHEDULE  F.  COITAL,  SURPLUS,  AND  UNDIVIDED  PROFITS  AS  SHOWN  BY  BOOKS  BEFORE  ANY  ADJUSTMENTS  ARE  MADE  THEREIN. 


B*  Htock  Actually  outstanding  at  the  end  <1  the  iireceding  taxable  year  should  be 
entered  in  thin  »<  tiediiie  to  the  extent  lliel  it  ie  field  up  If  «t‘-ck  or  shansi  were  issued  at 
a nominal  value  or  without  par  value,  the  i-nliies  should  rollout  the  aniounte  on  the  hooka 
in  respect  thereof  at  tlin  close  of  the  pro  tiding  taxable  year. 

E5.  This  item  ehould  unhide  fm id-in  surplus  per  hooka  at  the  end  of  the  preceding 
year  II  any  amount  is  dunned  under  Suction  XMa)(2)  ol  the  Revenue  Act  of  Ittlhcr 
under  Article  HII7  of  Regulations  <5  the  amount  claimed  should  be  entorod  under  Item  1, 
Schedule  F.  end  not  in  this  schedule. 


E7.  Reserve*  which  represent  allocations  of  surplus  and  were  not  accumulated  through 
deductions  made  in  computing  net  income  as  returned  in  previous  years  may,  il  properly 
explained,  be  entered  on  lino  7.  Such  entries  should  be  identified  and  if  necessary 

reconciled  with  balance-sheet  reserves. 

EO.  The  cost  (or  book  value  if  different  from  cost)  of  treasury  stock  held  at  the  end  of 
the  preceding  taxable  year  should  bo  deducted  on  line  9,  if  the  par  value  of  such  stock  is 
included  in  the  amount  entered  on  line  4.  Treasury  stock  includes  all  stock  reacquired  by 
the  corporation  and  not  canceled,  regardless  of  the  reason  for  the  acquisition. 


1011 

1012 

10)3 

Taxable  Year. 

Capital  rtock  paid  up  and  actually  outstanding  at  the  cJuoe  of  the* 
prtetdioff  year 

1.  Him  preferred  , , , _ 

f 

$ 

$ 

* 

2«  Second  preferred  r. 

6.  Common ..  .... 

4.  Total 

f 

1 

$ 



$ 

Surplus  and  undivided  profit*: 

6.  Paid-in  surpl no 

fi.  Earned  surplus  and  undivided  profit*.... Trr-_,.T.r..r,r_ 

7.  Reserves,  additions  to  whirh  n re  not  deductible  in  comput- 

ing net  income  < to  be  rocoucilod  with  balaucu-aheot  items) 

8,  Grand  total*  or  Irena  4.  f>,  6,  and  7 ..  .. 

■ 1 

L * 

1 

1 

8 1 

8 

1 _ 

* 

i 

9.  Deduct  cost  of  treasury  slock  (or  book  value  il  different  from 
cost),  if  any  is  included  above  as  outs  Landing 

1 

. 1 

1 

1 

1 

i 

10.  Net  total  diem  8 minus  Item  91. ! 

[ .1  1 

J 1 

1 

I 1 !. 

1 

SCHEDULE  F— ADJUSTMENTS  BY  WAY  OF  ADDITIONS. 


Fl.  If  an  addition  to  invested  capital  ie  claimed  in  Item  1,  Schedule  F,  submit  a state- 
ment showing  (a)  tho  kind  of  property,  (M  the  year  in  which  it  waa  paid  in,  (c)  from  whom 
acquired,  explaining  his  relationship  to  tho  corporation,  (it)  tho  actual  cash  value  of  such 
property  at  tho  duto  when  paid  in,  («)  the  par  value  of  stock  or  shares  issued  therefor  and 
tho  amount  at  which  such  property  is  entered  in  the  accounts,  and  (/ ) the  basis  upon  which 
the  actual  cash  value  of  tho  properly  was  determined  and  the  date  when  such  determina- 
tion was  made. 

F2.  If  an  addition  to  invested  capital  is  claimed  in  Item  2,  Schedule  F,  submit  a 
statement  shoving  (a)  the  kind  of  property,  (6)  the  year  in  whirh  it  was  acquired,  (r)  its 
cost,  (d)  the  amount  of  depreciation  sustained  on  such  property  from  the  date  of  acquisition 
to  tho  beginning  of  tlio  taxable  year.  State  also  whether  each  item  sought  to  be  rortored 
was  actually  used  or  usable  at  the  beginning  of  the  taxable  year.  Were  these  expenditures, 


yffien  made,  written  off  in  lieu  of  depreciation? If  so,  explain  what  adjustments' 

have  been  made  to  provide  for  depreciation,  in  view  of  the  proposed  restoration  to  surplus. 

F3.  If  any  addition  to  invested  capital  is  claimed  in  Item  3,  Schedule  F,  state  specifi- 
cally the  amount  of  depreciation  written  off  each  year  in  the  books  of  the  company,  aid  the 
amount  allowed  as  a deduction  in  computing  net  income. 

F4.  If  any  assets  of  the  trade  or  business  in  existence  during  both  the  taxable  year 
and  any  prewar  year  are  included  in  the  invested  capital  for  the  taxable  year  but  not  for 
6ueh  prewar  year,  or  are  valued  on  a different  basis  in  computing  the  invested  capjtal  for 
the  taxable  year  and  such  prewar  year,  entries  ehould  be  made  in  this  schedule  adjusting 
the  invested  capital  for  each  prewar  year  affected  so  as  to  value  such  assets  upon  the  same 
basis  in  the  prewar  period  as  m the  taxable  year. 


SCHEDULE  G— ADJUSTMENTS  BY  WAY  OF  DEDUCTIONS. 


Cl.  Is  any  patent,  copyright,  secret  process  or  formula,  good  will,  trade-mark,  trade 
brand,  franchise,  or  other  similar  intangible  property,  paid  in  for  stock,  entered  on  the 

books  of  the  corporation  at  a value  in  excess  of  its  actual  cash  value  when  paid  in? 

In  excess  of  the  par  value  of  the  etock  issued  therefor? Is  t.he  aggregate  of  such 

ossets  acquired  prior  to  March  3,  1917,  entered  on  the  books  at  a value  in  excess  of  25 

per  cent  of  the  par  value  of  the  stock  outstanding  on  March  3,  1917?  Is  the 

aggregate  of  such  assets  entered  on  the  books  at  a value  in  excess  of  25  per  cent  of  the 
par  value  of  the  stock  outstanding  at  the  beginning  of  the  taxable  year? 

If  the  answer  to  any  of  the  foregoing  questions  is  “ves,”  submit  a statement  showing 
separately  with  respect  to  such  assets  acquired  (1)  before  March  3,  1917,  and  (2)  on  or 
after  that  date:  <a)  Pate  of  acquisition;  ( b ) cash  value  at  that  date,  with  a complete  ex- 
planation of  the  basis  upon  which  such  cash  value  was  determined;  (c)  par  value  of  the 
stock  issued  therefor;  ( d ) par  value  of  total  stock  outstanding  March  3,  1917;  (c)  Dar  value 
of  total  stock  outstanding  at  the  beginning  of  the  taxable  year;  (/)  the  value  at  which 
such  assets  are  entered  on  the  books  of  the  corporation. 

If  all  the  intangibles  were  acquired  before  March  3, 1917,  the  amount  by  which  (/)  ex- 
ceeds (it,  (c),  25  per  cent  of  (d),  or  25  per  cent  cf  («),  whichever  is  lowest,  must  be  entered  as 
lteml,  ScheduleG,  for  the  taxable  yc-ar  and  for  each  year  of  the  prewar  period  that  is  affected. 

If  the  intangibles  were  acquired  on  or  after  March  3,  1917,  the  amount  by  which  the 
entry  in  (/)  relating  to  such  intangibles  exceeds  (i)  or  (c)  relating  thereto,  or  25  per  cent  of 
(t).  wnichever  is  lowest,  must  be  included  in  Item  1,  Schedule  G,  for  the  taxable  year: 
Provided,  that  if  intangibles  were  acquired  before  March  3,  1917,  and  also  on  or  after  that 
date,  deduction  shall  be  made  so  that  the  amount  included  in  invested  capital  for  the  segre- 
gate bi  intangibles  shall  not  exceed  25  per  cent  of  the  par  value  of  the  total  stock  outstand- 
ing at  the  beginning  of  the  taxable  year. 

Note. — If  the  stock  of  tlio  corporation  was  issued  at  a nominal  value  or  without  par 
value,  ior  the  purpose  of  the  computation  under  Item  1 the  par  value  shall  be  deemed  to  be 
the  fair  market  value  as  of  the  date  or  dates  of  issue.  The  aggregate  value  so  determined 
cl  stock  outstanding  on  March  3, 1917,  or  at  tho  beginning  of  the  taxable  year,  shall  be  the 
basis  for  the  computation. 

C2.  Is  any  tangible  property,  paid  in  for  stock,  entered  on  the  hooks  of  the  corporation 

•t  a value  in  excess  oi  its  actual  cash  value  when  received? In  excess  of  the 

par  value  of  the  stock  paid  therefor? 

-If  the  answer  to  either  of  the  foregoing  questions  is  "yes.”  submit  a statement  showing 
(a)  kind  of  property;  (6)  when  acquired;  (e)  par  value  of  the  stock  paid  therefor:  (d)  actual 
cash  value  oi  the  property  when  paid  in;  («)  the  l>asis  on  which  that  value  was  determined; 
(/'  value  at  which  the  property  is  entered. on  the  corporation's  books;  anti  if)  amount  by 
which  such  value  exceeds  the  allowable  value  under  section  329  (a)  (21  of  the  Revenue 
Act  of  1918.  Enter  this  amouht-a?  Item  2,  Schedule  G,  lor  the  taxable  vear  and  for  each 
-car  of  the  prewar  period  that  is  affected. 

. - _G3.  (a)  Was  any  stock  issued  by  the  corporation  ever  returned  as  a gift  or  for  a consider- 
ation substantially  less  than  its  par  value?  (6)  If  so,  what  was  the  total  par 

value  of  such  stock?  $ — (c)  What  was  the  consideration  paid  ior  the  return 

thereof?  ? (<i)  Whit  amount  of  cash  or  its  equivalent  was  derived  from  the 

resale  of  such  stock  ? $ (c)  What  entries  were  made  in  the  accounts  to  evi- 
dence the  return  and-the  resale  ol  such  stock?  1 ; 


Tho  excess  of  (5)  over  (d)  must  be  entered  as  Item  3,  Schedule  G,  for  tho  taxable  year 
and  for  each  yc-ar  of  the  prewar  period  that  is  affected.  However,  no  deduction  is  neces- 
sary if  adequate  adjustment  has  been  mftde  under  Item  2 of  this  schedule. 

G4.  Was  the  business  reorganized  or  consolidated  or  was  its  ownership  changed  or 

was  there  a change  in  ownership  of  property  after  March  3,  1917? If  so,  answer 

the  following  questions: 

(a)  Did  an  interest  of  50  per  cent  or  more  in  the  business  or  in  the  property  which 
changed  ownership  remain  in  the  control  of  the  same  persons,  corporations,  associations,  or 

partnerships,  or  of  any  of  them  ? 

(t)  Were  any  of  the  assets  entered  on  the  books  of  the  corporation  making  this  return 
at  a higher  value  than  on  the  books  of  its*predecessor? 

(c)  If  such  previous  owner  was  net  a.corporation  attach  a statement  showing  (1)  the 
cost  of  acquisition  to  the  previous  owner  of  any  asset  sc  transferred  or  received ; (2)  expendi- 
tures subsequent  to  that  date  for  betterment  or  development,  not  deducted  as  expense  or 
otherwise  since  March  1,  1913,  by  such  previous  owner;  (3)  the  allowance  for  depreciation, 
depletion,  or  impairment  since  the  date  of  acquisition  by  such  previous  owner. 

(d)  If  all,  cr  substantially  all,  of  the  property  wa3  acquired  from  a corporation  during 
the  taxable  year  at  tach  hereto  balance  sheets  of  such  predecessor  corporation  as  of  the  begin- 
ning of  the  taxable  year  and  as  of  the  date  immediately  prior  to  the  transfer  of  the  property 
to  the  corporation  making  this  return,  and  also  a balance  sheet  or  statement  of  the  corpora- 
tion making  this  re  torn  showing  the  values  at  which  euch  property  received  or  transferred 
was  entered  on  the  books. 

The  increase  in  book  value  of  any  property  acquired  by  reorganization,  consolidation, 
or  change  of  ownership,  over  the  amount  allowable  to  the  predecessor  corporation  or  over 
the  amount  as  computed  under  (cl,  if  the  previous  owner  was  not  a corporation,  must 
be  deducted  from  the  invested-capital  for  tb,e  taxable  year  as  Item  4,  Schedule  G. 

G5.  Is  any  property  (including  physical  property,  securities,  and  intangible  property) 
paid  for  with  cash  or  with  other  tangible  property  entered  on  the  books  of  the  corporation 
at  a value  in  excess  of  the  amount  of  cash  paid  therefor  or  the  actual  cash  value  of  the 

tangible  property  paid  therefor? If  so,  submit'a  statement  showing  (a)  kind  of 

property;  (6)  amount  of  cash  paid  therefor;  (c)  actual  cash  value  of  other  tangible  property 
paid  therefor;  (d)  how  that  value  was  determined;  (<)  value  at  which  the  property  is 
entered  on  the  books  of  the  corporation;  and  (/)  excess  of  (e)  over  (6)  or  (c)..  This  excess 
must  be  entered  as  Item  5,  Schedule  G , for  the  taxable  year  and  for  each  year  of  the  prewar 
period  that  is  affected. 

G6.  Has  adequate  provision  been  made  in  the  expense  accounts  of  the  company  for 

(a)  losses  of  every  kind? ; (6)  depreciation? ; (c)  obsolescence? 

(rf)  depletion  of  mineral  deposits,  timber  supplies,  and  the  like? 

If  adequate  charge  has  not  been  made  for  depreciation,  depletion,  obsolescence,  and 
other  losses,  and  the  value  of  the  property  has  not  been  maintained  by  replacements  that- 
have  been  charged  to  expense,  proper  additional  charges  therefor  must  be  computed  for 
all  years  in  which  they  were  cot  made  on  the  books,  and  the  total  amount  of  such  chargee 
must  be  entered  as  Item  6,  Schedule  G,  for  the  taxable  year  (and. for  each  year  of  the  pre- 
war period  that  was  affected)  and  deducted  in  arriving  at  the  surplus  and  undivided  profit*. 

»— mo 
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Pago  6 — Invested  Capital  Schedules— Continued 
SCHEDULE  G— ADJUSTMENTS  BY  WAY  OF  DEDUCTIONS  (Concluded). 


Item. 

...1 

1012 

ioi; 

1 

— — — ■ ^ 

Taxable  Vcah. 

1.  ValuMltm  of  patent*,  oopyrljtbfn,  nfmt  prooamM  or  formulm,  flood  will, 

$ 

s 

f 

? 1 T-Trlr  -*b" pro1* 

3 Stock  returned  toth/co  ' Uon  as  a gift  etc 

4 “.I  a^i^inTco^nLril. 

1 6 a"  relation"™*  BCq"'  . 

« Depreciation  and  depletion 

*PreC  P 

1 

« ” 

i 

I 

i 

9.  Total  Deductions . — 

I 

1 1 

1 

* 

1 

!s  1 . ... 

SCHEDULE  H— CHANGES  IN  INVESTED 

1.  Chances  in  inverted  capital  during  the  taxable  year  ordinarily  arise  in  one  or 
more  of  the  following  ways: 

(a)  Additions  bv  reason  of  the  sale  of  capital  stock  or  the  issue  of  capital  stock 
for  tangible  or  other  assets. 

(i)  Liquidation  of  part  of  the  capital  by  retirement  of  stock  or  purchase  of  treas- 
ury stock  not  out  of  current  earnings. 

(c)  Payment  of  cash  dividends  out  of  earnings  of  prior  years 
(<f)  Deduction  of  the  amount  of  Federal  income  and  excess-profits  taxes  for  the 
previous  year. 

(«)  Payment  of  assessments  by  stockholders,  or  creation  of  paid-in  surplus  by 
contribution, of  stockholders. 

Specify  (by  using  red  ink  for  distributions,  or  otherwise)  whether  each  item 
represents  an  addition  or  a distribution . 

2.  Report  dUitfends  paid  out  of  profits  of  prior  years  but  not  dividends  paid  out  of 
profits  of  tie  taxable  year.  Any  distribution  made  during  the  first  60  days  of  the  taxable 
year  shall  be  deemed  to  have  been  made  from  eamingB  or  profits  accumulated  during 


CAPITAL  DURING  TAXABLE  YEAR. 

year  shall  be  doomed  to  have  been  made  from  the  profits  for  that  year  to  the  extent  that 
such  profits  are  sufficient.  (See  Article  1541  ) \ 

3.  If  stock  is  issued  for  cash,  the  actual  cash  received  (but  not  the  amount  of  dis- 
count) should  bo  entered  in  this  schedule.  Assets  (other  than  cash)  paid  in  for  stock 
must  bo  valued  in  accordance  with  Section  326  (a)  (2)  of  the  Revenue  Act  of  1918. 

4.  The  amount  of  Federal  income  and  excess- profits  taxes  payable  should  be  deducted 
an  of  the  date  when  due  and  payable  whether  reserves  have  been  set  up  on  the  books- 
or  not.  (See  Article  845.) 

5.  li  capital  stock  of  tho  corporation  is  reacquired  but  not  paid  for  out  of  current 
profits,  tho  cost  of  such  stock  should  be  deducted  from  invested  capital. 

6.  Tho  data  called  for  in  columns  I to  5 should  bo  given  for  alt  transactions,  except 
that  columns  3 and  4 are  applicable  only  to  the  issue  or  reacquisition  of  the  corporation’s 
stock. 

7.  In  Column  6 enter  the  number  of  days  remaining  in  the  taxable  year  (including 
the  date  of  change). 

8.  The  net  changes,  if  not  in  accordance  with  the  increases  or  decreases  reflected  in- 
the  balance  sheets,  should  be  fully  rcconciU-d  therewith. 


1.  Nature  or  Additions  and  Distributions. 

2.  D ate. 

3.  Number  op 
Shares  Sold 
or 

REACQUIRED. 

4.  If  FOR  Cash, 
State  Price 
per  Share. 

5.  Amount  op  Cash  op.  Cash 
Value  Actually  Received 
ob  Paid  Out. 

1 c.  Number 
of  Days 
Effective. 

7.  Adjusted  Average. 

/ Column  5 X Column  6 \ 

l Number  of  days  la  taxable  year./ 

1 

1 

1 

$. 

$ 1 

$ 

i 1 

i 

3. 

[ 

! 

j 1 

! 

1 

r 

i 

i 

I 

i i 

1 

r. 

1 

■j. j 

1 1 

1 1 



7 

1 

1 1 

1-1 

1 1 

8. 

1 

i 

\ i 

9 

1.  ! .1  . 

1 

1 

SCHEDULE  J— CHANGES  IN  INVESTED  CAPITAL  DURING  PREWAR  YEARS. 

(Compute  the  net  addition  or  reduction  separately  for  each  year.  See  instructions  under  Schedule  H.) 


l.  Nature  op  Additions  and  Distebuttons. 

2.  Date. 

3.  Numbep.  op 
Shakes  Sold 
on 

RZACQUIBED. 

4.  IpforCash, 
State  Price 
per  Share. 

5.  Amount  op  Cash  or  Cash 
Value  Actually  P.eceived 
oe  Paid  Out. 

6.  No.  op 
Days 

Epfective. 

7.  Adjusted  Average. 
/ Column  5 X column 
\ Number  of  days  in  year. ) 

, 

5 

$ 

'$ 

2.  ......  . 

a.  

I 

J 

— 

~~ 

1 

— 

6. 

T.  

— 

1 . 

9.  . . 

i0.J  

1 

! 

— 

— 

13.  

.a  , , 

14 

1 

SCHEDULE  K — CHANGES  IN  INVESTED  CAPITAL  FROM  END  OF  PREWAR  PERIOD  TO  BEGINNING  OF  TAXABLE  YEAR,  NOT  SHOWN  IN  SCHEDULE  E. 

(See  instructions  under  Schedule  H,  so  far  as  applicable.) 


•I.  Nature  op  Additions  and  Distributions. 

2.  Date. 

3.  Number  of 
Shares  Sold  or 
Reacquired. 

4.  Ip  ron  Cash, 
Stats  Price  per 
Share. 

5.  Amount*  op  Cash  ob  Cast 
Value  Actually  Received  oi 
Paid  Out. 

hi,  

$ 

If ^ 

4. 

6 ~ ~ * ’ 

6.  ..... 

y V 

s.  ^ 

I . 

12.  

— 

— 

13.  _ ...  . . . _ 

’ 

' 

WAR 


283 


TAX 


Page  5 of  Form  1120 


*ugo  0 — I uvea  toil  C’ui>ltal  Schedules  (Concluded)  and  Questions. 


SCHEDULE  L INADMISSIBLE  ASSETS. 

Han  the  corporation  any  InadmiasiMe  a/wots  (I.  o , stocks,  bond*,  and  other  obligations, 


In  such  case  the  amount  of  admissible  assets 


except  obligations  of  the  United  States,  tho  Income  from  which  is  not  taxable)?  

If  so,  attach  hereto  a statement  showing  for  1011,  1012,  1010,  and  tho  taxable  year, 
aopumtoly,  the  fuels  calloil  for  in  Items  (a)  to  (;)  of  Ibis  scbeditle 

If  the  income  from  such  assets  consists  in  part  of  gain  or  profit  from  the  sale  or  other 
disposition  thereof,  or  if  all  or  part  of  the  interest  derived  from  such  aasefh  is  in  clfer  t 
included  in  the  net  inoonin  hernuso  of  tbo  limitation  on  the  deduction  of  interest  under 
Section  231  (a)  (2)  of  tho  Ilovonuo  Act  of  1918,  then  a corresponding  part  of  the  capital 
invested  in  such  assets  is  doomed  an  admissible  asset.  In  such  cu.10,  not  forth  in  detail  • 

(a)  The  various  kinds  of  incume  dorivod  from  such  assets  and  tho  compulation  of  Ilia 
part  of  tlie  capital  invested  therein  which  is  decided  an  udinuuihlo  asset. 

I'or  the  purpose  of  this  schedule,  inadmissible  assets  shall  be  valued  at  cost  of  acquisi- 
tion except  that  if  the  taxpayer  lias  tn  previous  yours  been  allowed  a deduction  on  account 
of  tho  full  in  i lie  market  value  of  securities,  such  assets uholl  be  valued  at  cost  less  the  deduc- 
tion allowed.  Admissible  assets  shall  be  valued  as  provided  iu  Sections  320,  330,  and  331 
ol  the  lie vi  olio  Act  of  1918  and  Articles  831-809,  031-1131,  and  041  of  Regulations  43.  I bo 
average  amount  of  nonets  of  em  h kind  held  during  any  your  may  ordinarily  be  determined 
by  dividing  by  2 the  sum  of  tho  amount  of  such  assets  buhl  at  tbo  begiuuiug  of  tho  year 

QUEST 

KIND  OF  BUSINESS. 

1.  Explain  b-1ow  tho  nature  of  the  corporation's  business  in  sufficient  detail  to  show 
in  which  of  the  following  general  claracw  of  activities  it  fullo: 

(I)  Agrii  clluro  and  related  industries,  including  Hulling;  (2)  miuine,  quarrying,  and 
related  industriii:  (3)  manufacturing;  (4)  construction;  (5)  trading;  (ft)  transportation; 

(7)  storage;  if  i ether  services;  (9)  banking  and  insurance. 

2.  If  the  leisiness  falls  in  any  of  the  clonnee  from  1 to  6,  state*  the  special  product  or 
products  liandled . il  in  clam  ft,  atale  whether  wholesale  or  retail,  or  both;  if  in  > laaa  6.  mate 
whether  mil,  wal-  r,  or  other,  whether  general  or  local,  and  thi.  special  commodities  (if 
auvi  tranxported;  if  in  class  7,  state  thu  special  commodities  stored  I if  any)  or  the  special 
bind  of  storage;  if  in  class  8,  slutoin  detail  the  kind  of  service  rendered;  if  in  class  9,  state 
tho  linin'  h • i banking  or  insurance  engaged  in. 

3.  In  all  cos'  s state  wheth-r  tho  corporation  acts  as  principal  (using  its  own  capital) 
or  os  agent  or  broker  (on  commission)  or  as  both. 


(u)  Main  buiinrs 


(ft)  Collateral  businesses,  if : 


OTHER  CONCERNS  IN  SAME  BUSINESS. 

4.  Enter  on  tho  following  lines  tbo  names  and  addresses  of  five  representative  con- 
ceres  in  your  locality  or  section  oi  the  country  engaged  in  tho  same  kind  of  business; 


INCORPORATION. 


5.  Pate  of  incorporation., 

6.  Under  ’.be  laws  of  what  State  or  country'1.. 


PREDECESSOR  BUSINESSES. 

7.  If  'V-  . . -pc ration  was  not  in  existence  during  the  whole  of  any  one  of  the  calendar 
years  1911-1913,  is  its  business  substantially  a continuation  of  a business  carried  on  during 

any  one  cr  mere  oi  those  years?  , If  so,  give  name  under  which,  and 

address  at  which,  its  business  was  then  carried  on 


ACQUISITION  OF  MIXED  AGGREGATES  OF  ASSETS. 

8.  Did  the  corporation  ever  take  over  a going  business  or  otherwise  acquire  a mixed 
aggregate  of  tangible  property,  patents  and  copyrights,  and  good  will  and  other  similar 
intangible  property,  and  pay  for  such  property  "in  whole  or  in  part  with  stock  or  other 

securities? ' . 


9.  If  sc,  submit  a statement  showing — 

(«>  The  netne  of  the  concern  taken  over  (or  from  which  the  property  was 
acquired); 

(ft)  The  nature  of  tbe  assets  and  liabilities  so  acquired; 

(c)  The  total  par  value  of  the  stock  issued  therefor;  .. 

' f)  The  value  at  which  each  class  of  assets  was  carried  on  the  books  of  the  concern 
from  which  acquired  (if  obtainable  submit  a balance  sheet  of  tlie  prede- 
cessor cor;ioration  as  of  the  date  of  acquisition) ; 

(<)  The  value  at  which  each  item  was  entered  on  the  books  of  the  corporation 
making  this  return. 

10.  If  patents,  copvTights,  secret  processes  or  formulie,  good  will,  trade-marks,  trade 
brands,  franchise?,  or  other  intangible  property  were  acquired,  state  also  the  basis  on  which 
their  value  was  determined  and  how  they  were  paid  for. 


and  tlie  amount  held  at  the  end  of  the  year. 

may  b,  be  determined  from  (1)  the  balance  sheet  as  of  the  beginning  of  the  year 
adjutUd  with  respect  to  tho  items  in  Schedules  F and  G,  and  (2)  tho  balance  sheet  as  of 
the  end  of  the  year  correspondingly  adjusted.  But  if  at  any  time  during  the  year  a sub- 
i i nitial  i liunge  lias  taken  place  in  the  amount  of  such  assets,  the  average  amount  must  he 
determined  us  provided  in  Article  852  of  Regulations  45.  lu  such  case,  show  in  detail— 
(ft)  Tho  computation  of  such  amount. 

State  also — 

i( ) Amount  of  inadmissible  assets  held  at  beginning  of  tlie  year. 

</)  Amount  of  inadmissible  assets  held  at  end  of  year. 
t)  Average  amount  of  inadmissible  assets  held  during  year. 

/)  Amount  of  admissible  assets  held  at  beginning  of  the  year. 

(/)  Amount  of  admissible  assets  held  at  end  of  year. 

(ft)  Average  amount  of  admissible  assets  held  during  year. 

(i)  Bum  ol  (e)  pills  (A). 

(?)  Percentage  which  (e)  is  of  (i).  ....  - , . . 1 

This  percentage  ( i)  for  each  year  should  be  applied  to  the  figures  for  that  year  appearing 
on  line  7,  Schedule  II,  in  order  to  obtain  tho  deduction  on  account  of  inadmissible  assets, 
which  should  bo  entered  on  line  8,  Schedule  II. 

IONS. 

AFFILIATIONS  WITH  OTHER  CORPORATIONS  (TO  BE  ANSWERED  BY  EVERY  CORPORATION). 

1 1 . Do  you  own  directly  or  control  throueh  closely  affiliated  interests  or  by  a nominee 
or  nominees  over  50  per  cent  of  tho  outstanding  capital  stock  of  another  corporation  or  of 

othi  r corporations? — 

12.  Is  over  50  per  cent  of  your  capital  stock  owned  by  another  corporation  or  by  two 

or  more  corporations  that  are  affiliated? 

13.  Is  ov<*r  50  per  cent  of  your  capital  stock  as  well  as  over  50  per  cent  of  the  capital 
stock  of  another  corporation  or  of  other  corporations  owned  or  controlled  by  the  same  indi- 
vidual or  partnership  or  by  the  same  individuals  or  partnerships? 


14.  Is  this  return  a consolidated  return  within  the  meaning  of  Articles  631  to  638,  in- 

dusive,  of  Regulations  45?  

15.  Affiliated  corporations  as  indicated  in  11,  12,  or  13  above  must  comply  with  the 
following  requirements; 

lti.  If  the  answer  to  question  11  is  “yes,”  submit  a statement  showing  for  each  of  the 
corporations  over  50  per  cent  of  whose  stock  is  owned  or  controlled  by  you,  cither  directly 
or  through  closely  afhliated  interests  or  by  a nominee  or  nominees; — 

(а)  The  name  and  address; 

(б)  The  total  par  value  of  the  outstanding  capital  stock  at  the  beginning  of  tho 

taxable  year,  and  the  date  and  amount  of  each  change  therein; 

(e)  The  total  par  value  of  such  outstanding  capital  stock  owned  or  controlled  by 
you  at  the  beginning  of  the  taxable  year,  or  at  the  date  of  acquisition  if 
acquired  during  the  taxable  year,  aud  the  date  and  amount  of  each  change 
therein. 

17.  If  the  answer  to  question  12  is  “yes,”  state — 

(o)  The  name  and  address  of  such  corporation  or  corporations, 

(6)  The  par  value  and  percentage  of  your  stock  held  by  each. 

18.  If  the  answer  to  question  13  is  “yea,”  submit  a statement  showing- 

fa)  The  names  and  addresses  of  such  corporations; 

(6)  The  name  or  names  and  address  or  addresses  of  the  owning  or  controlling 
interest  or  interests; 

(c)  The  total  par  value  of  the  outstanding  capital  stock  of  each  corporation  at 
the  beginning  of  the  taxable  year,  and  the  date  and  amount  of  each  change 
therein; 

(tf)  The  total  par  value  of  the  outstanding  capita!  stock  of  each  corporation  owned 
or  controlled  by  each  one  of  the  several  individuals  or  partnerships  at  the 
beginning  of  the  taxable  year,  and  the  date  and  amount  of  each  change 
therein. 

19.  If  the  answer  to  question  14  is  “yes,”  the  information  furnished  under  16  and  13 
should  identify  the  corporations  included  in  the  consolidation. 

20.  If  one  corporation  owns  95  per  cent  or  more  of  the  stock  of  another,  or  if  95  per  cent 
or  more  of  the  stock  of  two  or  more  corporations  is  owned  by  the  same  individual  or  indi- 
viduals in  substantially  the  same  proportion,  a consolidated  return  must  be  filed,  except 
that  the  limitations  as  to  consolidation  under  Article  635  must  be  observed.  If  the  owner- 
ship is  less  than  95  per  cent,  but  exceeds  50  per  cent,  the  parent  corporation  or  principal 
corporation  of  any  group  of  affiliated  corporations  must  furnish  the  information  called  for 
above  and  in  addition  must  file  a statement  fully  disclosing  the  details  of  affiliation  other 
than  stock  ownership  and  all  other  information  which  will  be  helpful  in  determining 
whether  or  not  a consolidated  return  should  be  filed. 

VALUATION  OF  CAPITAL  STOCK. 

21.  What  was  the  fair  value  of  the  total  capital  stock  of  the  corporation  as  determined 

in  the  last  assessment  of  the  capital  stock  tax  (if  any)?  $ Date  of  that 


LIST  OF  ATTACHED  SCHEDULES. 

Make  below  a list  of  all  schedules  attached  to  this  return,  giving  for  each  a brief  title 
and  the  schedule  number. 


We;  the  undersigned,  president  and  treasurer  of  the  corporation  for  which  this  return  is  made,  being  severally  duly  sworn,  each  for  himself 
deposes  and  says  that  this  return,  including  the  accompanying  schedules  and  statements,  has  been  examined  by  ‘him  and  is  to  tho  best  of  his 
knowledge  ana  belief  a true  and  complete  return  made  in  good  faith  pursuant  to  the  Revenue  Act  of  1918  and  the  Regulations  issued  thereunder. 


Sworn  to  and  sub- 
scribed before  me 


| this  ... day  of  . 


(OlDcLdi  capacity.; 


President. 

Treasurer: 
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Page  1 of  Instructions 

INSTRUCTIONS  REGARDING  DETERMINATION  OF  CREDITS,  COMPUTATION  OF  TAX,  ETC. 


PROVISIONS  AFFECTING  INVESTED  CAPITAL  AND  CREDITS. 
RETURNS  FOR  PART  OF  A YEAR. 

1.  If  this  return  is  for  a period  less  than  a full  year,  Items  3 and 
8,  Schedule  III;  Items  1 and  2,  column  2,  Schedule  IV;  and  Item  15, 

j Schedule  IV,  shall  bo  reduced  to  as  many  twelfths  of  the  figures  for  a 
' full  year  as  there  are  months  in  the  period  for  which  the  return  is  made. 

If  the  period  for  which  the  return  is  mado  includes  fractions  of 
months,  there  shall  be  added  to  the  number  of  complete  months  as  many 
thirtieths  of  a month  as  there  are  days  in  the  fractional  parts  of  months. 

CORPORATIONS  NOT  IN  EXISTENCE  DURING  PREWAR  PERIOD. 

2.  If  a corporation  was  not  in  existence  during  the  wholo  of  at 
least  one  calendar  year  in  the  prewar  period,  provided  a majority  of  its 
capital  stock  was  not  owned  or  controlled,  directly  or  indirectly,  at  any 
time  during  the  taxable  year  by  a corporation  in  existence  during  the 

\ whole  of  at  least  one  calendar  year  in  the  prewar  period,  and  provided 
its  gross  income  does  not  include  50  per  cent  or  more  of  gains,  profits, 
commissions,  or  other  incotbe  derived  from  a Government  contract  or 
contracts  made  after  April  5,  1917,  and  before  November  12,  1918,  the 
war-profits  credit  shall  be  (a.)  the  sum  of  $3,000  plus  (b)  the  same’percent- 
age  of  the  invested  capital  for  the  taxable  year  (not  less  than  10  per 
cent,  however)  as  the  average  per  cent  of  net  income  to  invested  capital 
for  the  prewar  period  of  corporations  engaged  in  a trade  or  business  of 
the  same  general  class  as  the  taxpayer. 

3.  Pending  a determination  of  the  deduction  by  the  Commissioner, 
such  corporation  shall  deduct  10  per  cent  of  the  invested  capital  for 

')  the  taxable  year.  (See  Section  311  (c,  d)  of  the  Revenue  Act  of  1918  and 
/ Articles  783  and  784  of  Regulations  45.) 

CREDIT  FOR  INCOME,  WAR-PROFITS,  AND  EXCESS-PROFITS  TAXES 
PAID  OR  ACCRUED  TO  FOREIGN  COUNTRY  OR  POSSESSION  OF  THE 
UNITED  STATES. 

4.  If  acredit  is  claimed  in  Item  19,  Schedule  IV,  acopy  of  Form  1118, 
completely  filled  out  and  sworn  to  or  affirmed,  must  be  submitted  with  this 
return.  If  credit  is  sought  for  taxes  already,  paid  the  form  must  have 
attached  to  it  the  receipt  for  each  such  tax  payment.  If  credit  is  sought 
for  taxes  accrued  the  form  must  have  attached  to  it  the  return  on  which 
each  such  accrued  tax  was  based.  (See  Article  611  of  Regulations  45.) 

5.  When  a credit  is  claimed  for  accrued  taxes,  the  Commissioner  may, 
as  a condition  precedent  to  the  allowance  of  this  credit,  require  the  cor- 
poration to  give  a bond  (Form  1119),  with  sureties  satisfactory  to  and  to  be 
approved  by  him,  in  such  penal  sum  as  he,  may  require,  conditioned  for 
the  payment  by  the  taxpayer  of  any  amount  of  taxes  found  due  if  the 

,!  taxe9  when  paid  differ  from  the  amount  claimed  in  respect. thereof. 

PROVISIONS  AFFECTING  COMPUTATION  OF  WAR-PROFITS 
AND  EXCESS-PROFITS  TAX. 

, 6.  Item  10,  Schedule  IV,  is  the  war-profits  and  excess-profits  tax, 
unless  the  taxpayer  is  entitled  to  the  benefits  of  one  or  more  of  the 
following  provisions: 

(a)  Limitation  on  total  tax. — The  maximum  war-profits  and 
excess-profits  tax  imposed  shall  in  no  case  be  more  than  30  per  cent  of 
the  net  income  in  excess  of  $3,000  and  not  in  excess  of  $20,000  plus  80 
per  cent  of  the  net  income  in  excess  of  $20,000  (Sec.  302). 

(b)  Tax  on  profits  from  sale  of  mineral  deposits. — In  the 
case  of  a bona  fide  sale  of  mines,  oil  or  gas  wells,  or  any  interest  therein, 
where  the  principal  value  of  the  property  has  been  demonstrated  by 
prospecting  or  exploration  and.  discovery  work  done  by  the  taxpayer, 
the  portion  of  the  war-profits  and  excess-profits  tax  attributable  to  such 
sale  shall  not  exceed  20  per  cent  of  the  selling  price  of  such  property  or 

|v  interest.  (See  Articles  971  and  972  of  Regulations  45,  and  section  337  of 
f)  the  Act.) 

(c)  Tax  of  corporation  engaged  in  mining  of  gold. — If  a corpora- 
tion was  engaged  in  the  mining  of  gold,  its  war-profits  and  excess-profits 
tax  shall  be  that  proportion  of  Item  10,  Schedule  IV,  which  the  net  in- 
come not  derived  from  the  mining  of  gold  bears  to  the  total  net  income 
(Articles  752  and  753  of  Regulations  45 — Sec.  304). 

( d)  Tax  of  corporation  whore  income  is  derived  in  part  from 
“personal  service.” — If  pert  of  the  net  income  (not  less  than  30  per 
cent)  is  derived  from  a separate  trade  or  business  of  the  character  of 
'■  personal  service,”  the  tax  shall  be  computed  in  accordance  with  the 
provisions  of  Articles  741  to  743  of  Regulations  45  (Sec.  303). 

7.  Statement  of  basis  of  claims. — If  the  corporation  claims  the 
I;  benefit  of  one  or  more  of  these  provisions,  it  should  attach  to  the  return 

a complete  statement  of  the  basis  for  such  claim  and  a computation  of 
.the  tax  payable  in  the  event  that  such  claim  is  allowed.  The  amount 
of  tax  so  computed  should  be  entered  as  Item  11,  Schedule  IV,  but, 
except  in  cases  falling  under  (a)  above,  the  taxpayer  must  nevertheless 
fill  out  all  the  schedules  of  this  form. 

SPECIAL  CASES. 

8.  Definition  of  special  cases. — Section  327  of  the  Act  provides  that 
in  thefollowingcasesthetaxshall  bedetermined  as  provided  insection  328 : 

^ (a)  Where  the  Commissioner  is  unable  to  determine  the  invested 

A capital  as  provided  in  section  326 ; 

(5)  In  the  case  of  a foreign  corporation ; 

(e)  Where  a mixed  aggregate  of  tangible  property  and  intangible 
property  has  been  paid  in  for  stock  or  for  stock  ana  bonds  and  the  Com- 
missioner is  unable  satisfactorily  to  determine  the  respective  values  of  the 
several  classes  of  property  at  the  time  of  payment,  or  to  distinguish  the 
classes  of  property  paid  in  for  stock  and  for  bonds,  respectively; 


(d)  Whore,  upon  application  by  the  corpofation.  the  Commissioner 
finds  and  "declares  of  record  that  the  tax  if  determined  without  benefit  of 
this  section  would,  owing  to  abnormal  conditions  affecting  the  capital  or 
income  of  the  corporation,  work  upon  the  corporation  an  exceptional 
hardship  evidenced  by  gross  disproportion  between  the  tax  computed 
without  benefit  of  this  section  and  the  tax  computed  by  reference  to  the 
representative  corporations  specified  in  section  328.  This  subdivision 
shall  not  apply  to  any  case  (1)  in  which  the  tax  (cpmputed  without  benefit 
of  this  section)  is  high  merely  because  the  corporation  earned  within  the 
taxable  year  a high  rate  of  profits  upon  a normal  invested  capital  nor  (2) 
in  which  50  per  centum  or  more  of  tne  gross  income  of  the  corporation  for 
. tho  taxable  year  (computed  under  section  233  of  Title  II)  consists  of 
gains,  profits,  commissions,  or  other  income,  derived  on  a cost-plus  basis 
From  a Government  contract  or  contracts  made  between  April  6,  ldl7, 
and  November  11,  1918,  both  dates  inclusive. 

9.  Treatment  of  special  cases. — In  tho  case3  specified  in  section 
327  the  tax  will  be  specially  determined  under  the  provisions  of  section 
328,  but  the  tax  will  not  ordinarily  be  compuned  under  section  328 
merely  because  the  corporation’s  form  or  manner  of  organization,  or  the 
limitations  imposed  by  section  326,  result  in  a greater  tax  than  would 
otherwise  be  payable.  A corporation  which  comes  within  tho  provi- 
sions of  subdivision  (d)  of  section  327  (paragraph  8,  above)  may  make 
application  for  assessment  under  the  provisions  of  section  328,  which  ap- 
plication shall  be  attached  to  its  return  in  the  form  of  a statement  setting 
forth  in  full:  (a)  the  reasons  why  the  tax  should  be  so  determined;  (b) 
the  facts  upon  which  such  reasons  are  based;  (c)  an  exact  description  of 
each  trade  or  business  or  important  branch  of  a trade  or  business  carried 
on  by  it;  (d)  a statement  of  the  invested  capital  and  net  income  for  each 
year  since  the  beginning  of  the  prewar  period;  and  (e)  a statement  show- 
ing the  amount  of  gains,  profits,  commissions  or  other  inpome  derived 
on  a cost-plus  basis  from  Government  contracts  made  after  April  5, 1917, 
and  before  November  12, 1918,  and  showing  the  per  cent  which  such  in- 
come is  of  the  total  income  of  the  corporation.  (See  Article  901.) 

10.  Determination  of  first  installment  of  tax  in  special  cases. — 
In  the  case  of  a foreign  corporation,  and  in  the  case  of  any  other  corpo- 
ration where  absolutely  no  data  are  available  for  the  determination  of 
the  invested  capital  for  the  taxable  year,  the  installments  of  the  tax  shall, 
in  the  first  instance,  be  computed  and  the  first  installment  paid  upon 
the  basis  of  a tax  equal  to  50  per  cent  of  the  net  income.  In  any  other 
case  under  section  328,  including  a case  where  the  invested  capital  for 
the  taxable  year  can  not  be  accurately  determined,  but  where  a minimum 
amount  of  invested  capital  as  to  which  there  is  no  question  can  be  deter- 
mined, the  installments  shall  in  the  first  instance  be  computed  and  the 
first  installment  paid  upon  the  basis  of  a tax  upon  the  minimum  amount 
of  invested  capital,  not;  however,  exceeding  a tax  upon  the  basis  of  50 
per  cent  of  the  net  income.  In  any  of  the  above  cases  the  actual  ratio 
when  ascertained  by  the  Commissioner  will  be  used  in  determining  the 
correct  amount  of  the  tax.  (See  Section  912.) 

11.  Returns  in  special  cases. — Corporations  other  than  foreign 
corporations  making  [claim  for  assessment  under  section  328  of  the  Act 
should  answer  all  questions  and  fill  all  schedules  as  far  as  possible  .and 
attach  a statement  explaining  why  it  is  impracticable  to  fill  out  the 
entire  return. 

UNDISTRIBUTED  PROFITS  TAXABLE  TO  STOCKHOLDERS. 

12.  If  any  corporation,  however  created  or  organized,  is  formed  or 
availed  of  for  the  purpose  of  preventing  the  imposition  of  the  surtax  upon 
its  stockholders  or  members  through  the  medium  of  permitting  its  gains  or 
profits  to  accumulate  instead  of  being  divided  or  distributed,  such  cor- 
poration shall  not  be  subject  to  the  tax  imposed  by  section  230  of  the 
Revenue  Act  of  1918,  but  the  stockholders  or  members  thereof  shall  be 
subject  to  taxation  under  Title  2 in  the  same  manner  as  in  the  case  of 
stockholders  of  a personal  service  corporation,  except  that  the  tax 
imposed  by  Title  3 of  the  Revenue  Act  of  1918  shall  be  deducted  from 
the  net  income  of  the  corporation  before  the  proportionate  share  of  each 
stockholder  or  member  is  computed  (Section  220,  Article  351). 

LOSS  ON  INVENTORIES  AND  REBATES  UPON  SALES. 

13.  At  the  time  of  filing  returns  for  the  taxable  year  1918,  a claim  for 
abatement  may  be  filed  based  on  the  fact  that  a substantial  loss  has  been 
sustained  (whether  or  not  actually  realized  by  sale  or  other  disposition) 
resulting  from  any  material  reduction  (not  due  to  temporary  fluctuation) 
in  the  value  ef  the  inventory  as  at  the  end  of  such  taxable  year,  or  from 
•the  actual  payment  .after  the  close  of  such  taxable  year  of  rebates  in  pur- 
suance of  contracts  entered  into  during  such  year  upon  sales  made  during 
such  year.  In  such  case  payment  of  the  amount  of  the  tax  covered  by 
such  claim  shall  not  be  required  until  the  claim  is  decided,  but  the  tax- 
payer shall  accompany  his  claim  with  a bond  in  double  the  amount  of  the 
tax  covered  by  the  claim,  with  sureties  satisfactory  to  the  Commissioner, 
conditioned  for  the  payment  of  any  part  of  such  tax  found  to  be  due, 
with  interest  at  the  rate  of  1 per  cent  per.  month. 

14.  If  no  such  claim  is  filed  with  the  return,  but  it  is  shown  to  the 

satisfaction  of  the  Commissioner  that  during  the  taxable  year  1919 
the  taxpayer  has  sustained  a substantial  loss  of  the  character  above 
described,  then  the  amount  of  such  loss  shall  be  deducted  from  the  net 
income  for  the  taxable  year  1918  and  the  taxes  imposed  for  such  year 
by  Titles  2 and  3 of  tho  Revenue  Act  of  1918  shall  be  redetermined 
accordingly.  (See  Section  234  (a)  (14)  and  Article  261.)  *-««' 
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Pago  2 of  Instructions 

GENERAL  INSTRUCTIONS 


1.  For  complete  Instructions  concerning  tho  filling  in  of  tho  achoduleo  in  this  return,  read  the  explanatory  noted  at  the  head  thereof,  and  Part  II  of 
Regulations  45,  reluting  to  the  income  tax  and  war-profits  and  excess-profits  tax  on  corporations.  Copies  of  tho  regulations  can  be  obtained  from 
any  collector  of  internal  revenuo  or  any  bank. 


RETURNS. 

LIABILITY  FOR  FILINC. 

2.  Corporations  generally. — Evory  corporation,  joint-stock  com- 
pany, association,  and  insurance  company  not  specifically  exempted  by 
rioction  231  of  the  rovenue  act  of  1918,  and  having  a not  income  for  the 
toxable  year  of  $3,000  or  more,  is  subject  to  the  war-profits  and  excess- 
profits  tax  and  must  file  a complete  return  On  this  form. 

3.  A corporation,  joint-stock  company,  association,  or  insurance 
(Company  (not  oxempted  by  Section  231)  having  a net  income -less  than 

$3,000  must  also  filo  a return  on  this  form,  filling  that  part  of  Schedule  IV 
under  tho  headings  “ Income  tax”  and  (if  necessary).”  Adjustment  of  tax 
for  fiscal  year  ended  in.  191S,”  and  all  the  schedules  called  for  on  pages 
2 and  3;  and  answering  all  questions  on  pago  6. 

4.  Foreign  corporations. — Foreign  corporations  subject  to  the 
law  aro  required  to  make  returns  to  tho  collector  iu  whoso  district  is 
located  its  principal  oflieo  or  agency  through  which  is  transacted  the 
business  in  tho  United  States.  The  gross  income  to  be  returned  includes 
only  tho  gross  income  iiom  sources  within  the  United  States,  including 
interest  on  bonds,  notes,  or  other  interest-bearing  obligations  of  resi- 
dents, corporate  or  otherwise,  and  all  amounts  received  representing 
profits  on  the  manufacture  and  disposition  of  goods  within  the  United 
States.  (See  Articles  91,  92,  543,  and  625  of  Regulations  45.) 

5.  A foreign  corporation  should  'fill  in  and  submit  all  the  schedules 
called  f'  '»■  on  pages  2 and  3 of  the  return  with  respect  to  its  income  from 
sources  ithin  the  United  States,  and  should  compute  its  income  tax 
(Schodule  IV),  claiming,  however,  no  specific  exemption  (Item  15).  It 
should  enter  50  per  cent  of  its  net  income  as  its  war-prpfits  and  excess- 
profits  tax,  pending  determination  by  the  Commissioner  of  the  amount  of 
tax  assessable  (see  Instructions,  page  1,  paragraph  10). 

6.  Partnerships  and  personal  service  corporations. — Partner- 
ships and  personal  servico  corporations  must  make  a return  on  Form 
1065.  (See  Article  624  of  Regulations  45.) 

CONSOLIDATED  RETURNS. 

7.  Affiliated  corporations,  as  defined  in  Section  240  of  the  Act  and 
Articles  632  and  633  of  the  Regulations,  must  file  a consolidated  return. 
As  provided  in  Article  632,  the  parent  or  principal  reporting  company 
must  file  the  consolidated  return  on  this  form  with  the  collector  of  the 
district  in  which  its  principal  office  is  located.  All  supplementary,  aed 
support! 'ur  >chcdules  should  be  prepared  in  columnar  form,  ono  column 
being  pt  >v,.'ed  for  each  corporation  included  in  the  consolidation,  so  that 
the  compo.'mion  of  solidated  net  income  and  consolidated  invested 
capita!  may  be  readily  examined. 

8.  Subsidiary  corporations  and  other  affiliated  corporations  whose  net 
income  and  invested  capital  an  included  in  the  return  of  a parent  corpora- 
tion or  a principal  reporting  corporation  must  fill  in  and  file  Form  1122 
with  the  collector  in  whose  district  their  principal  office  is  located. 

PERIOD  COVERED. 

9.  The  taxable  . • *r  is  tho  calendar  year  1918  or  (if  the  corporation 
makes  its  return  for  a .-ucal  period  of  12  months  ending  on  the  last  day 
of  some  month  other  than  December)  the  fiscal  period  ended  in  the 

' calendar  year  It)  1 8. 

10.  A corporation  desiring  to  change  the  period  for  which  its  return 
is  made  from  e calendar  year  to  a fiscal  year  or  vico  versa,  or  from  one 
fiscal  year  to  another,  must  givo  written  notice  to  tho  collector  of  such 
change  and  the  reasons  therefor  at  least  30  days  before  the  due  date  of 
its  return  on  the  basis  of  its  existing  taxable  year  and  at  least  30  days 
before  tho  due  date  of  the  return  on  the  basis  of  the  proposed  taxable 
year.  (See  Articles  26  and  431  of  Regulations  45  and  Section  226  of  tho 
revenue  act  of  1918.) 

11.  A new  form  will  bo  issued  for  corporations  filing  returns  f or  fiscal 
years  ending  in  1919. 

TIME  AND  PLACE  FOR  FILING. 

12  Returns  for  the  calendar  year  1918  and  for  fiscal  years  ended  in 
1918  must  be  sent  to  the  collector  of  internal  revenuo  for  the  district  in 
which  the  corporation’s  principal  place  of  business  is  located  so  as  to 
reach  the  collector’s  office  on  or  before  March  15, 1919,  unless  an  extension 
of  time  has  been  granted. 
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13.  If  it  is  not  possible  to  file  a completed  return  on  thi3  form  or  on 
Form  1122,  a3  the  case  may  be,  on  or  before  March  15, 1919,  an  extension 
of  time  may  bo  obtained  by  filing,  on  or  before  March  15, 1919,  a tentative 
return  and  estimate  of  taxos  assessable,  in  duplicate,  on  Form  1031  T, 
and  remitting  with  such  return  at  least  one-fourth  of  the  estimated  taxe3 
shown  thereon. 

14.  In  case  of  neglect  to  file  either  a completed  return  or  a tentative 
return  within  the  prescribed  time  the  collector  ia  authorized  to  grant  an 
extension  of  not  more  than  30  days,  -provided  such  neglect  -was  due  to 
absence  or  sickness,  and  provided  an  application  for  such  extension  U 
made  in  writing  prior  to  tho  expiration  of  tho  period  for  . which  an 
extension  may  be  granted.  In  meritorious  cases  the  Commissioner  is 
authorized  to  grant  a further  extension;  but  no  such  further  extension  will 
be  granted  (except  on  account  of  absence  or  sickness),  unless  a tentative 
return  has  been  filed  on  Form  1031  T.  and  at  least  one-fourth  of  the  esti- 
mated tax  has  been  paid.  (See  Articles,  442  to  444  of  Regulations  45.) 

SIGNATURES  AND  VERIFICATION. 

15.  Returns  must  bo  sworn  to  by  the  president,  vice  president,  or  other 
principal  officer  and  by  the  treasurer  or  assistant  treasurer  of  the  cor- 
poration. The  return  of  a foreign  corporation  having  an  agent  in  tho 
United  States  shall  be  sworn  to  by  such  agent.  If  receivers,  trustees 
in  bankruptcy,  or  assignees  are  operating  the  property  or  bui.nes3  of 
the  corporation,  such  receivers,  trustees,  or  assignees  shall  execute  the 
returns  for  such1  corporations,  under  oath. 

PAYMENT  OF  TAXES. 

16.  The  tax  should  be  paid  by  sending  or  bringing  with  the  return 
a check  or  money  order  drawn  to  the  order  of  "Collector  of  Internal 
Revenue  at  [insert  name  of  city  and  State].” 

17.  Do  not  send  cash  through  the  mail  or  pay  it  in  person  except  at 
the  office  of  the  collector  or  a regularly  established  internal-revenue 
Stamp  office. 

18.  At  least  one-fourth  of  the  tax  is  due.  at  the  same  time  that'  the 
return  is  due. 

19.  An  additional  amount  sufficient  to  bring  the  total  payments  up 
to  one-half  of  the  tax  must  be  paid  on  or  before  June  15,  1919, 

20.  An  additional  amount  sufficient  to  bring  the  total  payments  up  to 
three-fourths  A the  tax  must  be  paid  on  or  before  September  15,  1919. 

21.  The,  entireremainder  of  the  tax  must  be  paid  on  or  before  December 
15,  1919. 

22.  If  any  payment  is  not  made  when  due,  the  entire  unpaid  balance  of 
the  tax  will  become  due  10  days  after  demand  therefor  by  the  collector. 

23.  If  you  pay  in  cash,  do  not  fail  to  get  a receipt  at  the  time  of  pay- 
ment. If  you  pay  by  check  or  moneyorder,  your  canceled  check  or  your 
money-order  receipt  will  service  as  a receipt. 

PENALTIES. 

UNDERSTATEMENT  OF  TAXES  DUE  TO  NEGLIGENCE  OR  FRAUD. 

24.  If  taxes  are  understated  through  negligence  on  the  partof  the  tax- 
payer and  without  attempt  to  defraud,  there  shall  be  added  as  part- of 
the  tax  5 per  cent  of  the  total  amount  of  the  deficiency  plus  interest  at 
the  rate  of  12  per  cent  per  annum  on  the  amount  of  tho  deficiency  of  each 
installment  from  the  time  the  installment  was  due.  If  an  understatement 
is  false  or  fraudulent  with  intent  to  evade  the  tax,  there  shall  be  added 
as  part  of  the  tax  50  per  oent  of  tho  amount  of  the  deficiency. 

FOR  FAILING  TO  PAY  TAX  WHEN  DUE. 

25.  If  any  tax  remains  unpaid  after  the  date  when  it  is  due  and  for  10 
days  after  notice  and  demand  by  the  collector  there  shall  he  added  as 
part  of  the  tax  the  sum  of  5 per  cent  of  the  amount  due  but  unpaid,  plus 
interest  at  the  rate  of  12  per  oent  per  annum  on  such  amount  from  the 
time  it  became  due. 

FOR  FAILING  TO  MAKE  RETURN  ON  TIME. 

26.  A penalty  of  not  more  than  $1,000  attaches  for  failure  to  file  a re- 
turn or  to  pay  the  tax  within  the  time  required  by  law.  If  tho  failure  is 
willful  or  an  attempt  is  made  to  defeat  or  oyade  tho  tax,  the  penalty  is 
$10,000  or  imprisonment  for  not  more  than  one  year,  or  both,  togother 
with  cost  of  prosecution. 
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WAR-PROFITS  AND  EXCESS-PROFITS  TAX  REGULATIONS. 


Toiu  112S— UNITED  BTATE8  INTERNAL  REVENUE  SERVICE. 

INFORMATION  RETURN  OF  SUBSIDIARY  OR  AFFILIATED  CORPORATION 


WHOSE  NET  INCOME  AND  INVESTED  CAPITAL  ARE  INCLUDED  IN  RETURN  OF  A PARENT  OR  PRINCIPAL 
REPORTING  CORPORATION  FOR  PURPOSES  OF  INCOME  AND  PROFITS  TAXES 

FOR  CALENDAR  YEAR  1918 


This  Return 
Must  He  Filed 
On  or  Before 
March  15,  1919 
With  the  Collector 

Fiscal  period  begun 

OR 

and  ended 

, 1918 

(Date  Received) 

cf  Internal  Revenue 
For  the  District  in 
Which  the  Subsidiary 
or  Affiliated  Corpora- 
tion has  its  Principal 
Office. 

Buiinett  tSdreu  ...... ... ..... 

(Street  and  number.) 

(City  or  town.) 

(State.) 

1.  Date  incorporated Under  laws  of  what  State  1. 

2.  Kind  of  business. 

3.  Par  value  of  capital  stock  outstanding  at  beginning  of  taxable  year:  (a)  common,  $.... 

(6)  preferred,  $ — 


4.  Par  value  of  capital  stock  held  during  the  taxable  year  by  (a)  the  parent  corporation  or  (5)  the  same  interest: 


Periods  in  the  Taxable 
Year  During  Which  the 
Stock  Held  Remained 
Unchanqed. 

Par'  Valve  of  Stock. 

Periods  in  the  Taxable 
Year  During  Which  the 
Stock  Held  Remained 
Unchanged. 

Par  Value  of  Stock. 

FROM — 

TO— 

Common. 

Preferred. 

FROM— 

TO— 

Common. 

Preferred. 

X ..  

* 

S 

% -- 



1 

I 



! 

Note. — All  stock  should  be  designated  a3,  voting  (“v.”)  or  nonvoting  (“n.  v.”). 


5.  Name  of  parent  corporation ■. . 

6.  Address  of  parent  corporation ,. . 

7.  Internal  revenue  district  in  which  consolidated  return  has  been  filed — v. 

(Oive  distric  t,  or  city  and  State.) 

8.  If  affiliation  occurs  through  ownership  of  stock  by  the  same  interests,  attach  to  this  form  a list  showing  the  names 

and  addresses  of  stockholders  and  amount  ana  description  of  stock  held  by  each. 

9.  State  amount  of  income  and  profits  taxes  for  the  taxable  year  apportioned  to  the  subsidiary  or  affiliated  cor- 

poration  making  this  return. $ 

We,  the  undersigned,  president  ana  treasurer  of  the  above-named  subsidiary  or  affiliated  corporation,  being 
severally  duly  sworn,  eaffi  lor  himself  deposes  and  says  that  the  foregoing  return,  including  the  accompanying 
list,  (if  any),  has  been  examined  by  him  and  is  to  the  best  of  his  knowledge  and  belief  a true  and  complete  return 
of  information  m.de  in  good  faith  pu’"uant  to  the  Revenue  Act  of  1918  and  the  regulations  thereunder. 

Swop.n  to  and  subscribed  before  this 


.day  of. 


19. 


(Name  if  u„^ar.) 

(Title!) 


President. 


Treasurer. 
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1017  Manner  of  determining  average  prewar  profits  (and  invested  capital.) 

547  — Reference  is  made  to  your  letter  of  March  8,  1919,  relative  to 

564  average  net  income  and  invested  capital  as  computed  under  the 
753  Revenue  Acts  of  1917  and  1918.  IfAssuming  in  each  case  a full 
prewar  existence,  the  computation  is  similar  under  both  Acts.  The 
average  invested  capital  for  the  prewar  period  is  one-third  of  the  sum  of  the 
invested  capital  determined  for  each  of  the  prewar  years  as  provided  in  the 
respective  Acts.  *|The  average  net  income  for  the  prewar  period  is  one- 
third  of  the  total  net  income  for  the  prewar  years  as  provided  in  the  respec- 
tive Acts.  If  any  of  the  prewar  years  showed  a net  loss,  such  net  loss  may 
not  b'e  offset  against  the  net  income  cf  the  other  years  in  determining  the 
average  net  income.  (Letter  to  Richard  H.  Hart,  Denver,  Col.,  signed 
by  J.  H.  Callan,  Assistant  to  the  Commissioner,  and  dated  March  24,  1919.) 

1018  War  Finance  Corporation  Bonds  as  Admissible  and  Inadmissible 
552  Assets. — Bonds  of  the  War  Finance  Corporation,  the  principal  of 
929  which  does  not  exceed  $5,000,  are  inadmissible  assets.  Bonds  of 

the  War  Finance  Corporation,  the  principal  of  which  exceeds  $5,000 
are  admissible  assets.  This  ruling  was  issued  by  the  Bureau  of  Internal 
Revenue  today  in  response  to  numerous  inquiries  as  to  whether  such  bonds 
are  admissible  or  inadmissible  assets. 

1019  “Inadmissible  assets”  is  a term  used  in  the  Revenue  Act  of  1918  to 
indicate  certain  assets  of  a corporation  which  may  not  be  included 

in  calculating  its  invested  capital. 

1020  War  Finance  Corporation  bonds  are  issued  under  the  authority  of 
the  Act  of  April  5,  1918,  which  provides  that  the  interest  on  the 

amount  of  such  bonds,  the  principal  of  which  does  not  exceed  $5,000,  shall  be 
exempt  from  normal  taxes,  surtaxes,  excess  profits  and  war  profits  taxes, 
and  that  the  interest  received  by  a taxpayer,  independent  of  the  amount  of 
his  holdings,  is  exempt  from  normal  Federal  tax.  (Official  announcement 
by  the  Bureau  of  Internal  Revenue,  April  5,  1919.) 


1 02 1  Interest-Bearing  One-Year  Loan  to  Corporation  by  Stockholder 
551  although  all  other  Creditors  are  Preferred,  is  not  “Invested  Capital.” 

561  — Principal  stockholder  of  X.  Corporation  lpans  $35,000  to  Corpora- 

926  tion  for  one  year.  In  order  to  protect  credit  of  Corporation,  agree- 
ment is  signed  that  lender  shall  be  deferred  to  all  other  creditors,  lender  to 
receive  one  per  cent  additional  interest  in  consideration.  Can  this  $35,000  be 
included  in  “invested  capital”  in  nature  of  preferred  stock,  the  interest  not 
being  deducted  as  expense?  (Answer.)  Your  telegram  April  second. 
Question  answered  in  negative.  (Telegram  of  inquiry  from  Bernhard  Knollen- 
berg,  Richmond,  Indiana,  and  the  reply  thereto  signed  by  Commissioner 
Daniel  C.  Roper,  and  dated  April  4,  1919.) 


1022  If  Corporation  Elects  10%  Minimum  War-Profits  Credit,  Prewar 
533  Data  not  Required. — If  corporation  uses  war-profits  credit  ten  per 
917  cent  invested  capital  taxable  year  on  Form  1120  need  prewar  infor- 
1003a  mation  be  furnished?  Wire  reply  collect.  (Answer.)  Your  telegram 
April  4.  If  war-profits  credit  is  ten  per  cent  of  invested  capital  for  taxable 
year  perwar  data  not  required.  (Telegram  of  inquiry  from  Kennedy  M. 
Thompson,  New  York,  N.  Y.,  and  the  reply  thereto  signed  by  Commissioner 
Daniel  C.  Roper,  and  dated  April  10,  1919.) 
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(VICTORY  LIBERTY  LOAN  ACT.) 

(Sections  1,  2,  and  4.) 

Public — No.  328 — 65th  Congress. 

In  effect  March  3,  1919. 

1023  Exemption  of  Liberty  Loan  Bond  and  Note  Interest. — That  the 
839  Second  Liberty  Bond  Act  is  hereby  amended  by  adding  thereto  a 

new  section  to  read  as  follows: 

1024  “Sec.  18.  (a)  That  in  addition  to  the  bonds  and  certificates  of 

indebtedness  and  war-savings  certificates  authorized  by  this  Act 

and  amendments  thereto,  the  Secretary  of  the  Treasury,  with  the  approval 
of  the  President,  is  authorized  to  borrow  from  time  to  time  on  the 
credit  of  the  United  States  for  the  purposes  of  this  Act,  and  to  meet  public 
expenditures  authorized  by  law,  not  exceeding  in  the  aggregate  $7,000,000,000, 
and  to  issue  therefor  notes  of  the  United  States  at  not  less  than  par  in  such 
form  or  forms  and  denomination  or  denominations,  containing  such  terms 
and  conditions,  and  at  such  rate  or  rates  of  interest,  as  the  Secretary  of  the 
Treasury  may  prescribe,  and  each  series  of  notes  so  issued  shall  be  payable 
at  such  time  not  less  than  one  year  nor  more  than  five  years  from  the  date 
of  its  issue  as  he  may  prescribe,  and  may  be  redeemable  before  maturity 
(at  the  option  of  the  United  States)  in  whole  or  in  part,  upon  not  more  than 
one  year’s  nor  less  than  four  months’  nbtice,  and  under  such  rules  and  regu- 
lations and  during  such  period  as  he  may  prescribe. 

1025  “(b)  The  notes  herein  authorized  may  be  issued  in  any  one  or  more 
of  the  following  series  as  the  Secretary  of  the  Treasury  may  pre- 
scribe in  connection  with  the  issue  thereof: 

1026  “(1)  Exempt,  both  as  to  principal  and  interest,  from  all  taxation 
(except  estate  or  inheritance  taxes)  now  or  hereafter  imposed  by  the 

United  States,  any  State,  or  any  of  the  possessions  of  the  United  States, 
or  by  any  local  taxing  authority; 

1027  “(2)  Exempt,  both  as  to  principal  and  interest,  from  all  taxation 
now  or  hereafter  imposed  by  the  United  States,  any  State,  or  any  of 

the  possessions  of  the  United  States,  or  by  any  local  taxing  authority, 
except  (a)  estate  or  inheritance  taxes,  and  (b)  graduated  additional  income 
taxes,  commonly  known  as  surtaxes,  and  excess-profits  and  war-profits 
taxes,  now  or  hereafter  imposed  by  the  United  States,  upon  the  income  or 
profits  of  individuals,  partnerships,  associations,  or  corporations; 

1 028i“(3)  Exempt,  both  as  to  principal  and  interest,  as  provided  in  para- 
graph (2) ; and  with  an  additional  exemption  from  the  taxes  referred 
to  in  clause  (b)  of  such  paragraph,  of  the  interest  on  an  amount  of 
such  notes  the  principal  of  which  does  not  exceed  $30,000,  owned  by  any 
individual,  partnership,  association,  or  corporation;  or 

1029  “(4)  Exempt,  both  as  to  principal  and  interest,  from  all  taxation 

now  or  hereafter  imposed  by  the  United  States,  any  State,  or  any 
of  the  possessions  of  the  United  States,  or  by  any  local  taxing  author- 
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ity,  except  (a)  estate  or  inheritance  taxes,  and  (b)  all  income,  excess-profits, 
and  war-profits  taxes,  now  or  hereafter  imposed  by  the  United  States,  upon 
the  income  or  profits  of  individuals,  partnerships,  associations,  or  corporations. 

1 030  “(c)  If  the  notes  authorized  under  this  section  are  offered  in  more 

than  one  series  bearing  the  same  date  of  issue,  the  holder  of  notes  of 
any  such  series  shall  (under  such  rules  and  regulations  as  may  be 
prescribed  by  the  Secretary  of  the  Treasury)  have  the  option  of  having  such 
notes  1 eld  by  him  converted  at  par  into  notes  of  any  other  such  series  offered 
bearing  the  same  date  of  issue. 

1031  “(d)  None  of  the  notes  authorized  by  this  section  shall  bear  the 
circulation  privilege.  The  principal  and  interest  thereof  shall  be 

payable  in  United  States  gold  coin  of  the  present  standard  of  value. 
The  word  ‘bond’  or  ‘bonds’  where  it  appears  in  sections  8,  9,  10,  14,  and  15 
of  this  Act  as  amended,  and  sections  3702,  3703,  3704,  and  3705  of  the  Revised 
Statutes,  and  section  5200  of  the  Revised  Statutes  as  amended,  but  in  such 
sections  only,  shall  be  deemed  to  include  notes  issued  under  this  section.” 

1032  Sec.  2.  (a)  That  until  the  expiration  of  five  years  after  the  date 

of  the  termination  of  the  war  between  the  United  States  and  the 

German  Government,  as  fixed  by  proclamation  of  the  President,  in 
addition  to  the  exemptions  provided  in  section  7 H[839]  of  the  Second  Liberty 
Bond  Act  in  respect  to  the  interest  on  an  amount  of  bonds  andjcertificates, 
authorized  by  such  Act  and  amendments  thereto,  the  principal  of  which 
does  not  exceed  in  the  aggregate  $5,000,  and  in  addition  to  all  other  exemptions 
provided  in  the  Second  Liberty  Bond  Act  or  the  Supplement  to  Second  Liberty 
Bond  Act  [1f842l,  the  interest  received  on  and  after  January  1,  1919,  on  an 
amount  of  bonds  of  the  First  Liberty  Loan  Converted,  dated  November  15, 
1917,  May  9,  1918,  or  October  24,  1918,  the  Second  Liberty  Loan,  converted 
and  unconverted,  the  Third  Liberty  Loan,  and  the  Fourth  Liberty  Loan,  the 
principal  of  which  does  not  exceed  $30,000  in  the  aggregate,  owned  by  any 
individual,  partnership,  association,  or  corporation,  shall  be  exempt  from 
graduated  additional  income  taxes,  commonly  known  as  surtaxes,  and  excess- 
profits  and  war-profits  taxes,  now  or  hereafter  imposed  by  the  United  States, 
upon  the  income  or  profits  of  individuals,  partnerships,  associations,  or  cor- 
porations. 

1033  (b)  In  addition  to  the  exemption  provided  in  subdivision  (a),  and 
in  addition  to  the  other  exemptions  therein  referred  to,  the  interest 

received  on  and  after  January  1,  1919,  on  an  amount  of  the  bonds  therein 
specified  the  principal  of  which  does  not  exceed  $20,000  in  the  aggregate, 
owned  by  any  individual,  partnership,  association,  or  corporation,  shall 
be  exempt  from  the  taxes  therein  specified:  Provided , That ? no  owner 

of  such  bonds  shall  be  entitled  to  such  exemption  in  respect  to  the  interest 
on  an  aggregate  principal  amount  of  such  bonds  exceeding  three  times  the 
principal  amount  of  notes  of  the  Victory  Liberty  Loan  originally  subscribed 
for  by  such  owner  and  still  owned  by  him  at  the  date  of  his  tax  return. 

1 034  Sec.  4.  That  section  3^of  the  Fourth  Liberty  Bond  Act  is  hereby 
amended  to  read  as  follows: 

“Sec.  3.  That,  notwithstanding  the  provisions  of  the  Second  Liberty 
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Bond  Act  or  of  the  War  Finance  Corporation  Act  or  of  any  other  Act,  bonds, 
notes,  and  certificates  of  indebtedness  of  the  United  States  and  bonds  of 
the  War  Finance  Corporation  shall,  while  beneficially  owned  by  a nonresi- 
dent alien  individual,  or  a foreign  corporation,  partnership,  or  association, 
not  engaged  in  business  in  the  United  States,  be  exempt  both  as  to  principal 
and  interest  from  any  and  all  taxation  now  or  hereafter  imposed  by  the 
United  States,  any  State,  or  any  of  the  possessions  of  the  United  States  or  by 
any  local  taxing  authority.”  (Sections  1,  2,  and  4 of  “An  Act  to  amend  the 
Liberty  Bond  Acts  and  the  War  Finance  Corporation  Act,  and  for  other 
purposes,”  known  as  the  “Victory  Liberty  Loan  Act,”  approved  by  the 
President,  March  3,  1919.) 


1035  Exempt  Status  of  Interest  on  Victory  Liberty  Loan  Notes. — The 
1023  Victory  Liberty  Loan,  which  will  be  offered  for  popular  subscription 

on  April  21,  1919,  will  take  the  form  of  4%%  three/four  year  Con- 
vertible Gold  Notes  of  the  Unite.d  States,  exempt  from  State  and  local  taxes, 
except  estate  and  inheritance  taxes,  and  from  normal  Federal  income  taxes 
[Tf  1027].  The  Notes  will  be  convertible,  at  the  option  of  the  holder,  through- 
out their  life  into  3%%  three/four  year  Convertible  Gold  Notes  of  the 
United  States,  exempt  from  all  Federal,  State  and  local  taxes,  except  estate 
and  inheritance  taxes  1026].  In  like  manner  the  3%%  Notes  will  be  con- 
vertible into  the  4 *k£%  Notes. 

1 036  The  amount  of  the  issue  will  be  $4,500,000,000,  which,  with  the 
deferred  installments  of  income  and  profits  taxes  payable,  in  respect 

to  last  year’s  income  and  profits,  during  the  period  covered  by  the  maturity 
dates  of  Treasury  certificates  of  indebtedness  now  outstanding,  will  fully 
provide  for  the  retirement  of  such  certificates.  The  issue  will  be  limited 
to  $4,500,000,000  except  as  it  may  be  necessary  to  increase  or  decrease  the 
amount  to  facilitate  allotment.  Oversubscriptions  will  be  rejected  and 
allotments  made  on  a graduated  scale  similar  in  its  general  plan  to  that 
adopted  in  connection  with  the  First  Liberty  Loan.  Allotment  will  be  made 
in  full  on  subscriptions  up  to  and  including  $10,000. 

1 037  The  Notes  of  both  series  will  be  dated  and  bear  interest  from  May  20, 
1919,  and  will  mature  on  May  20,  1923.  Interest  will  be  payable 

on  December  15,  1919,  and  thereafter  semi-annually  on  June  15  and  December 
15,  and  at  maturity.  All  or  any  of  the  Notes  may  be  redeemed  before 
maturity  at  the  option  of  the  United  States  on  June  15  or  December  15, 
1922,  at  par  and  accrued  interest.  (Official  statement  by  Secretary  of  the 
Treasury  Carter  Glass,  April  14,  1919.) 


1 038  Liberty  Bond  Interest  Exemption,  Consolidated  Returns,  Bonds 
839  All  Being  Owned  by  Parent  Corporation. — Receipt  is  acknowledged 
1023  of  your  letter  of  March  25,  1919,  in  which  you  state  that  the — — Com- 
pany is  affiliated  with  various  subsidiaries  in  which  the Company  owns 

all  the  stock  directly  or  owns  the  stock  of  the  company  which  does  own  all 

the  stock  of  such  affiliated  company.  The Company  has  on  hand 

an  investment  in  Liberty  Bonds  amounting  to  $2,345,000  of  the  second, 

third  and  fourth  issues.  TjYou  inquire  if  the  Company  may 

apportion  the  Liberty  Bonds  held  by  it  among  its  several  subsidiaries  in 
order  to  determine  the  total  exemption  allowable  for  purposes  of  a con- 
solidated return.  *[In  reply  you  are  advised  that  in  cases  of  consolidated 
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returns,  affiliated  corporations  are  treated  as  if  they  were  one  corporation 
and  the  tax  is  based  upon  the  consolidated  income  and  the  consolidated 
invested  capital  of  these  corporations.  Whether  the  parent  company  owns 
the  bonds  or  apportions  them  among  its  subsidiaries,  makes  no  difference 
in  the  amount  of  exemption  allowable  in  cases  where  consolidated  returns 
arc  required,  as  such  exemption  is  based  upon  the  consolidated  condition. 
(Letter  to  The  Corporation  Trust  Company,  signed  by  Commissioner  Daniel 
C.  Roper,  and  dated  April  5,  1919.) 


1039  Liberty  Bond  Interest  Exemption,  Consolidated  Returns,  Bonds 
839  Being  Owned  by  Each  of  the  Affiliated  Corporations. — Receipt  is 
1023  acknowledged  of  your  letter  dated  April  9,  1919,  in  which  you  state: 

‘It  is  our  understanding  that  in  the  case  of  affiliated  corpo- 
rations making  consolidated  returns  that  exemption  of  the  interest  on 
Government  obligations,  issued  since  September  1,  1917,  may  be  taken 
by  each  of  the  several  affiliated  corporations  according  to  its  actual 
holdings  of  such  bonds. 

“The  thought  seems  to  be  in  the  minds  of  some  that  the  holdings  of 
the  several  different  corporations  going  to  make  up  the  unit  for  Income 
and  Excess  Profits  Tax  purposes  must  be  combined,  and  that  the 
exemption  allowed  to  the  unit  will  be  that  based  on  the  aggregate  hold- 
ings. As  we  see  it,  each  of  the  affiliated  corporations,  being  in  fact  a 
separate  entity,  is  entitled  to  the  exemption  based  on  its  holdings  as 
such  separate  entity,  irrespective  of  the  fact  that  for  Income  and  Excess 
Profits  Tax  purposes  it  is  considered  as  but  a part  of  a whole  made  up  of 
several  such  separate  entities-in-fact.” 

1040  In  reply  you  are  advised  that  in  cases  of  consolidated  returns  affili- 
ated corporations  are  treated  as  if  they  . were  one  corporation  and 

the  tax  is  based  upon  the  consolidated  income  and  the  consolidated  invested 
capital  of  these  corporations.  Whether  each  of  the  subsidiary  companies 
owns  the  bonds  or  whether  the  parent  company,  or  any  one  of  the  companies 
alone,  owns  the  exempt  bonds  makes  no  difference  in  the  amount  of  exemption 
allowable  in  cases  where  consolidated  returns  are  required,  as  such  exemptions 
are  based  upon  the  consolidated  condition.  (Letter  to  The  Corporation 
Trust  Company,  signed  by  Acting  Commissioner  J.  H.  Callan,  and  dated 
April  16,  1919.) 


1041  Original  Issue  Stock  Sold  at  Par  on  Commission  in  Relation  to 
556  Invested  Capital. — Reference  is  made  to  your  telegram  of  April  4, 
933  1919,  relative  to  invested  capital  for  war  profits  and  excess  profits 

tax  purposes.  Capital  stock  issued  under  the  conditions  stated, 
viz:  sold  at  par  for  cash  and  a commission  of  10%  paid  afterward  to  a broker, 
is  held  to  be  stock  sold  at  a discount  and  only  the  net  proceeds  realized  by 
the  corporation  from  such  transaction  will  be  recognized  as  paid-in  capital 
for  invested  capital  purposes.  (Letter  to  Herbert  F.  French  and  Company, 
Boston,  Mass.,  signed  by  Commissioner  Daniel  C.  Roper,  and  dated  April 
14,  1919.) 
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1042  Depreciation  of  Tangible  Property,  Added  to  Invested  Capital 

938  as  Paid-In  Surplus,  to  be  Reflected  in  Adjustment  of  Earned  Surplus 

939  or  Undivided  Profits. — Reference  is  made  to  your  letter  of  March 

955  18th,  relative  to  paid-in  surplus  representing  value  of  property 

in  excess  of  the  consideration  paid  therefor.  Ifln  reply  you  are  in- 
formed that  paid-in  surplus  representing  tangible  property  need  not  be 
reduced  by  reason  of  depreciation  of  the  property  in  question.  All  adjust- 
ments necessary  on  account  of  inadequate  or  excessive  depreciation  should 
be  made  in  connection  with  earned  surplus  or  undivided  profits.  ^There- 
fore, if  a corporation  is  properly  entitled  to  add  to  its  invested  capital  in  the 
form  of  paid-in  surplus  an  amount  representing  excess  in  value  of  property, 
over  the  consideration  paid  therefor,  either  under  Article  63  of  Regulations 
No.  41,  relative  to  the  Revenue  Act  of  1917  [^[7 10],  or  under  Articles  836 
and  837  of  Regulations  No.  45  [^938-939],  relative  to  the  Revenue  Act  of 
1918,  such  paid-in  surplus  need  not  be  reduced  on  account  of  depreciation 
of  the  property  on  which  the  excess  value  is  claimed.  If  It  should  be  borne 
in  mind,  however,  that  while  paid-in  surplus  as  indicated  above,  need  not  be 
reduced  on  account  of  depreciation,  such  adjustment  must  be  made  in  earned 
surplus  or  undivided  profits,  and  the  computation  must  be  based  not  on  the 
cash  paid  or  stock  issued  for  the  property  but  on  its  actual  value  at  the  time 
acquired  for  the  purpose  of  computing  the  allowable  addition  to  paid-in 
surplus.  (Letter  to  Leslie,  Banks  & Company,  New  York,  N.  Y.»  signed  by 
Commissioner  Daniel  C.  Roper,  and  dated  April  14,  1919  ) 


1 043  Status  of  the  Average  Percentages  known  as  the  Median. — Reference 
538  is  made  to  your  letter  of  April  4,  1919,  with  respect  to  the  applica- 
tion of  Section  311  (c)  of  the  Revenue  Act  of  1918  to  the  returns 

of  corporations  entitled  to  the  benefit  thereof. 

1 044  In  reply  you  are  advised  that  the  average  percentages  applicable 
to  the  invested  capital  of  corporations  coming  within  Section  311  (c) 

of  the  Revenue  Act  of  1918  are  being  worked  out  by  this  office,  but  it  is  not 
likely  that  such  average  percentages  will  be  ready  for  use  prior  to  the  extended 
date  for  filing  the  complete  tax  returns  for  the  taxable  year  1918.  Therefore, 
it  will  be  necessary  to  file  such  returns  and  compute  the  war  profits  credit 
on  the  basis  of  10%  of  the  invested  capital  of  the  taxpayer  for  the  taxable 
year  as  provided  by  the  1918  Act. 

1045  Any  adjustments  shown  to  be  necessary  upon  determination  and 
application  of  the  average  percentages,  as  noted  above,  will  be 

made  as  soon  as  practicable  thereafter.  (Letter  to  The  Corporation  Trust 
Company,  signed  by  Acting  Deputy  Commissioner  P,  S.  Talbert,  and  dated 
May  15,  1919.) 


1046  Liberty  Bond  Interest  Exemption,  Consolidated  Returns,  Bonds 
1039  Being  Owned  by  each  of  the  Affiliated  Corporations.— Reference 
is  made  to  your  letter  dated  April  22,  1919,  in  which  you  question 
the  validity  of  a ruling  in  connection  with  exemptions  to  which  several 
affiliated  corporations  included  in  a consolidated  return  are  entitled  on 
account  of  their  ownership  of  various  issues  of  Liberty  Bonds  appearing  in  a 
letter  from  Acting  Commissioner  J.  H.  Callan  dated  April  16,  1919,  to  the 
Corporation  Trust  Company  and  printed  in  the  War  Tax  Service,  1919,  to 
the  effect  that: 

“Whether  each  of  the  subsidiary  companies  owns  the  bonds  or 
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whether  the  parent  company,  or  any  one  of  the  companies  alone, 
owns  the  exempt  bonds  makes  no  difference  in  the  amount  of 
exemption  allowable  in  cases  where  consolidated  returns  are  required, 
as  such  exemptions  are  based  upon  the  consolidated  condition.” 

1 047  Upon  further  consideration  this  office  rules  that  each  of  several 
affiliated  corporations  included  in  a consolidated  return  under 
Section  240  of  the  Revenue  Act  of  1918  is  entitled  to  the  same  full  benefits 
under  the  exemption  provisions  of  the  several  Liberty  Bond  Acts  to  which  it 
would  be  entitled  if  not  affiliated.  (Letter  to  one  of  our  subscribers,  signed 
by  Commissioner  Daniel  C.  Roper,  and  dated  May  21,  1919.) 


(T.  D.  2857.) 

1 048  Original  Subscription  to  Victory  Notes. — For  the  purposes  of  the  addi- 
1033  tional  tax  exemption  for  Liberty  Bonds  granted  by  Section  2 (b) 
of  the  Victory  Loan  Act,  approved  March  3,  1919,  Victory  notes 
of  either  series  issued  upon  conversion  of  Victory  notes  of  the  other  series 
which  were  originally  subscribed  for  by  any  taxpayer  will  be  deemed  to  have 
been  originally  subscribed  for  by  such  taxpayer.  (T.  D.  2857,  signed  by 
Commissioner  Daniel  C.  Roper,  and  dated  June  7,  1919.) 


1048  Interest  on  Victory  notes.— All  interest  accrued  on  4%  per  cent. 
1035  Victory  notes  at  the  date  of  any  conversion  by  the  taxpayer  into  3% 
1048  per  cent.  Victory  notes  will,  for  the  purposes  of  computing  net  income, 
be  deemed  to  be  interest  upon  4^4  per  cent.  Victory  notes,  and  will  be 
entitled  only  to  the  exemptions  from  taxation  to  which  interest  on  4^  per 
cent.  Victory  notes  is  entitled.  Any  and  all  amounts  received  by  any  tax- 
payer from  the  United  States  by  way  of  adjustment  of  accrued  interest  upon 
conversion  of  4^4  per  cent.  Victory  notes  into  3%  Per  cent.  Victory  notes  will 
be  deemed  to  be  interest  upon  4%  per  cent.  Victory  notes. 

All  interest  accrued  on  3%  Per  cent.  Victory  notes  at  the  date  of  any 
conversion  by  the  taxpayer  into  4^‘  per  cent.  Victory  notes  will,  for  the  pur- 
poses of  computing  net  income,  be  deemed  to  be  interest  upon  3^4  Per  cent. 
Victory  notes, and  will  be  entitled  to  the  exemptions  from  taxation  to  which 
interest  on  3%  Per  cent.  Victory  notes  is  entitled.  (T.  D.  2865,  signed  by 
Commissioner  Daniel  C.  Roper,  and  dated  June  14,  1919.) 
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DELIVER  OR  SEND  THIS 
RETURN  SO  AS  TO 
REACH  COLLECTOR  OF 
INTERNAL  REVENUE  ON 
OR  BEFORE  THE  IS™ 
DAY  OF  THE  THIRD 
MONTH  AFTER  THE 
CLOSE  OF  THE  PERIOD 

IF  EXTENSION  OF 
TIME  FOR  FILING  RETURN 
HAS  BEEN  GRANTED 
THE  AUTHORIZATION 
MUST  BE  ATTACHED  TO 
THIS  RETURN 


Pago  1— Summary 

Form  1120-A— UNITED  STATES  INTERNAL  REVENUE  SERVICE 

CORPORATION  INCOME  AND  PROFITS  TAX  RETURN 

FOR 

Fiscal  Period  begun , and  ended  — , 1919 


. -OT  WR1T1  IN  THIS  *»*Ct) 

PAYMENT 

CASH 


“SCHEDULE  I— NET  INCOmT 


1911 

1912 

1913 

, Nrr „„„  v_„  flHnuy  „„ . 

$ 

$ 

1 

3.  Totals  for  1911,  1012,  and  1913  (If  in  any  of  theso  years  there  v 

far  that  war.) 

ras  a loss, ’enter  zero 

t 

1 

b 

$ 

4.  Lees  dividends  received  in  1913. - - 

$ 

ft  Avrragf,  Net  Income  for  Prewar  Period  faum  of  items  on  line  3 for  1911  and  1912  and  Item  5 for  1913.  divided  bv  nuufber  of  years) 

$ 

7.  Net  Income  por  Taxable  Year  (Item  27.  Schedule  A,  page  2) 

$ 

SCHEDULE  II— INVESTED  CAPITAL. 

Item. 

1911 

1912 

1913 

Taxable  Year. 

. 1.  Capital,  *nrplutuand  nnillrideil  profits  at  closeof  the  precediDg^jear^Riehowii^byJ 

B. * 

L 

8 

2.  Plus  adjustments  by  way  of  additions  (from  Schedule  F).  

3-  Total 

$ 

$ 

$ 

4.  Lees  adjustments  by  way  of  deductions  (from  Schedule  G) 

ft.  "Remainder 

* 

$ 

$ 

6.  Plus  or  minus  clianges  in  invested  capital  during  year  (from  1 
Schedules  J and  II) ...  J 

7.  Total  (or  Remainder)  . 

1 

$ 

8.  Less  deduction  on  account  of  inadmissible  assets  (from 
Schedule  L) 

fl.  Investf-d  Capital  for  Each  Year  ....  | 

$ 

$ 

$ 



8- 





10.  Average  Invested  Capital  for  Prewar  Period  (sum  of  items  on  line  9 for  1911, 19X2,  and  1913,  divided  by  number  of  years) 


Increase  or  Decrease  in  Invested  Capital  for  Taxable  Year  as  Compared  with  Averaoe  Prewar  Invested  Capital  (indicate  decrease  by  “D”).. 

SCHEDULE  III— EXCESS-PROFITS  AND  WAR-PROFITS  CREDITS. 


"excess-profits  credit. 

1.  Eight"  per  cent  of  invested  capital  for  taxable  year  (Item  9, 
last  column,  Schedule  II) 

$ 

WAR-PROFIT8  CREDIT. 

4.  Average  net  income  for  prewar  period  (Item  6,  Schedule  I)... 

5.  Plus  10%  of  increase  or  minus  10%  of  decrease  shown  by 

$ 

— 

2.  Exemption,  except  for  foreign  corporations  ($3,000) 

Item  11,  Schedule  II 

6.  (a)  Total  of  (or  Difference  Between)  Items  4 and  5, 
or  (6)  10 % of  invested  capital  for  taxable  year  (Item 
9#  last" column,  Schedule  II),  whichever  is  larger 

$ 

3.  Excess-Profits  Credit  (Item  l.nlua  Item  2L 

1 

1 ' . 

7.  Exemption,  except  for  foreign  corporations  ($3,000) — 

8.  War-Profits  Credit  (Item  6 plus  Item  7) 

* 

page  1 of  Instructions.) 


2.  Amount  op  Net  Income  (Item 

3.  Excess-Propits  Credit  . Dr«.ramr»  cmirww.«vT.T 

1919  RATES. 

19T8  RATE8. 

I.  Brackets. 

7,  Schedule  IJTlHEAcn  Bracket. 

(Item  3,  Schedule  in).  | 4-  Remainder  Subjbct  to  Tax. 

5.  Rate  1 6. 

Amount 

of  Tax. 

7.  Rate. 

8.  Amount 

of  Tax. 

1.  Not  over  20%  of  in- 
vested capital 

5 ..  . 

$ 

$ 

20%  ? 

"30% 

65% 

$ 

2.  Over  20%  of  invested 
capital 

40%  | 

X Totals 

L 

1 

$ 

1 

$ 

. 4.  Net  income  for  taxable  year  (Item  7,  Schedule  I) 

$ 

7.  Eighty  per  cent  of  Item  6 

$ 

5.  Leas  amount  of  war-profits  credit  (Item  8,  Schedule  III). 

8.  Less  Item  3 column  8 (if 
smaller  than  Item  7). 

6 Remainder 

9.  Tax  in  Bracket  three  (Item  7 minus  Item  8— if 

Item  8 is  the  larger,  make  no  entry) 

10.  Total  at  1918  Rates  for  War  Profits  and  Excess  Profits  as  Computed  under  Section  301  (a)  (Item  3,  column  8,  plus  Item  9) 

11.  Total  at  1918  Rates  for  War  Profits  and  Excess  Profits,  if  Computed  under  Section  302  (see  Instructions,  page  1,  paragraphs  6 and  7) . 

12. 


I I 


13.  That  proportion  of  Item  10  or  1 1,  or  that  nroportion  of  th£  tax  computed  under  Section  303, 304,  or  337  (see  Instructions,  page  1,  paragraphs  6 and  7),  which 
the  number  of  months  in  1918  is  of  the  number  of  months  in  the  period 

8 

14.  That  proportion  of  Item  3,  column  6,  or  Item  12,  or  of  the  tax  computed  under  Section  303,  304,  or  337,  which  the  number  of  months  in  1919  is  of  the 
number  of  months  in  the  period . 

15.  Total  war-profits  and  excess-profits  tax  (Item  13  plus  Item  14) , ] 

* 

[ 

16.  Net  income  for  taxable  year  (I 

t?m  7,  Schedule  I) 

$ 

17.  Less:  Interest  on  oblieat  Ions  of  IT.  8.  j 
not  exempt  ( I lem  4,  Schedule  i 

$ 

IS,  War-profits  and  excess-profits 

tax  (Item  15) 

19.  Exemption,  except  for  foreign 

corporations  *2,000  unless 
return  is  (or  less  than  a year 
(soe  paragraph  1,  page  1,  of 
Instructions) 

20.  Amount  for  incoma-tax  computation  (Item  16  less  the 
total  of  Items  17,  18  and  19.) 


21.  Income  tax,  1918  rates,  12%,  Item  20..: 

22.  Income  tax,  1919  rates,  10%,  Item  20 ; $. 

23.  That  proportion  of  Item  21  which  the  number  of  months 

in  1918  is  of  the  number  of  months  in  the  period 

24.  That  proportion  of  Item  22  which  the  number  of  months 

in  1919  is  of  the  number  of  months  in  the  period 


Total  income  tax  (Item  23  plus  Item  2-1). 


26.  War  and  excess-profits  tax  (Item  15) 

$ 

27.  Income  tax  (Item  25) » 

28.  Total  of  Items  26  and  27.  

$ 

29.  Less  allowable  credit  for  income,  war-profits,  and  excess-profits  taxes  paid  or  accrued  to  foreign  countries  or  to  possessions  of  the  United  States.  (Here 
insert  “Total  credit  claimed  ” item  from  Form  1118,  which  must  be  filled  out  and  attached  if  such  credit  is  sought) . 

30.  Total  Tax  (Total  of  Items  26,  27,  28,  and  29) . 

31.  Tax  paid:  On  submission  of  tentative  return  (1931T),  ? ; bv  remittance  arcomoanviog  this  return.  S Total IS 
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Toge  2— Income  Schedules 


SCHEDULE  A— TAXABLE  NET  INCOME. 

Not.’.  Railroad  corporation*  bank*  insurance  companion  anil  oilier  corporation*  required  to  mil.mit  (tatemcnta  of  earning*  and  exponne*  to  any  national,  elate,  municipal,  or  other 
I .11.  .. lin  er  nmv  nut. mil  ii.nleiol  ol  Kchniuln  A,  aatatcn.eiitol  /..ruing.,  and  cxpei.~e.in  the  form  in  which  submitted  to eucll  officer.  1 n euc [i  raw*  the  taxable  net  earning*  will  be  reconciled 
by 


M)f  I'«  I....I  tile  II  V ..I.  II,.  net  J. refit  nhnwi.  by  I he  . 

..on  IN  INC  ’.Ml  . 

1.  tiroo*  *al«i,  Ion  return*  and  allowance*  

2.  Urn  coal  of  gooda  at, Id,  oxrluaivo  of  «X|>oni>v»,  rc|.aln 

below  (from  Hihodulo  A2)  . ....... 


.rr.inor.  . 


■ m ra  i 


Malomenf  aubmitted,  and  aho.ild  l.<-  entered  as  Item  7,  Schedule  h paige 


and  other  item*  called  for  lie  para  (el  y 


' manufacturing,  lem  allowance*  (from  Schedulo  A3).. 
ponMwIon*  not  exempt  (from  Schedulo  At) 


3.  Cron  Income  from  operation*  other  thau  trailing 

4.  Intereet  on  obligation*  of  the  United  State*  or  il 

6.  Interest  from  other  source*  (from  Schedule  Ah) .......... — 

8.  Sbaro  of  net  income  earned  during  period  by  pcraonal  service  corporation*  (whether  received  or  not) 

0,  Divi.ieu.la  on  stock  of  foroign  corporation*  ifrnm  Schedule  A9),  8 ; dividend*  on  stock. of 


.;  total.. 


. except  dividend*  (not  including  any  amount  in  reaped  of  sale*  of  capital  onset*  or  caia- 
Ceilaueou*  ii.vcatu.cut*  ace  Item  22,  below)  (from  Schedulo  AID; 


11.  Total  or  Item*  1 to  10 _ - 

DEDUCTIONS. 

12.  Ordinary  and  necessary  expense*  (except  amount*  reported  in  Item  2 above  or  called  for  separately  below,  and  not  includ- 

ing reet  or  value  of  capital  assets  or  misc  ellaneous  investments  sold  during  taxable  year— sec  Item  22)  (from  f-chedule  A12). 
Us  flswys  ui  .on  oi  ell  cm  (is  lulling  i dariM,  conuniMiow,  and  other  c impensation  in  ..  hatev< , lor  a paid)  ( from  Schedule 

14.  Repair*  (including  labor,  suppli.x.,  overhead,  and  other  items  properly  chargeable  to  repairs)  (from  Schedule  AM) 

15.  1 out. at  ex.  ept  on  indcl.i.  ilm  se  incurred  or  continued  to  purcf.aso  or  carry  obligations  or  securities,  other  than  obligations 

ol  tho  United  Stal,  » uaued  after  September  2-t,  1917,  tho  interest  on  wlii<  b is  wholly  exempt  from  income  tax) 

18.  Taxes  (except  FoJc  ral  income,  war-profit*,  and  excess-profit*  taxes,  taxis  which  are  a credit  under  Section  238,  and  taxes 
assessed  against  ha  at  bench!*  of  a kind  leading  to  increase  the  value  of  the  property  assessed) 

17.  Debt*  ascertained  to  be  worthless  and  charged  off  within  the  taxable  year i 

any,  the  information  called  for  by  Form  A (revised), or  if  by  : 


18.  Kxhnuslion 

19.  Depletion.  It  depletion 


ami  tear  (including  obsolescence)  (from  Schedule  A18) 

i*  claimed  by  a mining  company,  1 

or  gas  company,  Form  N (which  forms  can  be  obtained  from  the  Collector),  must  be  submitted  with  this  return  . 


Total  or  Items  12  to  19 j ... 

Difference  Betw  een  Item*  11  and  20 


22.  Profit  or  lose  on  sales  of  capital  assets  and  miscellaneous  investments  (from  Schedule  A22) . 

23.  Losses  sustained  during  the  t.ixablo  year,  and  deducted  under  Section  234  (a)  (4)  (from  Schedule  A 23)  (extend  in  Inst  column 

net  total  of  Items  22  and  23) ,J * . J- 


s 


24.  Net  income  for  taxable  year  exclusive  of  '.eductions  for  dividends  and  amortization  (total  of  or  difference  between  Item*  21  and  23,  the  latter  a*  extended). Js.. 

25.  Dividends  received  from  domestic  corporations,  not  personal  service  corporations 

26.  Amortization  of  war  facilities  (from  Schedule  A26)  (extend  total  of  Item*  25  and  26) .. 

27.  Net  I v come  eor  Taxabi.r  Year  (Difference  between  Items  24  and  26,  the  latter  as  extended)  (to  lie  entered  as  Item  7,  Schedule  I,  page  1). 


IM 


SCHEDULE  B- RECONCILIATION  OF  NET  PROFIT  PER  BOOKS  WITH  TAXABLE  NET  INCOME. 


1.  JCet  profit  for  year  per  books,  before  any  adjustments  aro  ! 

made  therein J 

2.  Unallowable  deductions:  , 

(o)  Donations,  gratuities,  and  contributions 

(I>)  Income,  wirproflta,  and  eiceaa-proflta  Uue*  jaid  or  accrued  to  I 

lUe  lulled  butt  e.  IU  iwnsesNioiu,  or  a f'urngu  country V 

(c)  Special  improvement  taxes  tending  to  increase  Ihc  I 

value  of  the  property  assessed ! 

(</)  Furniture  and  fixtures,  additions,  or  betterments 
treated  as  expenses  on  the  books 


(r)  Replacements  covered  by  depreciation. 

( J ) Insurance  premiums  paid  on  the  life  of  any  officer  or 
employee  for  the  benefit  of  thecorporationor  business, 
(y)  Interest  on  ikdcbtuducss  incurred  or  lobtiuuud  to  purchase  or 
carry  obligatiuiid  o r oer untied  (ether  tbau  obligation*  of  the 
luted  Suits  issued  niter  September  24.  WIT)  the  interest 
upoi.  which  is  wholly  e»,  mpt  Imm  income  tji 

(A)  Additions  to  reserves  lor  Lad  dells,  contingencies,  etc. 
(to  be  detailed) 


<0  

0)  __i i 

(l)  - — 

( m ) Other  imallowable  deductions  (to  be  detailed).. 

(») 


"3.  Distributive  share  of  net  income,  earned  during  period  by  per- 
sonal service  corporations  not  receivedoraccmedou  book*.. 


iirj  belongs  on  line  7). 


Total  . 


Nontaxable  income: 

(а)  Interest  on  obligations  of  the  United  States  and  its 

possessions,  wholly  exempt '■ 

(б)  Interest  on  obligations  ol  Suites,  Territories,  and  | 


I ! 


lilical  subdivision*  thereof.. 

(c)  Interest  on  Farm  Loan  Bonds  issued  under  Federal  | 
Farm  Loan  Act - 


(<f)  Dividends  on  stock  of  domestic  corporations... 

(f ) Dividends  on  stock  oi  personal  service  corporations 
declared  out  of  prohtscarned  prior  to  taxable  period . 

(/)  Otkcr  items  of  nontaxable  income  (to  be  detailed)... 

(a)  -V.pr.....|i“iz.::.4 

(A)  - - ; 


*(*)  r-~£ 

Charges  against  res’ 
(to  be  detailed).... 


(a)  ... 

1.(4) 

(c)  ._ 

(d)  -- 


ves  for  bad  debts,  contingencies,  etc. 


1 ItVII 


9.  Taxable  net  income  (Item  27,  Schedule  A).. 


Total 


SCHEDULE  C— BALANCE  SHEETS. 

Attach  hereto  balance  sheets  as  of  tfie  beginning  and  end  of  the  taxable  year  (preferably  in  parallel  columns'!,  showing  as  nearly  as  practicable  the  details  called  for  below.  (These 
balance  sheets  should  be  prepared  from  the  books  and  should  be  in  agreement  therewith,  or  any  differences  should  be  reconciled.) 

ASSETS.  | 


(Including  cash  in  bank  and  on  hand,  certifi- 
cates of  UcjomI,  etc.). 

Trade  accounts  and  nous  receivable  (before  deducting 
reserves  for  losso). 

Ofhcr  accounts  and  notes  receivable  (to  be  classified). 

Kaw-  materials. 

Work  in  progress. 

Filled  products. 

Supplies. 


ASSETS  f Continued). 
Intestment»— Continued— Bonds- 

Exempt  (municipal,  state,  etc.). 

Other. 

Loans  and  advance*: 

To  officers  and  employees. 


Fixed  assets: 
Laud. 
Buildings. 


ASSETS  (Continued). 

Fixed  Assets— Continued. 

Less  reserve  for  depreciation. 

Net  Value. 

Patents,  good  will,  and  otber  intangible  assets: 

Paid  for  in  cash  or  other  tangible  property. 
Paid  for  in  stock  (other  then  stock  dividends). 
Created  by  stock  dividend  or  otherwise. 
Discount: 

On  bonds. 

On  stock. 

Total. 


LIABILITIES. 

Notes  payable: 

To  officers  and  stockholders. 

To  others  (including  bank  loahs). 

Accounts  payable: 

Trade. 

Other. 

Accrued  expense*  and  reserves,  the  charges  creating  which 
allowable  deductions  from  income  (to  be  detailed). 
Reserve  for  losses  on  notes  and  accounts  receivable. 

Reset' cs  for  contingencies,  etc^  the  charges  creating  which  arc  j 
allowable  deductions  from  income  (tc  be  detailed). 

Capital  slock  outstanding  (to  be  classified). 

Surplus  and  undivided  profits. 

Total. 


A corporation  having  a net  income  ol  $3,000  or  more,  which  was  in  existence  during  at  least  one  full  prewar  year,  should  also  attach  to  this  return  similar  balance  Bheets  (preferably 
m parallel  columns)  as  of  the  beginning  of  it*  first  full  prewar  year  and  as  of  December  31,  1913. 

SCHEDULE  D— ANALYSIS  OF  SURPLUS  ACCOUNT. 

Attach  hereto  an  analysis  of  the  corporation’s  surplus  account,  showing  the  details  <jf  all  adjustments  of  surplus  for  the  taxable  year,  as  nearly  as  practicable  in  the  following  form : 

1.  Surolu9  at  beginning  of  year  per  books.  I Deduct:  5.  Dividends  (state  date  payable  and  amount  of  each,  and  whether  in  cach 

Add:  2.  Total  net  profit  per  books  and  per  Schedule  B (Item  1).  I or  in  stock). 

3.  Other  credits  to  surplus  (to  be  detailed).  6.  Other  debits  to  surplus  (to  be  detailed). 

4.  Total  of  Items  1,  2,  and  3.  | . 7.  Surplus  at  end  of  year  per  books. 

A corporation  having  a net  income  of  $3,000  or  more,  which  was  in  existence  during  at  least  one  full  p-  war  year,  should  also  attach  to  tins  return  a aim  Hot  analysis  of  its  surplus 
account  for  its  first  full  prewar  year  and  for  each  subsequent  year  down  to  the  beginning  of  the  taxable  year.  a— 
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Pago  8 — Income  Schedules — Concluded 
SCHEDULES  SUPPORTING  SCHEDULE  A 


The  schedules  called  for  below  should  bo  prepared  and  firmly  stapled  to  tins  return.  Designate  each  schedule  with  the  number  of  the  item  in 
Schedule  A which  it  explains.  Make  .schedules  on  paper  of  uniform  size  so  fur  as  pract.cable.  In  the  space  prov.ded  for  the  purpose  on  page  0 list 
ail  schedules  attached  to  this  return,  giving  tho  title  and  schedule  number  of  each.  Inferences  to  llcgulutions  45  aro  to  revised  edition. 


SCHEDULE  A2.  COST  OF  COODS  SOLD,  EXCLUSIVE  OF  EXPENSES, 
REPAIRS,  AND  OTHER  ITEMS  CALLED  FOR  SEPARATELY. 


in  support  of  Item  2,  Schedule  A,  corporation*  engaged  in  manufacturing  or  trading 
operation*  Bhould  submit  an  analysis,  in  reoeonablo  detail,  of  the  coet  of  goode  eold.  This 
statement  should  ordinarily  include  tho  following  item*  but  should  not  include  any  ex- 
pense items  callod  for  separately  in  Schedule  A. 


1.  Inventories  at  beginning  of  period  (to  be  reconciled  with  balance  sheet). 


2.  Purchases  during  period. 

.1.  Labor  and  wagos  ordinarily  charged  to  manufacturing  coet  on  the  corporation's 
books,  showing  the  principal  items  separately. 

4.  Other  expenses  ordinarily  charged  to  manufacturing  cost  on  the  corporation  s 

books.  (State  separately  largo  or  unusual  items. ) 

5.  Total. 


Deduct:’ 

6.  Inventories  at  close  of  period  (to  be  reconciled  with  balance  sheet). 

7.  Cost  of  goods  eold  (Item  6 leas  Item  6). 

Note. — Inventories  should  be  valued  at  (a)  coet  or  (5)  coet  or  market,  whichever  is 
lower,  provided  that  whichever  basis  is  used  must  be  applied  to  each  item  in  the  inventory 
and  not  to  a part  only.  Inventories  should  be  recorded  in  a legible  manner,  properly 
computed  and  summarized,  and  should  be  preserved  as  a port  of  the  accounting  records 
of  the  taxpayer.  (See  Articles  1581  to  1685  of  Regulations  No.  45.) 

If  claims  for  losses  on  inventories  or  rebates  on  sales  made  under  Section  214  (a)  12 
of  the  Act  have  been  allowed,  the  opening  inventory  must  be  correspondingly  adjusted. 
(See  Article  266  of  Regulations  45.) 

State  here  which  of  the  above-mentioned  bases  for  valuing  inventories  is  used  in  this 


SCHEDULE  A3:  GROSS  INCOME  FROM  OPERATIONS  OTHER  THAN  TRAD- 
ING OR  MANUFACTURING,  LESS  ALLOWANCES. 

Submit  a schedule  showing  the  nature  and  amount  of  the  principal  items  included 
in  Item  3,  Schedule  A. 

Life  insurance  companies  should  enter  as  Item  3,  Schedule  A,  the  total  premiums 
received  from  policyholders  less  such  portion  thereof  as  has  been  paid  back  or  credited  to, 
or  treated  as  an  abatement  of  premiums  of,  such  policyholders  within  the  taxable  year. 
(See  Articles  548  and  549  of  Regulations  45.) 

Mutual  marine  insurance  companies  should  report  as  Item  3,  Schedule  A,  the  groea 
premiums  collected  and  received  by  them  less  amounts  paid  for  reinsurance. 

SCHEDULE  A4:  INTEREST  ON  OBLIGATIONS  OF  UNITED  STATES  OR  ITS 
POSSESSIONS  NOT  EXEMPT. 

For  exemptions  on  interest  on  Liberty  Bonds  or  other  obligations  of  the  United  States, 
see  Articles  77  to  82,  Regulations  45. 

Attach  hereto  schedule  showing  in  separate  columns  the  following  information  with 
respect  to  obligations  of  the  United  States  issued  since  September  24, 1917: 

(1)  Clase  of  obligations  (list  each  issue  separately). 

(2)  First  and  last  dates  of  each  period  during  which  the  corporation’s  holdings  of  that 
class  of  obligations  remained  unchanged. 

(3)  Amount  of  obligations  of  that  class  held  by  the  corporation  during  each  such 
period. 

(4)  Amount  by  which  each  amount  entered  in  column  (3)  exceeds  the  maximum 
exemption  for  that  class  of  obligations. 

(5)  Rate  of  interest. 

(8)  Interest  derived  from  each  amount  of  principal  stated  in  column  (4). 

Enter  as  Item  4,  Schedule  A,  the  total  of  column  (6)  for  all  classes  of  obligations. 
Submit  also  a statement  showing  the  amount  of  interest  derived  from  bonds  and  other 
obligationa  of  the  United  States  and  its  possessions,  exclusive  of  those  described  in  the 
table  above. 

SCHEDULE  A5:  INTEREST  FROM  OTHER  SOURCES. 

Submit  a schedule  showing  the  source,  nature,  and  amount  of  the  principal  items 
included  herein,  the  minor  items  being  grouped  in  one  figure.  The  total  of  the  schedule 
should  be  entered  as  Item  5,  Schedule  A. 

For  interest  on  foreign  bonds  submit  a schedule  showing  (a)  name  of  country;  (5)  kind 
of  obligations  (whether  national,  state,  municipal,  or  corporate  obligations);  (c)  amount 
of  principal;  and  ( d)  amount  of  interest. 

SCHEDULE  A9:  DIVIDENDS  ON  STOCK  OF  FOREIGN  CORPORATIONS. 

Submit  a schedule  showing  (a)  name  of  corporation;  (5)  country  in  which  organized; 
( ) total  par  value  of  stock  held;  and  (d)  amount  of  dividends. 

SCHEDULE  A10:  GROSS  INCOME  FROM  ALL  OTHER  SOURCES  EXCEPT 
DIVIDENDS  (not  including  any  amount  in  re • pact  of  capital  aaseta  or 
miscellaneous  investments). 

Submit  a schedule  showing  the  source,  nature,  and  amount  of  the  principal  items 
included  herein,  the  minor  items  being  grouped  in  one  figure.  The  total  of  the  schedule 
should  be  entered  as  Item  10,  Schedule  A. 

SCHEDULE  A12:  ORDINARY  AND  NECESSARY  EXPENSES  (except  amount., 
called  for  separately  in  Schedule  A and  not  including  cost  or  valuo  of 
capital  assets  or  miscellaneous  investments  sold  during  taxable  year). 

Submit  a statement  showing  character  and  amount  of  the  principal  items  included 
in  Item  12,  Schedule  A. 

Insurance  companies  should  state  separately  in  Schedule  A12  (a)  the  net  addition 
required  by  law  to  be  made  within  the  taxable  year  to  reserve  funds  (including  in  the 
case  of  assessment  insurance  companies  the  actual  deposit  of  sums  with  state  or  terri- 
torial officers  pursuant  to  law  as  additions  to  guarantee  or  reserve  funds;  and  (5)  tho  total 
of  sums  ether  than  dividends  paid  within  the  year  on  policy  and  annuity  contracts. 

Corporations  issuing  policies  covering  life,  health,  and  accident  insurance  combined 
in  one  policy  issued  ou  the  weekly  premium  payment  plan  continuing  for  life  and  not 
subject  to  cancellation  should  report  in  Schedule  A12  such  part  of  the  net  addition  (not 
required  ty  law)  made  within  the  taxable  year  to  reserve  funds  as  the  Commissioner 
finds  to  be  required  for  the  protection  of  the  bolder*  of  such  policies. 

Mutual  marine  insurance  companies  should  report  in  Schedule  A12  amounts  repaid 
to  policyholders  en  account  of  premiums  previously  paid  by  them  and  interest  paid  upon 
such  amounts  between  the  ascertainment  and  the  payment  thereof. 


Mutual  insurance  companies  (other  than  mutual  life  and  mutual  marine  insurance 
companies)  that  require  their  members  to  make  premium  deposits  to  provido  for  losses 
and  expenses  should  report  in  Schedule  A12  the  amouDt  of  premium  deposits  returned 
to  their  policyholders  and  the  amount  of  premium  deposits  retained  for  the  payment  of 
losses,  expenses,  and  reinsurance  reserves  (unless  deducted  elsewhere  in  Schedule  A). 

SCHEDULE  A13:  COMPENSATION  OF  OFFICERS. 

Submit  a schedule  showing  for  each  officer  (1)  name;  (2)  duties;  (3)  time  devoted  to 
such  duties;  (4)  shares  of  stock  owned,  (a)  common,  (6)  preferred;  (5)  total  annual  com- 
pensation for  the  taxable  yearn  1917, 1918,  and  1919;  and  (6)  reasons  for  increases. 

SCHEDULE  A14 : REPAIRS  (including,  labor,  supplies,  overhead,  and  other 
item,  properly  chargeable  to  repairs). 

Submit  a schedule  showing  the  nature  and  amount  of  the  principal  items  included 
in  Item  14,  Schedule  A. 

Incidental  repair*,  which  do  not  add  to  tho  value  or  appreciably  prolong  the  life  of 
property,  are  deductible  as  expenses.  Expenditures  for  new  buildings  or  for  permanent 
improvements  or  betterments  which  increase  the  value  of  the  property  ore  chargeable 
to  capital  account.  Expendituree  for  restoring  or  replacing  property  are  not  deductible 
under  this  or  any  other  item  of  the  return.  Such  expenditures  are  chargeable  to  capital 
account  or  to  depreciation  reservee,  depending  on  the  treatment  of  depreciation  on  the 
books  of  the  taxpayer. 

SCHEDULE  A18:  EXHAUSTION,  WEAR  AND  TEAR  (including  obsolescence). 

Submit  a columnar  schedule  containing,  in  the  most  practicable  form,  eubetantially 
the  following  information: 

1.  A classification  of  depreciable  assets  subdivided  on  tho  bases  of  (a)  character,  (6) 
term  of  useful  life. 

2.  The  year  of  acquisition  of  such  assets  if  prior  to  tax  year.  If  acquired  during  tax 
year,  givo  actual  date. 

3.  Nature  and  amount  of  consideration  given  in  payment. 

4.  The  fair  market  value  of  such  assets  March  1,  1913,  if  acquired  before  that  date. 

5.  The  estimated  life  or  term  of  reasonable  usefulness  of  such  assets  from  date  acquired 
or  from  March  1,  1913,  if  acquired  prior  thereto.  Give  reasons  for  your  conclusions. 

6.  For  each  class  of  assets  state — 

(a)  The  total  provision  for  depreciation  made  on  the  books  of  the  corporation 
from  date  of  acquisition  to  the  beginning  of  the  taxable  year. 

(5)  The  total  amount  of  depreciation  (exhaustion,  wear  and  tear,  including  obso- 
lescence) claimed  for  the  taxable  year. 

7.  A reconciliation  of  all  figures  in  this  schedule  with  corresponding  figures  reflected 
in  the'balance  sheets. 

8.  If  any  plan  of  depreciation  other  than  the  “ straight  line  ” method  contemplated  by 
the  above  instructions  is  used,  a full  explanation  thereof,  with  justification,  should  be  given. 

SCHEDULES  A22  and  A23:  PROFIT  OR  LOSS  ON  SALES  OF  CAPITAL  ASSETS 
and  miscellaneous  investments,  and  losses  sustained  during  the  taxable 
year  from  fire,  storm,  or  other  casualty,  or  from  theft,  not  compensated  for 
by  insurance  or  otherwise. 

Submit  a columnar  schedule  setting  forth  for  each  sale  of  capital  assets  or  of  miscella- 
neous investments  and  for  each  loss  during  the  taxable  year  the  information  called  for  below: 

1.  Description  of  property  sold  or  of  property  in  respect  of  which  a loss  is  claimed. 

2.  Date  acquired. 

3.  Fair  market  price  or  value  on  March  1 , 1913,  if  acquired  before  that  date,  or  cost 
if  acquired  after  February  28,  1913. 

4.  Coet  of  improvements,  if  any,  since  February  23, 1913,  or  since  date' of  acquisition, 
if  acquired  after  February  28, 1913. 

5.  Total  of  Items  3 and  4. 

Less — 

6.  Depreciation  or  depletion  of  property  subject  thereto — 

(а)  Per  books. 

(б)  Accrued  but  not  on  books. 

7.  Salvage  value,  if  any,  of  property  on  which  a loss  is  claimed. 

8.  Amount  of  insurance, or  other  recovery  on  property,  if  any. 

9.  Proceeds  of  sale  or  cash  value  of  property  received  ia  exchange  (for  transactions 
falling  in  Item  22,  Schedule  A)  (see  Note  below). 

10.  Total  of  Items  6 to  9,  inclusive. 

11.  Profit  or  lose. 

12.  Cause  of  loss  (for  losBes  falling  in  Item  23,  Schedule  A). 

Note. — Submit  evidence  substantiating  the  basis  used  by  you  in  arriving  at  the  cash 
value  of  property  received  in  exchange  for  other  property. 

SCHEDULE  A26:  AMORTIZATION  OF  WAR  FACILITIES. 

Taxpayers  making  claim  for  amortization  should  spread  the  amortization  allowance 
in  accordance  with  the  profits  of  the  business  over  the  entire  amortization  period  iu 
monthly  estimates,  and  should  enter  as  their  amortization  deduction  in  this  return  tho 
aggregate  amount  assigned  to  those  months  of  the  amortization  period  which  are  included 
in  the  fiscal  year  of  the  taxpayer.  Taxpayers  making  return  for  a fiscal  year  ending  in 
1919  should  interpret  Article  185  of  Regulations  45  as  above  set  forth.  Taxpayers  will 
also  submit  a schedule  containing  information  called  for  in  Article  188,  Regulations  45. 

COMPENSATION  AT  RATE  OF  $3,000  OR  MORE  PER  ANNUM. 

Submit  a schedule  showing  for  each  employee  (if  a stockholder  of  the  corporation), 
whose  compensation  is  at  the  rate  of  $3,000  or  more  per  annum,  facts  similar  to  those  called 
for  in  Schedule  A13. 

WORKING  PAPERS. 

Ever)'  corporation  should  preserve,  available  for  inspection  by  a revenue  officer, 
working  papers  showing — 

1.  The  balance  in  each  account  on  the  corporation’s  boolcs  that  was  used  in 

preparing  Schedule  A. 

2.  The  amount  deducted  from  each  such  balance  on  account  of  each  class  of  non- 

taxable  income,  unallowable  deductions,  and  other  adjustments  indicated 
in  Schedule  B,  with  a reference  to  the  number  of  the  item  in  Schedule  B 
in  which  each  amount  so  deducted  was  included. 

3.  The  remainder  of  each  such  balance,  analyzed  to  show  the  amount  included 

in  each  item  of  Schedule  A,  with  a reference  to  the  number  of  the  item  in 
Schedule  A in  whieh  each  such  amount  was  included.  a— ssra 
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Potto  4 Luvegtod  Capital  Schedules 

SCHEOULE  E -CAPITAL,  SURPLUS,  AND  UNDIVIDED  PROFITS  AS  SHOWN  BY  BOOKS  BEFORE  ANY  ADJUSTMENTS  ARE  MADE  THEREIN. 


E4.  Si«i  U uctijhllv  • •.Minding  at  tho  end  of  the  pr»-<«ding  taxable  year  should  he 
ntton? d in  thin  n liodal#  to  the  ax lent  thut  it  hi  paid  ui».  If  hUm\  or  wore  mound  at 

ii  nominal  vain*-  or  without  par  value,  the  cutrlc*  should  reflect  the  amounts  on  the  book* 
.1  reaped  h«r«  f at  lUu  < luw  tiie  preci  Hug  taxable  > « ai 

ES.  TIiJm  Item  nh'iuld  Include  paid  la  nurphm  per  at  Iho  end  of  tho  jm^eding 

your.  Tf  uny  amount  in  < luluu«l  under  Election  of  li  e Krvetiuo  Act  of  1'Jltt  or 

under  Arfi*  lo  H37  of  Kf^utulion*  1ft  the  amount  rlaiuiod  should  be  tnt*  r.»l  uud«*r  Item  J, 
Mi  hedulo  K,  un.i  not  in  this  schoduU. 


E7.  fteacrvwi  which  represent  allocation*  of  surplus  and  were  not  accumulated  through 
deductions  made  in  computing  not  income  a a returned  in  previous  yearn  may,  if  properly 
explained  be  onteiod  on  lino  7,  Such  entries  should  be  identified  and  if  necessary 
r ^onciled  with  batancMhoct  reserves. 

E9.  The  cost  to r book  valuo  if  different  from  coot)  of  treasury  stock  held  at  the  end  of 
Iho  preceding  taxable  year  should  he  deducted  on  line  (J,  if  the  par  value  of  such  stock  id 
included  in  the  amount  ontored  on  line  4.  Treasury  stock  includes  all  stock  re  acquired  by 
the  corporation  and  not  canceled,  regardleis  of  the  reason  for  the  acquisition. 
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9.  Deduct  omt  of  treasury  stork  (or  book  value  If  different  from 
cost),  if  uny  is  included  above  ni  outstanding. 
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SCHEDULE  F ADJUSTMENTS  BY  WAY  OF  ADDITIONS. 


FI.  If  an  addition  to  invented  capital  is  claimed  in  Item  1,  Schedule  F,  submit  a state- 
mont  allowing  (a)  the  kind  of  properly,  (6)  Iho  year  in  which  it  wot)  paid  in,  (c)  from  whom 
acquired,  explaining  h 1.1  relationship  to  tho  corporation,  (rf)  tho  actual  cash  value  of  auch 
property  at  Ino  date  when  paid  in,  \t)  tho  par  value  of  atock  or  aharea  ir.mcd  therefor  and 
the  amount  at  wliich  auch  properly  hi  entered  in  the  accounts,  ij ) the  Inula  upon  which  the 
■dual  coah  value  of  the  property  wan  determined  and  the  date  when  such  determination 
wan  made,  and  (g)  Ilia  amount  of  depreciation  auatained  on  such  property  from  the  date 
of  acquisition  to  too  beginning  oi  the  taxable  year. 

F2.  If  an  addition  to  invoated  capital  in  claimed  in  Item  2,  Schedule  F,  submit  a 
statement  allowing  (a)  tho  kind  of  property,  (fi)  the  year  in  wliich  it  waa  acquired,  (c)  its 
cost,  (rf)  tho  amount  of  depreciation  sustained  on  auch  property  from  the  dale  of  acquisition 
to  tho  beginning  of  tho  taxable  year.  State  also  whether  each  item  Bought  to  be  restored 
waa  actually  used  or  unable  at  tlio  beginning  of  tho  taxablo  year.  Were  these  expenditures, 

whon  made,  written  off  in  lieu  of  depreciation? If  ao,  explain  what  adjustments 


have  been  mode  to  provide  for  depreciation,  in  view  of  the  proposed  restoration  to  surplus. 
Additions  in  this  item  a,e  cumulative  to  the  beginning  of  the  respective  taxable  yean. 
For  all  additions  hereunder,  provision  must  be  made  for  depreciation  to  the  beginning  of 
tho  respective  taxable  yean. 

F3.  If  any  addition  to  invested  capital  is  claimed  in  Item  3,  Schedule  F,  state  specifi- 
cally the  amount  of  depreciation  written  off  each  year  in  the  books  of  the  company,  and  the 
amount  allowed  u>  n deduction  in  computing  net  income.  Additions  in  this  item  are 
cumulative  to  the  beginning  of  the  respective  taxable  years. 

F4.  If  any  .assets  of  tho  trade  or  business  in  existence  during  both  the  taxable  year 
and  any  prewar  year  are  included  in  the  invested  capital  for  the  taxable  year  but  not  for 
such  prewar  year,  or  are  valued  on  a different  basis  in  computing  the  invested  capital  for 
the  taxable  year  and  such  prewar  year,  entries  should  be  made  in  this  schedule  adjusting 
tho  invested  capital  lor  each  prewar  year  affected  so  as  to  value  such  assets  upon  the  same 
basis  in  the  prewar  period  as  in  the  taxable  year. 


Iran. 

1911 

1912 

1913 

Taxable  Yeae. 

1 . Actual  (Mh  valuo  of  Uniriblo  property  dearly  tad  antMUntlally  In  eiftu  of 
|*ir  valae  of  stork  therefor  or  of  Iho  cash  or  other  coouldenuion  paid 

$ 

% 

| 

2 Additions  to  surplus  (Articles  810  to  8431 

. . 

3.  Depreciation  charged  in  the  accounts  of  the  corporation  but  not 
allowable  as  a deduction  on  income  tax  returns 

4.  Adjustment  uf  . -o  both  during  tax- 
able year  and  in  prewar  period  (Article  934) 

XXX 

XXX 

XXX 

X X 

5,  . . . ...... 

8.  Total 

Ll. 

1 1 

SCHEDULE  G— ADJUSTMENTS  BY  WAY  OF  DEDUCTIONS. 


Cl.  Is  any  patent,  copyright,  secret  process,  or  formula,  good  will,  trade-mark,  trade 
brand,  franchise,  or  other  similar  intangible  property,  paid  in  for  stock,  carried  as  an  asset 

by  the  corporation? If  eo,  is  it  entered  on  the  books  at  a value  in  excess  of  its 

actual  cash  value  when  paid  in? In  excess  of  the  par  value  of  the  stock  issued 

therefor? Is  the  aggregate  of  such  assets  acquired  prior  to  March  3,  1917, 

entered  on  the  books  at  a value  in  excess  of  25  per  cent  of  the  par  value  of  the  stock  out- 
standing on  March  3,  1917? Is  the  aggregate  of  such  assets  entered  on  th9 

boob  at  a value  in  excess  of  25  per  cent  of  the  par  value  of  the  stock  outstanding  at  the 
beginning  of  the  taxable  year? 

If  the  answer  to  any  of  the  foregoing  questions  is  “yes,”  submit  a statement  showing 
separately  with  respect  to  auch  assets  acquired  (1)  before  March  3,  1917,  and  (2)  on  or 
after  that  date:  (o)  Date  of  acquisition;  (t>)  cash  value  at  that  date,  with  a complete  ex- 
planation of  the  basis  upon  which  such  cash  value  was  determined;  (c)  par  valuo  of  the 
stock  issued  therefor;  id)  par  value  of  total  stock  outstanding  March  3,  1917;  (c)  par  value 
of  total  stock  outstanding  at  the  beginning  of  the  taxable  year;  (/)  the  value  at  which 
such  assets  are  entered  on  the  books  of  the  corporation. 

If  all  the  intangibles  were  acquired  before  March  3, 1917,  the  amount  by  which  (J)  ex- 
ceeds (i).  (c),  25  per  cent  of  (rf),  cr  25  per  cent  of  (r),  whichever  is  lowest,  must  be  entered  as 
Item  1,  Schedule  G,  for  the  taxable  year  and  for  each  year  of  the  prewar  period  that  is 
affected. 

If  the  intangibles  were  acquired  on  or  after  March  3,  1917,  the  amount  by  which  the 
entry  in  (J)  relating  to  ouch  intangibles  exceeds  (5)  or  (c)  relating  thereto,  or  25  per  cent  of 
(e),  whichever  is  lowest,  must  be  included  in  Item  1,  Schedule  G,  for  the  taxable  year: 
Provided,  that  if  intangibles  were  acquired  before  March  3,  1917,  and  also  on  or  after  that 
date,  deduction  shall  be  made  eo  that  the  amount  included  in  invested  capital  for  the  aggre- 
gate of  intangibles  shall  notexceed  25  per  cent  of  the  par  value  of  the  total  stock  outstand- 
ing at  the  beginning  of  the  taxable  year. 

Note. — If  the  stock  of  the  corporation  was  issued  at  a nominal  value  or  without  par 
value,  for  the  purpose  ot  the  computation  under  Item  1 the  par  value  shall  be  deemed  to  be 
the  fair  market  value  as  of  the  date  or  dates  of  issue.  The  aggregate  value  ao  determined 
of  stock  outstanding  on  March  3,  1917,  or  at  the  beginning  of  the  taxable  year,  shall  be  the 
basis  for  the  computation. 

G2.  Is  any  tangible  property,  paid  in  for  stock,  carried  as  an  asset  by  the  corporation? 

■■■■— If  so,  is  it  entered  on  tho  books  at  a value  in  excess  of  its  actual  cash  value  when 

received? In  excess  of  the  par  value  of  the  stock  paidtherefor? 

If  the  answer  to  either  of  the  foregoing  questions  is  “yes,”  submit  a statement  showing 
(«)  kind  of  property;  (6)  when  acquired;  (c)  par  value  of  the  stock  paid  therefor;  (rf)  actual 
cash  value  of  the  property  when  paid  in;  (e)  the  basis  on  which  that  valu6  was  determined ; 
(j)  value  at  which  the  property  is  entered  on  the  corporation’s  books;  and  (g)  amount  fcy 
which  auch  value  exceeds  the  allowable  value  under  section  326  (a)  (2)  of  the  Revenue 
Act  of  1918.  Enter  this  amount  as  Item  2,  Schedule  G,  for  the  taxable  year  and  for  each 
year  of  the  prewar  period  that  is  affected. 

63.  (a)  Was  any  stock  issued  by  the  corporation  ever  returned  as  a gift  or  for  a consider- 
ation substantially  less  than  its  par  value? , (fc)  If  so,  what  was  the  total  par 

value  of  such  stock?  $ (c)  What  waa  the  consideration  paid  for  the  return 


thereof?  $ (rf)  What  amount  of  cash  or  its  equivalent  was  derived  from  the 

resale  of  such  stock?  $ . (e)  What  entries  were  made  in  the  accounts  to  evi- 
dence the  return  and  the  resale  of  such  stock? 

The  excess  of  (6)  over  (rf)  must  be  entered  aa  Item  3,  Schedule  G,  for  the  taxable  year 
and  f'ir  each  year  of  the  prewar  period  that  is  affected.  However,  no  deduction  is  neces- 
sary if  adequate  adjustment  has  been  made  under  Item  2 of  this  schedule. 

G4.  Was  the  business  reorganized  or  consolidated  or  was  its  ownership  changed  or 

was  there  a change  in  ownership  of  property  after  March  3,  1917? If  so,  answer 

the  following  questions: 

(a)  Did  an  interest  of  50  per  cent  or  more  in  the  business  or  in  the  property  which 
changed  ownership  remain  in  the  control  of  the  same  persons,  corporations,  associations,  or 
partnerships,  or  of  any  of  them? 

(5)  Were  any  of  the  assets  entered  on  the  books  of  the  corporation  making  this  return 

at  a higher  value  than  on  the  books  of  its  predecessor? 

(c)  If  such  previous  owner  was  not  a corporation  attach  a statement  showing  (1)  the 
cost  of  acquisition  to  the  previous  owner  of  any  asset  so  transferred  or  received ; (2)  expendi- 
tures subsequent  to  that  date  for  betterment  or  development,  not  deducted  as  expense  or 
otherwise  since  March  1, 1913,  by  such  previous  owner;  (3)  the  allowance  for  depreciation, 
depletion,  or  impairment  since  the  date  of  acquisition  by  such  previous  owner. 

(rf)  If  all,  or  substantially  all,  of  the  property  was  acquired  from  a corporation  during 
the  taxable  year  attach  hereto  balance  sheets  of  such  predecessor  corporation  as  of  the  begin- 
ning of  the  taxable  year  and  as  of  the  date  immediately  prior  to  the  transfer  of  the  property 
to  the  coiporation  making  this  return,  and  also  a balance  sheet  or  statement  of  the  corpora- 
tion making  this  return  showing  the  values  at  which  such  property  received  or  transferred 
was  entered  on  the  books. 

The  increase  in  book  value  of  any  property  acquired  by  reorganization,  consolidation, 
or  change  of  ownership,  over  the  amount  allowable  to  the  predecessor  corporation  or  over 
the  amount  as  computed  under  (cl,  if  the  previous  owner  was  not  a corporation,  must 
be  deducted  bom  the  invested  capita!  for  the  taxable  year  as  Item  4,  Schedule  G. 

G5.  Is  any  property  (including  physical  property,  securities,  and  intangible  property) 
paid  for  with  cash  or  with  other  tangible  property  entered  on  the  books  of  the  corporation 
at  a value  in  excess  of  the  amount  of  cash  paid  therefor  or  the  actual  cash  value  of  the 

tangible  property  paid  therefor? If  so,  submit  a statement  showing  (a)  kind  of 

property;  (6)  amount  of  cash  paid  therefor;  (c)  actual  cash  value  of  other  tangible  property 
paid  therefor;  (rf)  how  that  value  waa  determined;  (<)  value  at  which  the  property  {a 
entered  on  the  hooks  of  the  corporation;  and  (J)  excess  of  (e)  over  (6)  or  (c).  This  excem 
must  be  entered  as  Item  5,  Schedule  G,  for  the  taxable  year  and  for  each  year  of  the  prewar 
period  that  is  affected. 

C6.  Has  adequate  provision  been  made  in  the  expense  accounts  of  the  company  for 

(o)  losses  of  every  kind?  ; (5)  depreciation? ; (c)  obsolescence? 

(rf)  depletion  of  minoral  deposits,  timber  supplies,  and  the  like? 

If  adequate  charge  has  not  been  made  for  depreciation,  depletion,  obsolescence,  and 
other  leasee,  and  the  value  of  the  property  has  not  been  maintained  by  replacements  that 
have  been  charged  to  expense,  proper  additional  charges  therefor  must  be  computed  for 
all  yeare  in  which  they  were  not  made  on  the  books,  and  the  total  amount  of  such  charges 
must  be  entered  as  Item  6,  Schedule  G,  for  the  taxable  year  (and  for  each  year  of  the  pre- 
war period  that  was  affected)  and  deducted  in  arriving  at  the  surplus  and  undivided  profits. 
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Pago  5— Invested  Capital  Schedules— Continued 
SCHEDULE  C ADJUSTMENTS  BY  WAY  OF  DEDUCTIONS  (Oonctnddd). 


i of  patents,  copyrlghtH.  secret  processes,  or  formula*,  Rood  will, 
auks,  trade  brands,  franchises,  or  other  iulaogiblo  property * 

2.  Valuation  of  tangihlo  property  paid  in  for  Block 

3.  Stock  returned  to  the  corporation  an  a gift,  etc... 

4.  Valuation  of  asset*  acquired  in  reorganizations  . 

6.  Appreciation - 

3.  Depreciation  and  depiction 


f: r 

...... ...i. 


i r 


9.  Total  Deductions 


SCHEDULE  H— CHANGES  IN  INVESTED  CAPITAL  DURING  TAXABLE  YEAR. 


1.  Changes  in  invested  capital  during  the  taxable  year  ordinarily  arise  in  one  or 
more  of  the  following  ways: 

(0)  Additions  by  reason  of  the  sale  of  capital  stock  or  the  Issue  of  capital  stock  for  tangible  or  other  asset*. 

(6)  Liquidation  of  part  of  the  capital  by  retirement  of  stock  or  purchase  of  treasury  stock  not  out  of  current 

earnings. 

(e)  Payment  of  cash  dividends  out  of  earnings  of  prior  years. 

( 1 ) Deduction  of  the  amount  of  Federal  inoome  and  excess-profits  taxes  for  the  previous  year. 

(#)  Payment  of  assessments  by  stockholders,  or  creation  of  paid-in  surplus  by  contribution  of  stockholders. 

Tho  changes  with  reepect  to  taxe9  probably  will  occur  in  every  case,  and  with  respect 
to  dividends  in  most  cases.  Should  no  changes  respecting  these  be  noted,  the  reasons  for 
their  omission  should  be  stated. 

2.  The  following  instructions  should  be  followed  in  making  the  above  adjustments. 
Each  item  should  be  designated  as  an  addition  or  distribution,  distributions  being  desig- 
nated by  red  ink  or  otherwise. 

(a)  If  stock  Is  issued  for  cash,  the  actual  cash  received  (but  not  the  amount  of  discount)  should  bo  entered 
in  this  schedule.  Assets  (other  than  cash)  paid  In  for  stock  must  be  valued  in  acoordanoe  with  Section 
320  (a)  (2)  of  the  Rovenuo  Act  of  1018. 


(6)  If  capital  stock  of  the  corporation  Is  rcacuuired  but  not  paid  for  out  of  current  profits,  the  cost  of  such 
stock  should  bo  deducted  from  invested  capital. 

(r)  Report  dividends  paid  out  of  profits  of  prior  yoars  but  not  dividends  paid  on'  >f  profits  of  tho  taxable 
year.  Any  distribution  mndo  during  tho  first  60  days  of  the  taxable  year  shai  i be  deemed  to  have  been 
made  from  oarnlngs  or  profits  accumulated  durlne  preceding  taxable  years:  but  any  distribution 
inado  during  the  remainder  of  tho  taxable  year  shall  bo  deemed  to  have  boon  made  from  the  profits 
for  that  year  to  tho  oxtont  that  such  profits  ore  sufficient.  (See  Article  1642.) 

( d ) Tho  amount  of  Federal  Income  and  cxocss-proflts  taxes  payable  should  bo  doducted  as  of  the  date  when 
duo  and  payablo  whether  reserves  havo  been  set  up  on  the  books  or  not.  (Bee  Article  845.) 

3.  The  data  called  for  in  columns  1 to  5 nhould  l?e  given  for  all  transactions,  except 
that  columns  3 and  4 are  applicable  only  to  the  issue  or  reacquisition  of  the  corporation  s 
stock. 

4.  In  Column  6 enter  the  number  of  days  remaining  in  tho  taxable  year  (including 
the  date  of  change). 

5.  The  net  changes,  if  not  in  accordance  with  tho  increases  or  decreases  reflected  in 
the  balance  sheets,  should  bo  fully  reconciled  therewith. 


1.  Nature  or  Additions  and  Distributions. 

5.  DAT*. 

3.  Number  or 
Shares  Sold 
OR 

Reacquired. 

«.  It  tor  Cash, 
State  Price 
ter  Share. 

6.  Amount  or  Cash  or  Cash 
Value  Actually  Received 
oa  Paid  Out. 

6.  Number 
or  Days 
ErrEcnvE. 

7.  Adjusted  Average. 

/ Column  fl  X Column  9 \ 

\ N umber  of  days  In  taxable  year . / 

1 

$ 

$ 

2 • 

3 

1 

5.  

6. 

7. 

1 

1 

SCHEDULE  J— CHANGES  IN  INVESTED  CAPITAL  DURING  PREWAR  YEARS. 


(Compute  the  net  addition  or  reduction  separately  for  each  year.  See  instructions  under  Schedule  H.) 


1.  Nature  or  Additions  and  Distributions. 

2.  Date. 

3.  Number  or 
Shares  Sold 
or 

Reacquired. 

4. 1»  to*  Cash, 
State  Price 
per  Share. 

5.  Amount  or  Cash  or  Cash 
Value  Actually  Received 
or  Paid  Out. 

0.  No.  or 

v Days 

7.  Adjusted  Average. 
/ Column  a X oohimn  fi\ 
^Number  of  daysin  year.  / 

t 

$ 

$ 

$ 

2 

3 

4 



S 

6 

7 

, 

! 

9 

10 

11. 

v> 

13.  

14 

SCHEDULE  K— CHANGES  IN  INVESTED  CAPITAL  FROM  END  OF  PREWAR  PERIOD  TO  BEGINNING  OF  TAXABLE  YEAR,  NOT  SHOWN  IN  SCHEDULE  D. 


(Sec  instructions  under  Schedule  H,  so  far  as  applicable.) 


1.  Nature  or  Additions  and  Distributions. 

2.  Date. 

3.  Number  or 
Shares  Sold  oa 
Reacquired. 

4.  It  toe  Cash, 
State  Price  err 
Share. 

5.  Amount  or  Cash  or  Cash 
Value  Actually  Received  or 
Paid  Out. 

3.  

% 

— 

2 

3 

4 

5. 

6 

— 

7 

8 

9 ' '■  ' • ■■■•■  ■ ' ••• 

10. + 

11. 

12.  _ . 

13.  

14 
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I'ugo  0 — In  v oh  tod  Capitol  Schedule*  (Concluded)  and  Questions 


SCHEDULE  L- INADMISSIBLE  ASSETS 

II M Ilia  corporation  any  Ina/lmUaiMa  aaaela  (I.  a.,  stocks,  bond*,  and  other  obligation*, 


•leant  obligation!  ol  tba  United  Rules,  Ilia  income  Iroin  which  ia  not  Uxable)?  — 

If  an,  attach  horeto  a aUtaniant  allowing  for  1911,  1812,  1213,  and  th«  taiabla  year, 
•apanlnly,  tha  facta  raliad  for  in  llama  (u)  to  (j)  of  thia  schedule. 

If  ibo  income  from  auch  laaata  conaiata  In  part  of  gain  or  profit  from  the  aale  or  other 
dlannoitiou  thereof,  or  if  all  or  part  of  the  internet  derived  from  auch  am- is  ia  in  effect 
included  in  the  net  income  bocauan  of  the  limitation  on  tha  deduction  of  intoraat  under 
Hectioii  234  (a)  (2)  of  tha  llevenuo  Act  of  1U1H,  than  a corraeuonding  part  of  the  capital 
inveatad  in  aujih  aaaeta  ia  deemed  an  admiaaihle  a»«il  In  auch  caan,  eet  forth  in  deUd  - 
(a)  The  virinua  klnda  of  incoma  derived  from  auch  amtae  ud  tlia  computation  of  the 
part  of  tho  capital  imoated  therein  which  ia  deemed  an  wlmuarblm 


tion  a leapt 


the  pur|ioaa  ol  tliia  a 

that  if  tho  Laiuayar  baa  tn  nrov 
fall'in  the  market  value  of  aacuritlni,  I 


chadula,  InaH-i— t l-  a met*  aliall  le>  valued  at  coat  of  acqulid- 
I the  la  I payer  hea  in  provioua  years  bean  allowed  adeduction  on  account 
‘ ■ncuritlne,  auch  aaaeta  aliall  be  valued  at  coot  lone  tho  deduc- 
tion allowed.  Admiaaihle  aaaota  •hell  !»  valued  aa  provided  ta  Section*  3 2#.  330,  and  331 
of  tha  Revenue  Act  lftlH  and  Artidea  831  888.  931-W4,  and  841  of  Rogulatioua  46.  Tho 
average  amount  of  aaaeta  of  each  kind  held  during  any  year  may  ordinarily  ho  determined 
by  dividing  by  2 tha  aurn  of  tho  amount  of  auch  aaaot*  bald  at  tha  beginning  of  the  year 


and  the  amount  hold  at  the  end  of  the  year.  In  auch  caao  the  amount  of  admiasible  anode 
may  lx  at  ho  determined  from  ( I / the  balance  oheet  no  of  tho  beginning  oi  the  year 
aljutUd  with  roepcc(  to  the  itema  tn  Schedule*  P and  G,  and  (2)  the  balance  sheet  aa  of 
tho  end  of  tho  year  correepondingly  adjusted,  liut  if  at  any  time  during  the  year  a sub- 
alantial  change  haa  taken  place  in  the  amount  of  ouch  aaoelo,  tho  average  amount  must  lie 
determined  aa  provided  in  Article  852  of  Regulation*  45.  In  auch  caao,  show  in  detail— 
(6)  The  computation  of  auch  amount. 

State  alao — 

Amount  of  inadmiaaihio  aaaeta  held  at  beginning  of  the  year; 

Amount  of  inadiniieiblo  uweta  held  at  end  of  year; 

Average  amount  of  inadmiaaihle  aaaeta  held  during  year, 
f/1  Amount  of  admiaaihle  aaaeta  held  at  beginning  of  the  year; 

(a)  Amount  of  admiaaiblo  aaaeta  hold  at  end  of  year; 

(A)  Average  amount  of  admiasible  aaaeta  held  during  year; 

(()  Bum  of  («)  plua  (A); 

(i)  Percentage  wliich  (<)  ia  of  (»)■ 

Thia  perceD  lags  ( l)  lot  each  year  should  be  applied  to  the  figures  tor  that  year  appearing 
on  Una  7,  Schedule  II,  in  order  to  obtain  the  deduction  on  account  of  ioadmiseible  aaaeta, 
which  should  be  entered  on  line  8,  Schedule  II. 


QUESTIONS. 


KIND  OF  BUSINESS. 

1.  Explain  below  the  nature  of  tho  corporation’*  buaineaa  in  auflicient  detail 
in  which  of  the  following  general  cleaaea  of  activities  it  falls: 


(1)  Agriculture  and  related  industries,  including  fishing;  (2)  mining,  quarrying,  and 
related  industries;  (3)  manufacturing;  (4)  construction ; (6)  trading;  (6)  transportation ; 
(7)  storage;  (8)  other  aervicos;  (9)  banking  and  insurance. 

2.  If  the  business  falls  in  any  of  tho  classes  from  1 to  6,  a (a  to  the  apodal  product  or 
products  handled ; if  in  class  5,  atato  whether  wholesale  or  rotail,  or  both;  li  in  close  8,  state 
whether  rail,  water,  or  other,  whether  general  or  local,  and  tho  special  commodities  (if 
any)  transported . if  in  class  7,  atato  the  apodal  commodiriee  stored  (if  an y)  or  the  special 
■ in  detail  the  kind  ol  service  rendered ; it  in  class  9,  state 

i principal  (using  its  own  capital) 


(a)  Main  busuioas 


(A)  Collateral  businesses,  if  any. 


brief  narrative  history  of  the  buaineaa  and  submit  : 


9.  If  ao,  I 
showing— 

(a)  The  name  of  the  concern  taken  over  (or  from  which  tho  property  was 

acquired); 

(b)  The  nature  of  the  aset-ls  and  liabilities  ao  acquired; 

(e)  The  total  par  value  oi  the  stock  iaeued  therefor; 

(a)  The  value  at. which  each  clans  of  assets  was  carried  on  the  books  of  the  con 
cern  irom  which  acquired  (if  obtainable,  submit  a balance  sheet  of  the 
predecessor  concern  aa  of  the  date  of  acquisition  or  aa  of  the  close  of  its 


last  accounting  period  prior  thereto); 
no  value  at  which  each  item  was  ontc 
making  this  return 


(r)  The  value  at  wlucl 

mi1- — *L:“  ■“*••• 

10.  If  patent*, 


entered  on  the  books  of  the  corporation 


, copyrights,  secret  processes  or  formulae,  good  will,  trade-marks,  trade 
brands,  franchises,  or  other  intangible  property  were  acquired,  state  also  the  basis  on  which 
their  value  was  determined  and  how  they  were  paid  for. 

11.  If,  at  the  time  of  any  purchase  or  reorganization  aa  contemplated  in  question  8, 
any  property  was  entered  on  the  books  of  the  reorganized  concern  or  any  vendee  pred- 
ecessor at  a value  in  excess  of  that  at  which  it  was  carried  on  the  books  of  the  vendor  con- 
cern, state  the  basis  on  which  the  revaluation  was  made. 

AFFILIATIONS  WITH  OTHER  CORPORATIONS  (TO  BE  ANSWERED  BY  EVERY  CORPORATION). 

12.  Do  you  own  directly  or  control  through  closely  affiliated  interests  or  by  a nominee 
or  nominees  over  50  per  cent  of  the  outstanding  capital  stock  of  another  corporation  or  of 

other  corporations?- 


er  corpoi 
13.  Is  < 


over  50  per  cent  of  your  capital  stock  owned  by  another  corporation  or  by  two 
or  more  corporations  that  are  affiliated? 


H.  Is  over  50  per  cent  of  your  capital  stock  aa  well  as  over  60  per  cent  of  the  capital 
stock  oi  another  corporation  or  of  other  corporations  owned  or  controlled  by  the  same  indi- 


vidual or  partnership  or  by  the  same  individuals  or  partnerships? 

15.  Is  this  return  a consolidated  return  within  the  meaning  of  Artie 


Articles  031  to  ( 


OTHER  CONCERNS  IN  SAME  BUSINESS. 

4.  Enter  on  tha  following  lines  the  names  and  addrtveuw  of  five  representative  con- 
cerns in  your  locality  or  section  of  tho  country  engaged  in  the  same  kina  of  business: 


JNCORPORATION. 

6.  Date  of  incorporation 

C.  Under  the  laws  of  what  State  or  country? 

PREDECESSOR  BUSINESSES. 

7.  If  the  corporation  was  not  in  eocistencc  during  tho  whole  of  any  one  of  the  calendar 
years  1911-1913,  is  it  in  any  way  an  outgrowth,  result,  continuation,  or  reorganization  of 

a business  which  was  in  existence  during  the  wholeof  any  oneof  these  yearn? 

If  the  answer  to  preceding  question  is  •’  Yes,”  give  name  under  which,  and  address  at 

which,  the  business  of  the  predecessor  was  then  carried  on 


Is  tha  present  organization  substantially  a continuation  of  the  predecessor? 

Give  reasons  for  your  last  conclusion.— 

Have  you  used  the  prewar  data  of  the  predecessor  organization  in  the  preparation  of  this 

return? 

REORGANIZATION  AND  ACQUISITION  OF  MIXED  AGGREGATES  OF  ASSETS. 

8.  Has  the  corporation,  or  any  of  its  prtdecarors,  ever  been  reorganized,  or  has  it, 
or  a prtdecaror,  ever  taken  over  a going  business  or  acouired  a mixed  aggregate  of  tangible 
property,  patents,  and  copyrights,  and  good  will  and  other  similar  intangible  property, 

and  paid  for  such  property  in  whole  or  in  part  with  stock  or  other  securities? 


elusive,  oi  Regulations  45? 

10.  Affiliated  corporations  as  indicated  in  12,  13,  or  14  above  must  comply  with  the 
following  requirements: 

17.  If  the  answer  to  question  12  is  “yes,”  submit  a statement  showing  for  each  of  the 
corporations  over  60  per  cent  of  whose  stock  is  owned  or  controlled  by  you,  either  directly 
cr  through  closely  affiliated  interests  or  by  a nominee  or  nominees — 

(a)  The  name  and  address; 

(4)  The  total  par  value  of  the  outstanding  capital  stock  at  the  beginning  of  the 
taxable  year,  and  the  date  and  amount  of  each  change,  classifying  this 
data  as  to  common  and  preferred,  voting  and  nonvoting  stock; 

(c)  The  total  par  value  of  auch  outstanding  capital  stock  owned  or  controlled  by 
you  at  the  beginning  of  the  taxable  year,  or  at  the  date  of  acquisition  if 
acquired  during  the  taxable  year,  and  the  date  and  amount  of  each  change 
therein. 

18.  If  the  answer  to  question  13  is  “yes,”  state — 

(а)  The  name  aDd  address  of  such  corporation  or  corporations; 

(б)  The  par  value  and  percentage  of  your  stock  held  by  each,  classified  as  to 

common  and  preferred,  voting  and  nonvoting. 

19.  If  the  answer  to  question  14  is  “ yes,  ’ submit  a statement  showing — 

(а)  The  names  and  addressee  of  such  corporations; 

(б)  The  name  or  names  and  address  or  addresses  of  the  owning  or  controlling 

interest  or  interests; 

(c)  The  total  par  value  of  the  outstanding  capital  stock  of  each  corporation  at 

the  beginning  of  the  taxable  year,  and  tho  date  and  amount  of  each  change 
therein,  classifying  this  data  as  to  common  and  preferred,  voting  and  non- 
voting stock; 

(d)  The  total  par  value  of  each  class  of  the  outstanding  capital  stock  of  each 

corporation  owned  or  controlled  by  each  one  of  the  several  individuals  or 
partnerships  at  the  beginning  of  the  taxable  year,  and  the  date  and  amount 
of  each  change  therein. 

20.  If  the  answer  to  question  15  ia  “yes,”  the  information  furnished  under  17  and  19 
should  identify  the  corporations  included  in  the  consolidation. 

21.  If  one  corporation  owns  95  per  cent  or  more  of  the  outstanding  voting  stock  of 
another,  or  if  95  per  cent  or  more  of  the  outstanding  voting  stock  of  two  or  more  corpora- 
tions is  owned  by  the  same  individual  or  individuals  in  substantially  the  same  propor- 
tion, a consolidated  return  must  be  filed,  except  that  the  limitations  as  to  consolidation 
under  Article  635  must  be  observed.  If  the  ownership  ia  leas  than  95  per  c»nt  of  the  out- 
standing voting  stock,  but  exceeds  50  per  cent,  the  parent  corporation  or  principal  cor- 
poration of  any  group  of  affiliated  corporations  must  furnish  the  information  called  for 
above  and  in  addition  must  file  a statement  fully  disclosing  the  details  oi  affiliation  other 
than  stock  ownership  and  all  other  information  which  will  be  helpful  in  determining 
whether  or  not  a consolidated  return  should  be  filed. 

VALUATION  OF  CAPITAL  STOCK. 

22.  What  was  the  fair  value  of  the  total  capital  stock  of  the  corporation  a*  determined 

m 

in  the  last  assessment  of  the  capital  stock  tax  (if  any)?  $ Date  of  that 

assessment 

LIST  OF  ATTACHED  SCHEDULES. 

Attach  hereto  a list  ol  all  schedules  accompanying  this  return,  giving  (or  each  a brief 
title  and  the  schedule  number. 


We,  the  undersigned,  president  and  treasurer  of  the  corporation  for  which  this  return  is  made,  being  severally  duly  sworn,  each  for  himself 
deposes  and  sap  that  this  return,  including  the  accompanying  schedules  and  statements,  has  been  examined  by  him  and  is,  to  the  best  of  his 
knowledge  and  belief,  a true  and  complete  return  made  in  good  faith  pursuant  to  the  Revenue  Act  of  1918  and  the  Regulations  issued  thereunder. 


Sworn  to  and  sub-] 
scribed  before  me  \ 


Sail  el  officer 
txkiaf  affidavit. 


day  of 


lOlitcisl  opacity.) 


President . 


Treaturer. 
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Page  1 of  Instructions 

INSTRUCTIONS  REGARDING  DETERMINATION  OF  CREDITS,  COMPUTATION  OF  TAX,  ETC. 


PROVISIONS  AFFECTING  INVESTED  CAPITAL  AND  CREDITS. 

RETURNS  FOR  PART  OF  A YEAR. 

1.  If  this  return  is  for  a period  lea  than  a full  year,  Items  3 and  8,  Schedule  III; 
Items  1 and  2,  column  2,  Schedule  IV;  and  Item  19,  Schedule  IV,  ahall  be  reduced  to  aa 
many  twelfths  of  the  figures  for  a full  year  as  there  are  months  in  the  period  for  which  the 
return  is  made. 

If  the  period  for  which  the  return  is  made  includes  fractions  of  months,  there  shall  be 
added  to  the  number  of  complete  months  as  many  thirtieths  of  a month  as  there  are  days 
in  the  fractional  parts  of  months. 

CORPORATIONS  NOT  IN  EXISTENCE  DURING  PREWAR  PERIOD. 

2.  If  a corporation  was  not  in  existence  during  the  whole  of  at  least  one  calendar  year 
in  the  prewar  period,  provided  a majority  of  its  capital  stock  was  not  owned  or  controlled, 
directly  or  indirectly,  at  any  time  during  the  taxable  year  by  a corporation  in  existence 
during  the  whole  of  at  least  one  calendar  year  iu  the  prewar  period,  and  provided  its  gross 
income  docs  not  include  50  per  cent  or  more  of  gains,  profits,  commissions,  or  other  income 
derived  from  a Government  contract  or  contracts  made  after  April  6,  1917,  and  before 
November  12,  1918,  the  war-profits  credit  shall  be  (a)  the  Sum  of  $3,000  plus  (5)  the  same 
percentage  of  the  invested  capital  for  the  taxable  year  (not  less  than  10  per  cent,  however) 
as  the  average  per  cent  of  net  income  to  invested  capital  for  the  prewar  period  of  corpora- 
tions engaged  in  a trade  or  business  of  the  same  general  class  as  the  taxpayer. 

3.  Pending  a determination  of  the  deduction  by  the  Commissioner,  such  corporation 
shall  deduct  10  per  cent  of  the  invested  capital  for  the  taxable  year.  (See  Section  311 
(e,  d)  of  the  Revenue  Act  of  1918  and  Articles  783  and  784  of  Regulations  45.) 

CREDIT  FOR  INCOME,  WAR-PROFITS,  AND  EXCESS-PROFITS  TAXES 
PAID  OR  ACCRUED  TO  FOREIGN  COUNTRY  OR  POSSESSION  OF  THE 
UNITED  STATES. 

4.  If  a credit  is  claimed  in  Item  29,  Schedule  IV,  a copy  of  Form  1118,  completely 
filled  out  and  sworn  to  or  affirmed,  must  be  submitted  with  this  return.  If  credit  is  sought 
for  taxes  already  paid  the  form  must  have  attached  to  it  the  receipt  for  each  such  tax  pay- 
ment. If  credit  is  sought  for  taxes  accrued  the  form  must  have  attached  to  it  the  return 
on  which  each  such  accrued  tax  was  based.  (See  Article  611  of  Regulations  45.) 

5.  When  a credit  is  claimed  for  accrued  taxes,  the  Commissioner  may,  as  a condition 
precedent  to  the  allowance  of  this  credit,  require  the  corporation  to  give  a bond  (Form 
1119),  with  sureties  satisfactory  to  and  to  be  approved  by  him,  in  such  penal  sum  as  he 
may  require,  conditioned  for  the  payment  by  the  taxpayer  of  any  amount  of  taxes  found 
due  if  the  taxes  when  paid  differ  from  the  amount  claimed  in  respect  thereof. 

PROVISIONS  AFFECTING  COMPUTATION  OF  WAR-PROFITS 
AND  EXCESS-PROFITS  TAX. 

6.  In  most  instances  the  amount  of  the  tax  will  be  found  as  follows: 

(A)  By  finding  the  amount  of  war  and  excess-profits  tax  at  the  rates  for  1918  and  for 
1919. 

(B)  By  finding  the  proportion  of  the  amount  of  war  and  excess-profits  tax  computed  for 
1918  which  the  number  of  months  in  1918  bears  to  the  total  number  of  months  in  the  period. 

(C)  By  finding  the  proportion  of  the  amount  of  war  and  excess-profits  tax  computed 
at  the  rates  for  1919  which  the  number  of  months  in  1919  bears  to  the  total  number  of 
months  in  the  period. 

(D)  By  adding  the  amounts  found  under  (B)  and  (C)  above. 

(E)  By  finding  the  amount  of  the  income  tax  at  the  rates  for  1918  and  for  1919. 

(F)  By  finding  such  proportion  of  the  income  tax  computed  at  the  1918  rates  as  the 
total  of  months  in  1918  bears  to  the  total  of  months  in  the  period. 

(G)  By  finding  such  proportion  of  the  income  tax  computed  at  the  1919  rates  as  the 
total  of  months  in  1919  beam  to  the  total  of  months  in  the  period. 

(H)  By  adding  (F)  and  (G)  above. 

(I)  Total  tax  will  be  the  sum  of  (D)  and  (H)  above. 

Should  computation  be  necessary  under  other  sections  than  301(a)  or  301(5),  the 
following  applies: 

(а)  Limitation  on  total  tax.— i'he  maximum  war-profits  and  excess-profits  tax 
imposed  for  1918  shall  in  no  case  be  more  than  30  per  cent  of  the  net  income  in  excess  of 
$3,000  and  not  in  excess  of  $20,000  plus  80  per  cent  of  the  net  income  in  excess  of  $20,000; 
for  1919  the  amounts  shall  be  no  more  than  20  per  cent  of  the  net  income  in  excess  of 
$3,000  and  not  in  excess  of  $20,000,  plus  40  per  cent  of  the  net  income  in  excess  of  $20,000. 
(Section  302.) 

If  the  computation  at  the  rates  specified  in  Section  301  as  for  1918  exceeds  the  limita- 
tion as  for  that  year,  then  the  limited  amount  for  1918  rates  is  the  amount  computed  at  the 
rates  for  that  year;  if  the  computation  at  the  rates  specified  in  Section  301  as  for  1919  ex- 
ceeds the  limitation  as  for  that  year,  then  the  limited  amount  for  1919  rates  is  the  amount 
computed  at  the  rates  for  that  year. 

(б)  Government  contract.— If  net  income  has  been  derived  from  a Government 
contract,  or  Government  contracts,  made  between  April  6,  1917,  and  November  11, 1918, 
both  dates  inclusive,  in  excess  of  $10,000,  the  computation  would  be  at  the  rates  for  each 
year  as  under  Section  301,  regardless  of  the  fact  that  the  contract  may  have  been  concluded 
in  1918,  or  may  not  have  continued  throughout  the  fiscal  year.  (See  Articles  714  and  719 
of  Regulations  45.) 

(c)  Tax  on  profits  from  sale  of  mineral  deposits.— In  the  case  of  a bona  fide 
sale  of  mines,  oil  or  gas  wells,  or  any  interest  therein,  where  the  principal  value  of  the 
property  has  been  demonstrated  by  prospecting  or  exploration  and  discovery  work  done 
by  the  taxpayer,  the  portion  of  the  war-profits  and  excess-profits  tax  attributable  to  such 
sale  shall  not  exceed  20  per  cent  of  the  Belling  price  of  such  property  or  interest.  (See 
Articles  971  and  972  of  Regulations  45,  and  Section  337  of  the  Act.) 

The  first  step  is  to  find  the  war  and  excess-profits  tax  computed  without  regard  to 
this  provision;  the  second  is  to  find  of  the  tax  thus  computed  such  portion  as  the  net  in- 
come from  the  sale  bears  to  the  total  net  income.  If  this  portion  equals  or  does  not  exceed 
20  per  cent  of  the  selling  price  then  no  adjustment  is  permitted.  Should  such  portion 
exceed  20  per  cent  of  the  selling  price,  then,  first, -find  such  portion  of  the  war  and  excess- 
profits  tax  as  the  net  income  not  attributable  to  the  sale  bears  to  the  total  net  income;  and 
secondly,  add  to  this  20  per  cent  of  the  selling  price  of  the  mineral  deposits. 

(d)  Tax  of  corporation  engaged  in  mining  of  gold. — If  a corporation  was  engaged 
in  the  mining  of  gold,  its  war  and  excess-profits  tax  shall  be  that  proportion  of  Item  15, 
Schedule  IV , which  the  net  income  not  derived  from  the  mining  of  gold  bears  to  the  total 
net  income  (Articles  752  and  753,  Regulations  45— Section  304  (c)  of  the  Act.) 

(«)  Tax  of  corporation  whose  income  is  derived  in  part  from  “personal  serv- 
ice-”— II  part  of  the  net  income  (not  less  than  30  per  cent)  is  derived  from  a separate 
trade  or  business  of  the  character  of  “personal  service,”  the  tax  shall  be  computed  in 
accordance  with  the  provisions  of  Articles  741  to  743,  Regulations  45  (Sec.  303  of  the  Act). 


7.  Statement  of  baefs  of  claims. — It  the  corporation  claims  the  benefit  of  one  or 
more  of  these  provisions,  it  should  attach  to  the  return  a complete  statement  of  the  basis 
for  such  claim  and  a computation  of  the  tax  payable  in  the  event  that  such  •claim 
is  allowed.  The  amount  of  tax  so  computed  should  be  entered  in  Schedule  IV, 
but,  except  in  cases  falling  under  (a)  above,  tho  taxpayer  must  neverthelea  fill  out  all 
the  schedules  of  this  form.  Submit  a schedule  respecting  each  Government  contract 
made  between  April  6,  1917,  and  November  11,  1918,  both  dafes  inclusive,  from  which 
income  was  derived  during  the  taxable  year.  In  the  case  of  affiliated  companies,  this 
information  should  bo  shown  separately  for  each  company.  This  schedule  will  be  in  the 
form  of  columns,  the  left-hand  column  specifying  the  following  information  as  respects 
each  contract: 

(a)  Amount  of  contract; 

(5)  Gross  income  from  contract  during  period; 

. (e)  Expenses  directly  applicable  to  each  contract. 

Total  of  each  column  should  be  shown.  There  should  also  be  shown  in  the'tncst 
practicable  form: 

(d)  Total  gross  income  of  corporation; 

'(e)  Percentage  which  total  of  column  (5)  is  of  (</); 

(/)  Total  general  expenses,  losses,  and  deductions  of  corporation: 

( g ) Amount  of  (f)  allocated  to  Government  contracts  (total);. 

(h)  Percentage  which  (g)  is  of  (/). 

If  the  allocation  of  general  expenses,  losses,  and  deductions  differs  from  the  percentage 
which  the  gross  income  from  the  Government  contract  or  contracts  bears  to  the  total  groqi 
income,  there  shall  be  submitted  a statement  showing  what  items-and  the  amounts  thereof 
have  been  otherwise  allocated,  and  the  reasons  therefor.  If  a claim  is  made  under  Section 
327  of  the  Statute,  gains,  profits,  commissions,  or  other  income,  derived  on  a cost-plus 
basis  from  a Government  contract  or  contracts  made  between  April  6, 1917,  and  November 

11. 1918,  both  dates  inclusive,  should  be  shown  separately  from  income  from  Government 
contracts  of  different  character. 

SPECIAL  CASES. 

8.  Definition  of  special  cases.— Section  327  of  the  Act  provides  that  in  the  following 
cases  the  tax'shall  be  determined  as  provided  in  Section  328: 

(a)  Where  the  Commissioner  is.  unable  to  determine  the  invested  capital  as  provided 
in  Section  326; 

(5)  In  the  case  of  a foreign  corporation; 

■ (c)  Where  a mixed  aggregate  of  tangible  property  and  intangible  property  has  been 
paid  in  for  stock  or  for  stock  and  bonds  and  the  Commissioner  is  unable  satisfactorily  to 
determine  the  respective  values  of  the  several  classes  of  property  at  the  time  of  payment,  or 
to  distinguish  the  classes  of  property  paid  in  for  stock  and  for  bonds,  respectively; 

(d)  Where,  upon  application  by  the  corporation,  the  Commissioner  finds  and  declares 
of  record  that  the  tax  if  determined  without  benefit  of  this  section  would,  owing  to  abnor- 
mal conditions  affecting  the  capital  or  income  of  the  corporation,  work  upon  the  corpora- 
tion an  exceptional  hardship  evidenced  by  gross  disproportion  between  the  tax  computed 
without  benefit  of  this  section  and  the  tax  computed  by  reference  to  the  representative 
corporations  specified  in  Section  328.  This  subdivision  shall  not  apply  to  any  case  (l)'in 
which  the  tax  (computed  without  benefit  of  this  section)  is  high  merely  because  the  cor- 
poration earned  within  the  taxable  year  a high  rate  of  profits  upon  a normal  invested  capital 
nor  (2)  in  which  50  per  centum  or  more  of  the  gross  income  of  the  corporation  for  the  taxable 
year  (computed  under  Section-  233  of  Title  II)  consists  of  gains,  profits,  commissions,  or 
other  income  derived  on  a cost-plus  basis  from  a Government  contract  or  contracts  made 
between  April  6, 1917,  and  November  11, 1918,  both  dates  inclusive. 

9.  Treatment  of  special  cases. — In  the  cases  specified  in  Section  327  the  tax  will  be 
specially  determined  under  the  provisions  of  Section  328,  but  the  tax  will  not  ordinarily 
bo  computed  under  Section  328  merely  because  the  corporation’s  form  or  manner  of  organi- 
zation, or  the  limitations  imposed  by  Section  32G,  result  in  a greater  tax  than  would  other- 
wise be  payable.  A corporation  which  comes  within  the  provisions  of  subdivision  (d)  of 
Section  327  (paragraph  8,  above)  may  make  application  for  assessment  under  the  provisions 
of  Section  328,  which  application  shall  be  attached  to  its  return  in  the  form  of  a statement 
setting  forth  in  full:  (a)  The  reasons  why  the  tax  should  be  so  determined;  (5)  the  facts 
upon  which  such  reasons  are  based;  (c)  an  exact  description  of  each  trade  or  business  or 
important  branch  of  a trade  or  business  carried  on  by  it;  (d)  a statement  of  the  invested' 
capital  and  net  income  for  each  year  since  the  beginning  of  the  prewar  period;  and  (e)  a 
statement  showing  the  amount  of  gains,  profits,  commissions,  or  other  income  derived  on  a 
cost-plus  basis  from  Government  contracts  made  after  April  5,  1917,  and  before  November 

12. 1918,  and  showing  the  per  cent  which  such  income  is  of  tho  total  income  of  the  corpora- 
tion. (See  Article  901.) 

10.  Determination  of  first  installment  of  tax  in  special  cases. — In  tho  case  of  any 
corporation,  other  than  a foreign  corporation  where  absolutely  no  data  are  available  for 
the  determination  of  the  invested  capital  for  tho  taxable  year,  the  installments  of  the  tax 
shall,  in  the  first  instance,  be  computed  and  the  first  installment  paid  upon  fhe  basis  of  a 
war  and  excess-profits  tax  equal  to  50  per  cent  of  the  net  income,  plus  income  tax,  which 
latter  tax  shall  be  computed  on  the  basis  of  a credit  to  net  income  of  this  amount  for  war 
and  excess-profits  tax.  In  the  case  of  a foreign  corporation  the  installments  of  the  tax 
shall,  in  the  first  instance,  be  determined  upon  the  basis  prescribed  in  Article  913  of 
Regulations  45.  In  any  other  case  under  Section  328,  including  a case  where  the 
invested  capital  for  the  taxable  year  can  not  be  accurately  determined,  but  where  a 
minimum  amount  of  invested  capital  as  to  which  there  is  no  question  can  be  determined, 
the  installments  shall  in  the  first  instance  be  computed  and  the  first  installment  paid 
upon  the  basis  of  a tax  upon  the  minimum  amount  of  invested  capital,  not,  however, 
exceeding  a tax  upon  the  basis  of  50  per  cent  of  tho  net  income.  In  any  of  the  above  cases 
the  actual  ratio  when  ascertained  by  the  Commissioner  will  he  used  in  determining  tire 
correct  amount  of  the  tax.  (See  Article  912  of  Regulations  45.) 

11.  Returns  in  special  cases. — Corporations  other  than  foreign  corporations  making 
claim  for  assessment  under  Section  328  of  the  Act  should  answer  all  questions  and  file  all 
schedules  as  far  as  possible  and  attach  a statement  explaining  why  it  is  impracticable  to' 
fill  out  the  entire  return. 

UNDISTRIBUTED  PROFITS  TAXABLE  TO  STOCKHOLDERS. 

12.  If  airy  corporation,  however  created  or  organized , is  formed  or  availed  of  for  the 

purpose  of  preventing  the  imposition  of  tho  surtax  upon  its  stockholders  or  members  through 
the  medium  of  .permitting  its  gains  or  profits  to  accumulate  instead  of  being  divided  or 
distributed,  such  corporation  shall  not  be  subject  to  tho  tax  imposed  by  Section  230  of  the 
Revenue  Act  of  1918,  but  the  stockholders  or  members  thereof  shall  be  subject  to  taxation 
under  Title  2 in  tho  same  manner  as  in  the  case  of  stockholders  of  a personal  service  cor- 
poration, except  that  the  tax  imposed  by  Title  3 of  the  Revenue  Act  of  1918  shall  be  de- 
ducted from  the  net  income  of  the  corporation  before  the  proportionate  share  of  each  slAck- 
holder  or  member  is  computed.  (Section  220,  Article  351.)  ss» 
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Pago  2 of  Instructions 

GENERAL  INSTRUCTIONS 

1.  For  complete  instructions  concerning  tho  filling  in  of  tho  schedules  in  this  return,  read  tlio  explanatory  notes  at  the  head  thereof,  and  Part  II  of 
Regulations  <5,  revised,  relating  to  tho  income  tax  und  war-profits  and  excess-profits  tax  on  corporations.  Copies  of  tho  regulations  can  be  ob- 
tained from  any- collector  of  internal  rovenuo  or  any  bank. 


RETURNS. 

• LIABILITY  FOR  FILINC. 

2.  Corporation*  generally. — Every  corporation,  joint-stock  com- 
pany, association,  and  insurance  company  not  specifically  exempted  by 
Section  231  of  the  revenue  act  of  1918,  and  having  a net  iucome  for  the 
taxable  year  of  93,000  or  moro,  is  subject  to  tho  war-profits  and  excess- 
profits  tax  and  must  file  a complete  return  on  this  form. 

•3.  A corporation,  joint-stock  company,  association,  or  insurance 
company  (not  exompted  by  Section  231)  having  a not  income  less  than 
S3, 000  must  also  file  a return  on  this  form,  filling  that  part  of  Schedule  IV 
undor  the  headings  “Income  tax’’  and  (if  necessary)  “Adjustment  of  tax 
for  fiscal  year  ended  in  1918,”  and  all  the  schedules  called  for  on  pages 
2 and  3;  and  answering  all  questions  on  page  6. 

4.  Foreign  corporations. — A foreign  corporation  subject  to  tho 
law  is  required  to  make  return  to  the  collector  in  whoso  district  is 
located  its  principal  ofhco  or  agency  through  which  is  transacted  tho 
businoss  in  tho  United  States.  Tho  gross  income  to  bo  returned  includes 
only  the  gross  income  from  sources  within  tho  United  States,  including 
interest  on  bonds,  notes,  or  other  interest-bearing  obligations  of  resiv 
dents,  corporate  or  otherwise,  and  all  amounts  received  representing 
profits  on  tho  manufacture  and  disposition  of  goods  within  the  United 
States.  (See  Articles  91,  92,  550,  and  625  of  Regulations  45.) 

5.  A foreign  corporation  should  fill  in  and  submit  all  the  schedules 
called  for  on  pages  2 and  3 of  the  return  with  respect  to  its  income  from 
sources  within  the  United  States,  and  should  compute  its  income  tax 
(Schedule  IV),  claiming,  however,  no  specific  exemption  (Item  19).  Its 
war-profits  and  excess-profits  tax  should  be  computed  in  the  first  instance, 
as  provided  in  Article  913. 

6.  Partnerships  and  personal  service  corporations. — Partner- 
ships and  personal  service  corporations  must  make  a return  on  Form 
1065  A.  (See  Article  624  of  Regulations  45.) 

CONSOLIDATED  RETURNS. 

7.  Affiliated  corporations,  as  defined  in  Section  240  of  tho  Act  and 
Articlos  632  and  633  of  the  Regulations,  must  file  a consolidated  return. 
As  provided  in  Article  632,  tho  parent  or  principal  reporting  company 
must  file  the  consolidated  return  on  this  form  with  tho  collector  of  tho 
district  in  which  its  principal  office  is  located.  All  supplementary  and 
supporting  schedules  should  bo  prepared  in  columnar  form,  one  column 
being  provided  for  each  corporation  included  in  the  consolidation,  so  that 
the  composition  of  consolidated  net  income  and  consolidated  invested 
capital  may  be  readily  examined. 

8.  Subsidiary  corporations  and  other  affiliated  corporations  whose  net 
income  and  invested  capital  are  included  in  the  return  of  a parent  cor- 
poration or  a principal  reporting  corporation  must  fill  in  and  file  Form 
1122  with  the  collector  in  whoso  district  their  principal  office  is  located. 

PERIOD  COVERED. 

9.  The  taxable  year  is  the  fiscal  period  ended  in  the  calendar  year 

1919. 

10.  A corporation  desiring  to  change  tho  period  for  which  its  return 
is  made  from  a calendar  year  to  a fiscal  year  or  vice  versa,  or  from  one 
fiscal  year  to  another,  must  give  written  notice  to  the  collector  of  such 
change  and  the  reasons  therefor  at  least  30  days  before  the  due  date  of 
its  return  on  the  basis  of  its  existing  taxable  year  and  at  least  30  days 
before  the  due  date  of  the  return  on  the  basis  of  the  proposed  taxable 
year.  (See  Articles  26  and  431  of  Regulations  45  and  Section  22C  of  tho 
revenue  act  of  1918.) 

TIME  AND  PLACE  FOR  FILINC. 

11.  Returns  for  a fiscal  period  ending  in  1919  must  be  sent  to  the 
collector  of  internal  revenue  for  tho  district  in  which  the  corporation's 
principal  office  is  located  so  as  to  reach  the  collector’s  office  on  or 
before  the  fifteenth  day  of  the  third  month  following  the  close  of  the 
fiscal  period,  unless  an  extension  of  time  has  been  granted. 

12.  If  the  fiscal  year  ended  prior  to  April  1,  1919,  and  if  it  is  not 
possible  to  file  a completed  return  on  this  form  on  or  before  the  date  the 
return  would  be  due,  an  extension  of  time  may  be  obtained  by  filing,  on 
or  before  such  date,  a tentative  return  and  estimato  of  taxes  assessable, 


in  duplicate,  on  Form  1031  T,  and  remitting  with  such  return  at  least  one- 
fourth  of  the  estimated  taxes  shown  thereon. 

13.  In  case  of  neglect  to  file  cither  a completed  return  or  a tentative 
return  within  tho  prescribed  timo  the  collector  is  authorized  to  grant  an 
extension  of  not  more  than  30  days,  •provided  such  neglect  was  due  to 
absence  or  sickness,  and  provided  an  application  for  such  extension  is 
made  in  writing  prior  to  tho  expiration  of  tho  period  for  which  an  exten- 
sion may  bo  granted.  In  meritorious  casc3  tho  Commissioner  is  author- 
ized to  grant  a further  extension;  but  no  such  further  extension  will 
be  granted  (except  on  account  of  absence  or  sickness),  unless  a tentative 
return  has  been  filed  on  Form  1031  T and  at  least  one-fourth  of  the  esti- 
mated tax  has  been  paid.  (See  Articles  442  to  444  of  Regulations  45.) 

SIGNATURES  AND  VERIFICATION. 

14.  Returns  must  bo  sworn  to  by  the  president,  vice  president,  or 
other  principal  officer  and  by  the  treasurer,  assistant  treasurer,  or  other 
principal  fiscal  officer.  The  return  of  a foreign  corporation  having  an  agent 
in  the  United  States  shall  be  sworn  to  by  such  agent.  If  receivers,  trustees 
in  bankruptcy,  or  assignees  are  operating  the  property  or  business  of 
tho  corporation,  such  receivers,  trustees,  or  assignees  shall  execute  the 
returns  for  such  corporations,  under  oath. 

PAYMENT  OF  TAXES. 

15.  The  tax  should  be  paid  by  sending  or  bringing  with  the  return 
a check  or  money  order  drawn  to  tho  order  of  “Collector  of  Internal 
Revenue  at  [insert  name  of  city  and  State].” 

16.  Do  not  send  cash  through  the  mail  or  pay  it  in  person  except  at 
the  office  of  the  collector  or  a regularly  established  internal-revenue 
stamp  office. 

17.  At  least  one-fourth  of  the  tax  is  due  at  the  same  time  that  the 
return  is  due. 

18.  An  additional  amount  sufficient  to  bring  the  total  payments  up 
to  one-half  of  the  tax  must  be  paid  on  or  before  the  fifteenth  day  of  the 
third  month  after  the  time  fixed  by  law  for  filing  the  return. 

19.  An  additional  amount  sufficient  to  bring  the  total  payments  up 
to  three-fourths  of  the  tax  must  be  paid  on  or  before  tho  fifteenth  day  of , 
the  sixth  month  after  the  time  fixed  by  law  for  filing  the  return. 

20.  The  remainder  of  the  tax  must* be  paid  on  'or  before  the 
fifteenth  day  of  the  ninth  month  after  the  time  fixed  by  law  for  filing  the 
return. 

21.  If  any  payment  is  not  made  when  due,  the  unpaid  balance 
of  the  tax- will  become  due  10  days  after  demand  therefor  by  the  col- 
lector. 

22.  If  you  pay  in  cash,  do  not  fail  to  get  a receipt  at  the  time  of  pay- 
ment. If  you  pay  by  check  or  money  order,  your  canceled  check  or 
your  money-order  receipt  will  serve  as  a receipt. 

PENALTIES. 

UNDERSTATEMENT  OF  TAXES  DUE  TO  NECLICENCE  OR  FRAUD. 

23.  If  taxes  are  understated  through  negligence  on  the  part  of  the 
taxpayer  and  without  attempt  to  defraud,  there  shall  be  added  as  part  of 
the  tax  5 per  cent  of  the  total  amount  of  the  deficiency  plus  interest  at 

I the  rate  of  12  per  cent  per  annum  on  tho  amount  of- tho  deficiency  of  each 
; installment  from  the  time  the  installment  was  due.  If  an  understate- 
ment is  falso  or  fraudulent  with  intent  to  evade  the  tax,  there  shall  be 
added  as  part  of  tho  tax  50  per  cent  of  the  amount  of  the  deficiency. 

FOR.  FAILING  TO  PAY  TAX  WHEN  DUE. 

24.  If  any  tax  remains  unpaid  after  the  date  when  it  is  due  and  for  10 
days  after  notice  and  demand  by  the  collector  there  shall  be  added  as 
part  of  the  tax  tho  sum  of  5 per  cent  of  the  amount  due  hut  unpaid,  plus 
interest  at  the  rate  of  12  per  cent  per  annum  on  such  amount  from  the 
timo  it  became  due. 

FOR  FAILING  TO  MAKE  RETURN  ON  TIME. 

25.  A penalty  of  not  more  than  81,000  attaches  for  failure  t„  filo  a 
return  or  to  pay  thd  tax  within  tho  time  required  by  law.  If  the  failure 
is  willful  or  an  attempt  is  made  to  defeat  or  evade  the  tax,  tho  penalty  is 
$10,000  or  imprisonment  for  not  more  than  one  year,  or  both,  together 
with  cost  of  prosecution. 
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(T.  D.  2901.) 

1 050  Excess  Profits  Tax,  1917  Revenue  Act.  Modification  of  paragraph  F 

825  of  T.  D.  2662. — Paragraph  F of  T.  D.  2662  [1f825]  is  hereby  amended 
to  read  as  follows:  “When  all,  or  substantially  all,  of  the  stock  of  a 

subsidiary  corporation  was  acquired  for  cash,  the  cash  so  paid  shall  be  the 
basis  to  be  used  in  determining  the  value  of  the  property  acquired.  Where 
stock  of  a subsidiary  company  was  acquired  with  the  stock  of  the  parent 
company,  the  amount  to  be  included  in  the  consolidated  invested 
capital  in  respect  of  the  company  acquired  shall  be  computed  in  the 
same  manner  as  if  the  net  tangible  assets  and  the  intangible  assets  had  been 
acquired  instead  of  the  stock.  If  in  accordance  with  such  acquisition  a paid 
in  surplus  is  claimed,  such  claim  shall  be  subject  to  the  provisions  of  Articles 
55  [1(698]  and  63  [If 7 10]  of  Regulations  41.  (T.  D.  2901,  signed  by  Commis- 

sioner Daniel  C.  Roper,  and  dated  July  29,  1919.) 


m 


1 05 1 Allowance  for  Amortization  Under  the  Munitions  Manufacturer’s 
Tax  Law  Will  Not  Affect  Computation  of  Invested  Capital  for  Taxable 
Year  1918. — Reference  is  made  to  your  letter  in  which  you  request  a ruling 
on  behalf  of  your  client,  with  regard  to  whether  amounts  deducted  as  allow- 
ances for  amortization  on  munitions  tax  returns  for  1916  and  1917  should  be 
included  in  the  computation  of  invested  capital  for  1918,  or  should  be  made 
the  subject  of  adjustments  in  the  nature-of  deductions  from  invested  capital. 
Ifln  reply  you  are  advised  that  the  Munition  Manufacturer’s  tax  was  laid 
“upon  the  entire  net  profits  actually  received  or  accrued,”  from  the  sale  or 
disposition  of  specific  munitions,  and  it  was  provided  in  Section  302  “That 
in  computing  net  profits  under  the  provisions  of  this  title,  for  the  purpose 
of  the  tax  there  shall  be  allowed. as  deductions  from  the  gross  amount  received 
or  accrued  for  the  taxable  year  from  the  sale  or  disposition  of  such  articles 
manufactured  within  the  United  States,  the  following  items:  * * * 

(f)  A reasonable  allowance  according  to  the  conditions  peculiar  to  each 
concern,  for  amortization  of  the  values  of  buildings  and  machinery,  account 
being  taken  of  the  exceptional  depreciation  of  special  plants.”  Iflt  is  ap- 
parent from  this  language  that  the  amortization  allowance  in  question  was 
authorized  for  the  purpose  of  computing  “net  profits,”  not  “net  income.” 
The  right  to  make  a deduction  for  amortization  in  computing  net  income  for 
the  income  tax  did  not  exist  and  was  repeatedly  denied  by  the  Bureau  prior 
to  the  passage  of  the  Revenue  Act  of  1918.  It  is  to  be  noted  further  that 
the  taxes  imposed  by  Title  II  of  the  Revenue  Act  of  1917  and  Title  III  of  the 
Revenue  Act  of  1918  were  explicitly  laid  upon  “net  income,”  and  were  in  a 
variety  of  ways  impressed  with  the  stamp  and  character  of  an  income  rather 
than  a munition  manufacturer’s  tax.  They  are  in  no  sense  mere  continu- 
ations or  expansions  of  the  tax  imposed  by  Title  III  of  the  Revenue  Act  of 
1916.  It  follows,  therefore,  that  the  deduction  for  amortization  under  the 
Munition  Manufacturer’s  Tax  law  was  not  allowed  for  income  tax  purposes 
and  should  not  now  be  permitted  to  affect  the  surplus  or  any  other  element 
entering  into  the  “invested  capital”  employed  for  purposes  of  the  war- 
profits  and  excess-profits  taxes.  IfThis  conclusion  is  supported  by  the  char- 
acter of  the  amortization  allowance  in  question.  It  was  in  many  respects 
quite  dissimilar  from  the  depreciation  and  depletion  allowances.  It  was  not 
based  upon  the  fact  that  plant  and  equipment  acquired  in  the  year  1916  or 
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earlier  for  the  manufacture  of  munitions,  actually  depreciated  in  use  or  market 
value  during  the  taxable  year  1916.  There  was  in  general  no  such  depreci- 
ation in  value  or  impairment  of  useful  life.  Account  was  taken  “of  the 
exceptional  depreciation  of  special  plants”  but  the  principal  allowance  was 
“for  the  amortization  of  the  values  of  buildings  and  machinery,”  whether 
those  values  increased  or  decreased  in  the  immediate  future.  The  principal 
amortization  allowance  looked  to  the  establishment  of  a special  fund  to  re- 
coup exceptional  war  costs  when  war  uses  had  ceased;  it  did  not  imply  that 
there  had  been  or  would  be  any  immediate  impairment  of  physical  assets, 
such  as  is  covered  by  the  depletion  allowance,  or  any  immediate  exhaustion, 
wear,  tear  or  obsolescence  in  excess  of  the  amount  covered  by  the  depreci- 
ation allowance.  It  was,  as  stated,  a special  allowance  peculiar  to  this  tax, 
designed  possibly  to  moderate  the  (then)  exceptionally  high  rates  of  the 
Munition  Manufacturer’s  Tax.  ^Reference  has  been  made  in  this  con- 
nection to  the  wording  of  Section  214  (a)  (9)  and  Section  234  (a)  (8)  authoriz- 
ing a deduction  for  amortization  under  the  Revenue  Act  of  1918;  but  upon 
careful  examination  these  paragraphs  are  found  to  have  no  bearing  upon  the 
present  case,  Tflt  is  held,  therefore,  that  the  amount  deducted  as  an  allow- 
ance for  amortization  under  the  Munitions  Manufacturer’s  Tax  Law  will 
not  affect  the  computation  of  invested  capital  for  the  taxable  year  1918. 
(Letter  to  a subscriber,  signed  by  Commissioner  Daniel  C.  Roper,  and  dated 
August  13,  1919.) 

1 052  Organization  of  a Committee  of  Review  and  Appeals  to  take  over 
591  the  work  of  the  Advisory  Tax  Board  which  goes  out  of  existence 
1009  on  October  1.- — Taxpayers  in  many  parts  of  the  country  have  ex- 
pressed interest  in  the  plans  of  the  Bureau  for  continuing  the  important 
work  entrusted  to  the  Advisory  Tax  Board.  The  function  of  the  Board  has 
been  to  review,  upon  appeal,  the  administrative  decisions  of  the  Income 
Tax  Unit  in  important  income  and  excess  profits  cases,  particularly  cases 
involving  exceptional  or  unusual  conditions  with  respect  to  questions  of 
invested  capital,  amortization,  depletion,  depreciation,  etc.  The  newly 
organized  Committee  on  Review  and  Appeal  will  take  over  this  highly  im- 
portant function,  and  taxpayers  are  assured  of  the  same  thoughtful  and  im- 
partial consideration  of  their  problems  that  has  been  a feature  of  the  work  of 
the  retiring  Board. 

1 053  P.  S.  Talbert,  head  of  the  Technical  Division  of  the  Income  Tax  Unit 
has  been  selected  as  Chairman  of  the  Committee  because  of  his  ex- 
ceptional experience  and  peculiar  qualifications  for  this  important  task. 
Mr.  Talbert  is  one  of  our  leading  experts  on  income  tax  matters.  He  worked 
continuously  with  the  Tax  Advisers  in  drafting  the  administrative  regulations 
for  the  enforcement  of  the  1917  law  and  has  also  played  an  important  part 
in  framing  the  regulations  under  the  Act  of  February  24,  1919.  Mr.  Talbert 
will  be  relieved  from  duty  as  Head  of  the  Technical  Division  in  order  that  he 
may  devote  his  entire  time  to  the  work  of  the  Committee. 

1 054  The  individual  members  of  the  Committee  on  Review  and  Appeals 
will  be  selected  with  the  greatest  care  from  our  most  experienced  men 
in  order  that  their  combined  judgment  may  represent  the  best  experience 
and  highest  intelligence  of  the  Bureau’s  personnel.  I am  confident  that  this 
body  of  men  will  continue  in  a most  satisfactory  manner  the  work  inaugurated 
by  the  Advisory  Tax  Board  and  taxpayers  may  be  assured  of  courteous, 
intelligent  and  impartial  hearings.  (Announcement  by  Commissioner 
Daniel  C.  Roper,  dated  September  27,  1919.) 
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(T.  D.  2931.) 

1055  Amendment  of  Article  845,  Regulations  45. — The  final  edition 
959  of  Regulations  45  is  amended  by  inserting  immediately  after  Article 

845,  a paragraph  to  be  known  as  Article  845(a),  as  follows: 

Art.  845(a).  Surplus  and  undivided  profits;  Reserve  for  1918 

income  and  excess  profits  taxes  of  corporations  having  a 
fiscal  year. — In  the  case  of  corporations  having  a fiscal  year,  the  Fed- 
eral income  and  profits  taxes  for  the  taxable  year  1918  shall,  for  the 
purpose  of  computing  invested  capital  for  the  taxable  year  1919  be  deemed 
to  become  due  and  payable  as  follows:  (a)  As  to  such  amounts  as  became 

due  and  payable  prior  to  February  25,  1919,  under  the  provisions  of  Section 
14  (a),  Revenue  Act  of  1916,  such  law  shall  govern;  (b)  In  all  other  respects 
the  provisions  of  Section  250  of  the  Revenue  Act  of  1918  shall  govern  ex- 
cept that  the  instalments  which  would  become  due  prior  to  February  25, 
1919,  shall  be  deemed  to  become  due  and  payable  on  that  date;  (c)  Any 
amounts  which  became  due  and  payable  under  said  Section  14(a)  prior  to 
February  25th  shall,  so  far  as  possible,  be  deemed  to  cancel  the  earlier 
installments  payable  under  said  section  250.  For  example,  a corporation 
whose  fiscal  year  ended  August  31,  1918,  is  assessed  a total  income  and 
profits  tax  under  the  1917  law  of  $250,000  and  an  additional  tax  under  the 
1918  law  of  $110,000.  The  total  tax  of  $360,000  would  for  the  purpose  of 
computing  invested  capital,  be  deemed  to  become  due  and  payable  as 
follows:  February  15,  1919,  $250,000;  May  15,  1919,  $20,000;  August  15, 

1919,  $90,000.  If,  assuming  the  same  taxes,  the  fiscal  year  ended  Septem- 
ber 30,  1918,  the  total  tax  would  for  the  purpose  of  computing  invested 
capital,  be  deemed  to  become  due  and  payable  as  follows:  February  25, 

1919,  $90,000;  March  15,  1919,  $30, 000;  June  15,  1919,  $00,000;  September 
15,  1919,  $90,000.  The  provisions  of  this  article  apply  solely  for  the  pur- 
pose of  computing  invested  capital  and  do  not  affect  the  provisions  of  T. 
D.  2797  in  regard  to  the  time  and  manner  of  paying  taxes  where  cor- 
porations have  filed  returns  for  fiscal  years  ending  in  1918.  (T.  D.  2931, 

signed  by  Commissioner  Daniel  C.  Roper,  and  dated  October  7,  1919.) 
[Comment:  Under  the  Revenue  Act  of  1916,  in  the  case  of  a fiscal  year 

corporation,  return  was  due  within  60  days  after  the  close  of  the  fiscal  year 
and  tax  was  due  within  105  days  after  the  last  due  date  of  the  return  (not 
after  the  date  of  filing),  hence  for  fiscal  year  ended  August  31,  1918,  the 
return  was  due  on  or  before  October  30,  1918,  and  the  tax  on  or  before 
February  12,  1919,  or  on  or  before  the  165th  day  after  August  31,  1918.] 


1056  Installment  due-and-payable  dates  govern  in  apportioning 
959  reserves  for  taxes  for  invested  capital  purposes. — Reference  is 
1055  made  to  your  communication  of  September  8,  1919,  which  reads 
as  follows:  "We  ask  to  be  advised  as  to  the  following:  In  the  filing 
of  the  corporation  income  and  profits  tax  return  for  the  year!l918  we  re- 
mitted total  amount  of  taxes  as  shown  due  by  such  return.  The  Circular 
letter  from  the  collector’s  office  stated  that  we  were  entitled  to  the  privilege 
of  paying  these  taxes  by  installments,  and  further  stated,  however,  that 
where  possible  the  Government  would  appreciate  tax  payers  remitting 
full  and  as  we  were  in  a position  to  do  so,  we  were  only  too  glad  to  be 
of  that  much  assistance  to  the  department.  §1f  In  The  ’preparation  of  1919 
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corporation  tax  returns  we  \viould  like  to  know  if  we  will  be  permitted  in 
the  computation  of  invested  capital  under  schedule  “H,”  Form  1120, 
to  compute  our  taxes  fts  having  been  paid  in  quarterly  installments,  '‘dr, 
will  Ave  be  forced  to  deduct  from  invested  capital  the  full  amount  of  taXes 
paid  on  the  date  remitted  to  thh  collector?” 

1057  In  reply  you  aro  advised  that  the  date  whfen  the  1918  taxes  were 
actually  paid  has  no  hearing  on  the  computation  of  the  invested 
capital  of  the  corporation  for  the  year  1919,  inasmuch  as  the  controlling 
factor  is  the  date  when  such  taxes  were  “due  and  payable,”  and  not  the 
date  when  they  were  actually  paid.  In  other  words,  the  amount  of  each 
installment  of  the  tax  for  1918  will  remain  a part  of  the  invested  capital 
for  1919  until  such  installment  is  due  and  payable,  and  when  such  install- 
ment is  due,  an  adjustment  should  be  made  in  the  nature  of  a deduction 
from  invested  capital  under  Schedule  H (d),  on  page  5,  of  Form  1120-A. 
(Letter  to  Simon  Bros.,  Ltd.,  Alexandria,  La.,  signed  by  P.  S.  Talbert,  Acting 
Assistant  to  the  Commissioner,  by  C.  R.  Trobridge,  Acting  Head  of  Divi- 
sion, and  dated  September  22,  1919,  made  available  through  the  courtesy 
of  Cox  and  Flcurnoy,  Alexandria,  La.) 


loss  Claim  for  abatement  should  be  filed  if  amount  of  tax  in 
573  special  cases  is  not  determined  prior  to  due  date  of  fourth 
990b  installment. — Reference  is  made  to  your  letter  of  October  7,  1919, 

in  regard  to  the  income  tax  of  the Railway  and  Timber 

Company,  of Washington.  You  state  that  at  the  time  of 

filing  its  income  tax  return  this  corporation  filed  a claim  for  relief  under 
the  provisions  of  Sections  327  and  328  of  the  Revenue  Act  of  1918,  since 
the  tax  imposed  for  that  year  was  substantially  in  excess  of  50  per  cent,  of 
the  net  income.  You  state  further  that  the  corporation  has  paid  three 
quarterly  installments,  and  in  December,  1919,  will  pay  the  final  in- 
stallment of  tax  on  the  basis  of  50  per  cent,  of  the  net  income,  and  you 
wish  to  know  whether  or  not  it  should  file  a claim  for  abatement  of  the 
amount  of  tax  in  excess  of  50  per  cent,  of  the  net  income,  pending  de- 
termination of  its  claim  for  relief.  If  In  reply,  you  are  advised  that  the 
corporation  should  file  with  the  Collector  of  Internal  Revenue  for  the 
district  in  which  it  is  located  a claim  for  abatement  on  Form  47,  a copy 
of  which  is  enclosed,  for  the  amount  of  war  profits  and  excess  profits  taxes 
in  excess  of  50  per  cent,  of  the  net  income  for  the  year  1918.  (Letter 
to  Mr.  Harry  Tarbell,  Washington,  D.  C.;  signed  by  J.  H.  Callan,  As- 
sistant to  the  Commissioner,  by  P.  S.  Talbert,  Head  of  Division,  and 
dated  October  15,  1919.) 
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1059  Correction  of  Art.  845  (a):  Reserve  for  1918  income  and 
1055  excess  profits  taxes  of  corporations  having  a fiscal  year.— 

Reference  is  made  to  your  verbal  inquiry  in  regard  to  Treasury 
Decision  2931,  dated  October  7,  1919,  amending  Article  845,  Regulations 
45.  You  called  attention  to  the  following  extract  from  that  Treasury 
Decision : “ For  example,  a corporation  whose  fiscal  year  ended  August 
31,  1918/48  assessed  a total  income  and  profits  tax  under  the  1917  law 
of  $250,000 'and  an  additional  tax  under  the  1918  law  of  $110,000.  The 
total  tax  of  $360,000  would  for  the  purpose  of  computing  invested  capital 
be  deemed  to  become  due  and  payable  as  follows:  February  15,  1919, 
$250,000;  May  15,  1919,  $20,000;  August  15,  1919,  $90,000.”  fin 
reply  to  your  inquiry  as  to  whether  the  date  February  15,  1919,  is  correct 
you  are  advised  that  the  date  as  designated  is  five  and  one-half  calendar 
months  after  the  close  of  the  fiscal  year  of  the  corporation,  whereas  the 
date  should  have  been  February  12,  1919,  one  hundred  sixty-five  days 
after  August  31,  1918,  the  close  of  the  fiscal  year.  (Letter  to  The  Cor- 
poration Trust  Company,  signed  by  Commissioner  Daniel  C.  Roper,  and 
dated  October  27,  1919.) 


10  60  Average  percentages  of  pre-war  income  to  pre-war  invested 
538  capital  of  general  classes  of  corporations,  grouped  as  to  trades 
919  or  businesses,  as  provided  for  in  Section  311  (c)  (2),  Revenue 
1043  Act  of  1918. — Section  311  of  the  Revenue  Act  of  1918  provides 
that  a corporation  which  was  not  in  existence  during  the  whole 
of  at  least  one  calendar  year  during  the  pre-war  period,  and  therefore 
received  no  income  during  the  pre-war  period,  shall  be  allowed  a specific 
exemption  of  $3,000  and  “an  amount  equal  to  the  same  percentage  of  the 
invested  capital  of  the  taxpayer  for  the  taxable  year  as  the  average 
percentage  of  net  income  to  invested  capital,  for  the  pre-war  period,  of 
corporations  engaged  in  trade  or  business  of  the  same  general  class  as  that 
conducted  by  the  taxpayer;  but  such  amount  shall  in  no  case  be  less  than 
10  per  centum  of  the  invested  capital  of  the  taxpayer  for  the  taxable 
year.  Such  average  percentage  shall  be  determined  by  the  Commissioner 
on  the  basis  of  data  contained  in  returns  made  under  Title  II  of  the  Revenue 
Act  of  1917,  and  the  average  known  as  the  median  shall  be  used.” 

1061  In  pursuance  of  this  requirement  of  the  law  the  accompanying  table 
of  medians  has  been  compiled  and  will  be  used  in  complying  with 

Section  250  (b),  which  provides,  “As  soon  as  practicable  after  the  return 
is  filed,  the  Commissioner  shall  examine  it.  If  it  then  appears  that  the 
correct  amount  of  the  tax  is  greater  or  less  than  that  shown  in  the  return, 
the  installments  shall  be  recomputed.  If  the  amount  already  paid  exceeds 
that  which  should  have  been  paid  on  the  basis  of  the  installments  as  re- 
computed, the  excess  so  paid  shall  be  credited  against  the  subsequent  in- 
stallments; and  if  the  amount  already  paid  exceeds  the  correct  amount 
of  the  tax,  the  excess  shall  be  credited  or  refunded  to  the  taxpayer  in 
accordance  with  the  provisions  of  Section  252.” 

1062  Inasmuch  as  the  examination  of  all  returns  filed  will  not  be  com- 
pleted by  the  due  date  of  the  last  installment  of  1918  taxes,  it  is 

suggested  that  the  taxpayers  entitled  to  credit,  based  on  the  appropriate 
median  shown  in  the  accompanying  tables,  may  recompute  their  tax  using 
a war  profits  credit  based  on  such  median,  and  file  claim  for  abatement 
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[Form  47,  page  151 1 ] for  as  much  of  the  last  installment  of  the  outstanding 
assessment  as  the  total  tax  assessed  exceeds  the  tax  so  recomputed.  In 
any  case  where  the  amount  already  paid  exceeds  the  amount  due,  with 
the  benefit  of  the  median,  claim  for  refund  should  also  be  filed  on  Form  46 
[page  1509].  [See  If  1079.] 
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Lumber  and  Woodworking  Industries 1070 

Metal  and  Metallurgical  Extractions 1071 

Paper  Manufacturing,  Printing,  Bookbinding,  Publishing 1072 

Stone,  Clay,  and  Glass  Industries 1073 

Textile  Industries 1074 

Special  Manufacturing  Industries. . . 1075 

FINANCIAL. 

Banks,  Insurance  Companies,  Brokerage  Institutions 1076 

COMMON  CARRIERS  AND  PUBLIC  UTILITIES.  1077 

TRADING  AND  MISCELLANEOUS 1078 

SCHEDULE  OF  AVERAGE  PERCENTAGES. 

1063  Agriculture  and  Dependent  Pursuits. 

SUBDIVISIONS.  AVERAGE  PERCENTAGES. 

Per  Cent. 

1.  Cotton  Ginning 11.73 

2.  Cotton  Growing Not  over  10. 

3.  Dairying  and  Dependent  Pursuits,  including  Butter, 

Cheese,  and  Condensed  Milk “ 10. 

4.  Fisheries “ “ 10. 

5.  Florists,  Nurserymen  and  Seedmen “ “ 10. 

6.  Forestry  and  Forestal  Pursuits,  Naval  Stores,  Charcoal 

Burning  and  Grinding 13.’ 

7.  Fruit  and  Vegetable  Growing,  including  Vineyards, 

Orchards  and  Trucking Not  over  10. 

8.  Grain  Growing “ “ 10. 

9.  Poultry  Raising  and  Products “ “ 10. 

10.  Mixed  Farming,  including  Stock  Breeding,  Stock 

Raising  and  General  Animal  Husbandry.  Agricul- 
tural Pursuits  not  elsewhere  specified “ “ 10. 
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SUBDIVISIONS.  AVERAGE  PERCENTAGES. 

Per  Cent. 

1.  Cinnabar Not  over  10. 

2.  Clay “ “ 10. 

3.  Coal,  Anthracite “ “ 10. 

4.  Coal,  Bituminous “ “ 10. 

5.  Copper “ “ 10. 

6.  Gravel  and  Sand “ 11  10. 

7.  Gypsum 11.81 

8.  Iron “ “ 10. 

9.  Lead  and  Zinc “ “ 10. 

10.  Limestone “ “ 10. 

11.  Natural  Gas.  : “ “ 10. 

12.  Petroleum “ “ 10. 

13.  Phosphate “ “ 10. 

14.  Pipe  Lines 17.24 

15.  Salt Not  over  10. 

16.  Silver,  Complex  Ores “ “ 10. 

17.  Talc  and  Soapstone “ “ 10. 

1065 

CHEMICAL  MANUFACTURING  AND  ALLIED  INDUSTRIES. 

SUBDIVISIONS.  AVERAGE  PERCENTAGES. 

Per  Cent. 

1.  Baking  Powder,  Yeast 14.14 

2.  Blacking,  Bluing,  Whiting,  Stains  and  Dressing,  Dyestuffs,  Ex- 

tracts and  Coloring  Materials,  Inks  (Printing  and  Writing), 

Paints  and  Varnishes 11.44 

3.  Celluloid  and  Products Not  over  10. 

4.  Cleansing  and  Polishing  Preparations,  Soaps  and  Washing 

Compounds 10.56 

5.  Crude  Chemicals,  including  Leading  Acids,  Fertilizers, 

etc Not  over  10. 

6.  Druggists’  Preparations,  including  Perfumery,  Cosmetics  and 

Patent  Medicine  Compounds 10.98 

7.  Oils,  Vegetable  and  Animal,  including  Seed  Cake.  . . . Not  over  10. 

8.  Petroleum  Refining,  Products  and  By-Products 11.27 

9.  Chemicals,  not  elsewhere  specified Not  over  10. 

1066 

MANUFACTURING  FOODS  AND  FOOD  PREPARATIONS. 

SUBDIVISIONS.  AVERAGE  PERCENTAGES. 

Per  Cent. 

1.  Bread  and  other  Bakery  Products,  not  including  Confectionery  11.20 

2.  Canning,  Preserving  and  Evaporating — Fruits,  Vegetables,  Fish, 

Oysters  and  Shrimps 10.67 

3.  Chocolate  and  Cocoa  Products,  Candy  and  Confec-  « 

tionery . .v. . Not  over  10. 
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Per  Cent. 

4.  Coffee-Roasting,  Grinding  Spices,  and  Coffee  Substitutes. . . . 10.87 


5.  Flavoring  Extracts,  Syrups  and  Cordials  used  in 

Bottling  Industries Not  over  10. 

6.  Flour,  Feed  and  Grist  Mills “ “ 10. 

7.  Meat  Packing,  Packing-House  Products  and  By- 

Products “ “ 10. 

8.  Oleomargarine  and  other  Butter  and  Lard  Substitutes,  including 

both  Animal  and  Vegetable 12.45 

9.  Pickling  Establishments Not  over  10. 

10.  Rice  Mills,  Cleaning  and  Polishing,  not  including  Rice 

Flour “ “ 10. 

11.  Special  Package  Foods,  such  as  Cornstarch,  Macaroni,  Tapioca, 

etc.,  Breakfast  Foods  and  other  Cereal  Products 10.79 

12.  Sugar — Beet,  including  Refining,  Molasses  Recovery  Not  over  10. 

13.  Sugar — Cane,  including  Molasses  and  Syrup  in  Bulk . . “ “ 10. 

14.  Syrups  and  Molasses — Glucose  and  others,  including 

Maple “ “ 10. 

15.  Vinegar  and  Cider “ tl  10. 

16.  Food  Preparations,  not  elsewhere  specified 10.83 


1067  IRON  AND  STEEL  INDUSTRIES. 

SUBDIVISIONS.  AVERAGE  PERCENTAGES. 

Per  Cent. 

1.  Agricultural  Implements.  . . Not  over  10. 

2.  Automobiles  and  Auto  Parts,  including  Bicycles  and 

Motorcycles  and  parts.  Motor  Trucks  and  Motor 

Truck  parts . “ “ 10. 

3.  Blast  Furnace  Products “ “ 10. 

4.  Boilers,  Evaporating  Pans,  Oil  Tanks  and  Silos “ “ 10. 

5.  Bolts  and  Nuts,  including  Washers  and  Rivets  ......  . “ “ 10. 

6.  Engines — Steam,  Gas  and  Oil “ “ 10. 

7.  Forging  and  Foundry  Products,  including  Castings, 

Car  Wheels  and  Stoves “ “ 10. 

8.  Hardware,  Special  and  General “ “ 10. 

9.  Heating,  Cooling  and  Ventilating  Apparatus,  including 

Furnaces  (no  stoves),  Refrigerating  Plants,  Dust 

Collecting  Systems “ “ 10. 

10.  Machinery — Electrical  and  other  Electrical  Appartus  “ “ 10. 

11.  Machinery — Excavating,  Cars  and  Tools “ “ 10. 

12.  Machinery — Hoisting,  Cranes,  Derricks  and  Con- 

veyors  “ “ 10. 

13.  Machinery — Humidifying,  Air  Moistening  and  Air 

Conditioning “ “ 10. 

14.  Machinery — Laundry “ “ 10. 

15.  Machinery — Mill,  neither  Textile  nor  Woodworking.  . “ “ 10. 

16.  Machinery — Mining “ “ 10. 

17.  Machinery — Printing  and  Duplicating 11  “ 10. 

18.  Machinery — Saw  Mill Not  over  10. 

19.  Machinery — Textile,  Also  Parts 10.42 

20.  Machinery — Woodworking “ “ 10. 

21.  Machines— Adding  and  Calculating. “ “ 10. 
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Per  Cent. 

22.  Machines — Check-writing,  Slot,  Testing,  Vending, 

Weighing,  including  Addressographs,  Balances, 

Scales,  Registering  Devices,  and  Watchman’s  Clocks  “ “ 10. 

23.  Machines — Sewing “ “ 10. 

24.  Meters — Gas,  Water,  etc . ...  “ “ 10. 

25.  Plumbing  Supplies,  including  Gas  and  Water  Appar- 

atus, Porcelain  Wares  for  Kitchen  and  Laundry.  . “ “ 10. 

26.  Pumps “ “ 10. 

27.  Railway  Equipment,  including  Locomotives,  Street 

Railway,  Mining  and  Industrial  Cars “ “ 10. 

28.  Safes  and  Vaults “ “ 10. 

29.  Shipbuilding “ “ 10. 

30..  Steel  Plants  and  Rolling  Mill  Products,  including  Tin 

and  Terne  Plate  Mill  Products,  Iron  and  Steel  Chains, 

Steel  Doors  and  Shutters “ “ 10. 

31.  Structural  Steel “ “ 10. 

32.  Tin  Cans  and  Tin  Ware “ “ 10. 

33.  Tools — Farm,  Garden,  Machine,  Mechanics,  Mining, 

Lumbering,  Railroad  Track  Repairing,  including 

Bench  Lathes,  Shears  and  Saws “ “ 10. 

34.  Tractors — Farm  and  Highway “ “ 10. 

35.  Typewriters  and  Typesetting  Machinery “ “ 10. 

36.  Wire  Cables,  Fences,  Springs,  Nails  and  Spikes 10.24 

37.  Iron  and  Steel  Products  not  elsewhere  specified Not  over  10. 

1008 

LEATHER  AND  LEATHER  GOODS  INDUSTRIES. 

SUBDIVISIONS.  AVERAGE  PERCENTAGES. 

Per  Cent. 

1.  Boots  and  Shoes 10.94 

2.  Leather  Manufacture 10.69 

3.  Leather  Substitutes 11.82 

4.  Leather  Articles  other  than  Boots  and  Shoes Not  over  10. 

1009 

LIQUORS  AND  BEVERAGES. 

SUBDIVISIONS.  AVERAGE  PERCENTAGES • 

Per  Cent- 

1.  Bottling  of  Liquors  and  Soft  Drinks  as  distinct  from 

Manufacturing Not  over  10. 

2.  Distillers  of  Whiskies  and  Spirits,  Refining  and  Recti- 

fying of  Liquors  and  Beverages “ “ 10. 

3.  Malt  Liquors  (Brewers) “ “ 10. 

4.  Wines “ “ 10. 

5.  Non-Intoxicating  Beverages — Cocoa-Cola  and  other 

Special  Drinks,  Mineral,  Soda,  and  Aerated  Waters, 
including  Bottled  Tonic  Drinks,  Soft  Drinks,  Spring 
Waters,  Malting  Grains.  All  others  not  elsewhere 
specified “ “ 10. 
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1070 

LUMBER  AND  WOODWORKING  INDUSTRIES. 

SUBDIVISIONS.  AVERAGE  PERCENTAGES. 

Per  Cent. 

1.  Box  Boards,  Baskets,  Cases Not  over  10. 

2.  Caskets,  Coffins,  Burial  Cases  of  Wood,  not  including 

Steel  or  Concrete “ “ 10. 

3.  Furniture,  all  Classes,  including  Veneering,  Chair 

Seating “ “ 10. 

4.  Mills— Shingle,  Lath “ “ 10. 

5.  Paper  Pulp  and  Pulp  Board “ “ 10. 

6/  Planing  Mills,  Flooring,  Sash,  Doors,  Partitions  and 

Interior  Work  Generally “ u 10. 

7.  Ready-Made  Houses “ “ 10. 

8.  Silos  and  Silo  Materials,  Cooperage  Stock,  Tanks,  not 

including  Steel  or  Concrete “ “ 10. 

9.  Timbering,  Logging  and  Saw  Mill  Operations “ “ 10. 

10.  Wagons  and  Buggies “ “ 10. 

11.  Wood  Fibres,  Leatheroid,  Wood  Composition  in  other 

Commodities “ “ 10. 

12.  Woodworking  Industries,  not  elsewhere  specified “ “ 10. 

• 

1071 

METAL  AND  METALLURGICAL  EXTRACTIONS. 

SUBDIVISIONS.  AVERAGE  PERCENTAGES. 

Per  Cent. 

1.  Brass,  Bronze,  Copper  and  Aluminum  Products Not -over  10. 

2.  Clocks,  Watches,  Chronometers “ “ 10. 

3.  Cooking  Utensils  (other  than  Copper),  Granite  Goods, 

etc “ “ 10. 

£4.  Cutlery,  Scissors,  Razors “ “ 10. 

^5.  Galvanized  Materials,  Spouting,  Gutters.  Metal 

m Roofing : “ “ io. 

| 6.  Gas  and  Electric  Fixtures “ “ 10. 

1 7.  Jewelry “ “ 10. 

|8.  Lamps  and  Accessories “ “ 10. 

9.  Lead  Products “ “ 10. 

10.  Needles,  Pins,  Metal  Hair  Pins,  and  Pen  Points “ “ 15.54 

11.  Plate  Ware,  Electroplate,  etc Not  over  10. 

12.  Professional  and  Scientific  Instruments,  including 

Dental  Supplies,  and  Optical  Goods,  Surgical  and 
Hospital  Appliances,  Photographic  Apparatus  and 
Materials 10.50 

13.  Silverware  and  Goldware,  other  than  Jewelry Not  over  10. 

14.  Smelting  and  Refining — Copper,  Lead,  Zinc,  etc “ “ 10. 

15.  Metal  and  Metallurgical  Industries,  not  elsewhere 

specified “ “ 10. 
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I 072 

PAPER  MANUFACTURING,  PRINTING,  BOOKBINDING, 
PUBLISHING. 


SUBDIVISIONS.  AVERAGE  PERCENTAGES. 


Per  Cent. 

1.  Blank  Paper Not  over  10. 

2.  Book  and  Job  Printing,  Lithographing,  including  Bank 

Note  and  Bond  Printing,  Labels,  Tags  and  Decora- 
tive Paper “ “ 10. 

3.  Book  Binding  and  Blank  Book  Making “ “ 10. 

4.  Cardboard,  Box  Materials,  and  Box  Manufacturer 10.48 

5.  Envelopes 10.28 

6.  Paper  Utensils Not  over  10. 

7.  Photo-Engraving  and  Printing  Processes “ “ 10. 

8.  Printing  Materials “ “ 10. 

9.  Publishing  Newspapers  and  other  Periodicals “ “ 10. 

10.  Type  Founding,  Stereotyping  and  Electrotyping 13.17 

11.  Wall  Paper Not  over  10. 

12.  Wrapping  Paper “ “ 10. 

13.  Paper  and  Printing,  not  elsewhere  specified “ “ 10. 


1073 


STONE,  CLAY  AND  GLASS  INDUSTRIES. 
SUBDIVISIONS.  AVERAGE  PERCENTAGES. 

Per  Cent. 


1.  Abrasive  Products,  including  Emery  Wheels,  Sand- 

paper and  Corundum 

2.  Building  Brick,  Sewer  and  Drainage  Pipe,  Fire  Brick, 

Furnace  Linings,  Pottery,  Terra-cotta,  Crucibles, 

Tiling,  Laundry  Tubs,  Refractories  and  Earthen- 
ware   Not  over 

3.  Cement “ “ 

4.  Concrete  Construction,  including  Artificial  Stone.  ...  “ “ 

5.  Glassware,  including  Household,  Hotel,  and  Bar-room 

Supplies,  X-Ray  Tubes,  Thermos  Bottles,  Mirrors, 
Refractors,  Illuminating  Glass,  etc “ “ 

6.  Glass — Window,  Wire  and  Skylight “ “ 

7.  Lime  and  Plaster “ “ 

8.  Monuments,  Tombstones,  Burial  Vaults “ “ 

9.  Porcelain  Goods  and  Ceramic  Products,  not  elsewhere 

specified “ “ 


12.72 


10.’ 


10. 

10. 

10. 

10. 

10. 


1074 

TEXTILE  INDUSTRIES. 

SUBDIVISIONS.  AVERAGE  PERCENTAGES. 


Per  Cent. 

1.  Awnings,  Tents,  Tarpaulins,  etc 11.88 

2.  Bags  and  Bagging-Cotton  and  Burlap 17.34 

3.  Batting  Mills Not  over  10. 

4.  Carpets  and  Rugs,  including  Cotton,  Wool  and  Grass  “ “ 10. 

5.  Clothing — Men’s,  Overcoats,  Suits,  etc : . . . “ “ 10. 

6.  Clothing — Ladies’,  Coats,  Suits  and  Dresses “ “ 10. 
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Per  Cent. 

7.  Clothing — Miscellaneous.  Uniforms,  Furriers,  Re- 

galia,  Belts,  Garters,  etc . “ “ 10. 

8.  Gorsots  and  Brassiers “ “ 19.90 

9.  Cotton  Converters,  Dyers,  Finishers,  Mercerizers, 

Bleachers  and  Prints Not  over  10. 

10.  Cotton  Duck 11.90 

1 1.  Cotton  Goods  Manufacturing — Colored,  Fancy,  Grey, 

Brown,  Print  Cloth  and  Sheeting Not  over  10. 

12.  Cotton  Laces,  Curtains,  Quilts,  Embroideries “ “ 10. 

13.  Cotton  Spinning — Fine  Yarns 10.17 

14.  Cotton  Spinning — Medium  and  Coarse  Yarns Not  over  10. 

15.  Dyers  of  Furs 11.97 

10.  Hats,  Caps,  Scarfs  and  other  Headwear  and  Neckwear  Not  over  10. 

17.  Hosiery  and  Knit  Goods,  including  Knitted  and  Fabric 

Underwear “ “ 10. 

18.  Millinery  and  Millinery  Goods “ “ 10. 

19.  Rope  and  Cordage “ “ 10: 

20.  Shirts,  Collars  and  Cuffs “ “ 10. 

21.  Silk-Dyeing  and  Finishing 12.10 

22.  Silk  Manufacturing — Broad “ “ 10. 

23.  Silk  Manufacturing — Ribbons,  Woven  Labels “ “ 10. 

24.  Silk — Spinning “ “ 10. 

25.  Silk — Throwing “ “ 10. 

26.  Thread,  Tapes  and  Braids,  Cotton  and  Silk “ “ 10. 

27.  Towels,  Damask,  Handkerchiefs  (Cotton  and  Linen) . “ “ 10. 

28.  Upholstery  Cloth  and  Trimmings  (Cotton  and  Wool) . . “ “ 10. 

29.  Waste — Cotton  and  Wool,  Linters  and  Oakum 11.89 

30.  Wool  and  Worsted — Dyeing  and  Finishing Not  over  10. 

31.  Wool  and  Worsted — Spining  and  Combing “ “ 10. 

32.  Wool  and  Worsted  Weaving “ “ 10. 

33.  Textile  Manufacturing,  not  elsewhere  specified “ “ 10. 

1075 

SPECIAL  MANUFACTURING  INDUSTRIES. 
SUBDIVISIONS.  AVERAGE  PERCENTAGES. 

Per  Cent. 

1.  Ammunition,  Explosives  and  Fireworks 11.28 

2.  Artificial  Flowers Not  over  10. 

3.  Artificial  Limbs “ “ 10. 

4.  Asbestos  Wares,  Magnesia,  Material  for  Insulation 16.88 

5.  Bedding,  Mattresses  and  Undertakers’  Supplies Not  over  10. 

6.  Brooms  and  Brushes “ “ 10. 

7.  Buttons,  Beads,  Rosaries “ “ 10. 

8.  Coke “ “ 10. 

9.  Combs — Bone,  Ivory,  etc “ “ 10. 

10.  Dairymen’s,  Poultrymen’s  and  Apiarist’s  Supplies.  “ “ 10. 

11.  Fire  Extinguishers,  including  Mechanical  and  Chemical 

Apparatus,  Automatic  Sprinklers,  Fire  Trucks “ “ 10. 

12.  Hair  Goods “ “ 10. 

13.  Hand  Stamps — Rubber,  Metal,  etc “ “ 10. 

14.  House  Furnishing  Goods,  Screen  Doors  and  Windows, 

Window  Shades “ 11  10. 
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Per  Cent. 

15.  Ice “ “ 10. 

16.  Jewelry  and  Instrument  Cases “ “ 10. 

17.  Models  and  Patterns  (not  including  Paper  Patterns), 

Molds “ “ 10. 

18.  Mucilage  and  Paste 11.23 

19.  Phonographs  and  all  other  Musical  Instruments  and 

Parts  (not  including  Pianos.  Organs  and  Parts) 11.53 

20.  Pianos,  Organs  and  Parts Not  over  10. 

21.  Roofing  Materials  other  than  Metal “ “ 10. 

22.  Rubber — Boots,  Shoes  and  Clothing “ “ 10. 

23.  Rubber — Tires,  Belting,  Hose,  Tubing,  including  non- 

Metalic  Conduits “ “ 10. 

24.  Rubber  Goods,  not  elsewhere  specified “ “ 10. 

25.  Shipbuilding — Wooden  Craft  of  all  kinds 10.15 

26.  Signs  and  Advertising  Novelties 14.45 

27.  Small  Metal  Specialties Not  over  10. 

28.  Soda  Fountain  Apparatus,  Siphons 15.20 

29.  Sporting  and  Athletic  Goods  (including  Pleasure  Boats. 

but  not  Yachts),  Amusement  Appliances Not  over  10. 

30.  Stationery  Goods,  School  Supplies,  Office  System 

Supplies 10.36 

31.  Stencil,  Dye  Sinking,  Seals Not  over  10. 

32.  Tobacco. 12.87 

33.  Toys,  Children’s  Tools  and  Vehicles,  including  Baby 

Carriages,  Carts,  Games  and  Christmas  Novelties  Not  over  10. 

34.  Umbrellas  and  Canes “ “ 10. 

35.  Washing  Machines  and  Clothes  Wringers 12.22 

36.  Windmills Not  over  10. 

37.  Special  Products,  not  elsewhere  specified “ “ 10. 

1076  FINANCIAL. 

BANKS,  INSURANCE  COMPANIES,  BROKERAGE 
INSTITUTIONS. 

SUBDIVISIONS.  AVERAGE  PERCENTAGES. 

Per  Cent. 

1.  Banking — International Not  over  10. 

2.  Banking — Private,  Money  Lenders  and  Pawnbrokers  “ “ 10. 

3.  Banking — Savings “ “ 10. 

4.  Banking — State  and  National “ “ 10. 

5.  Banking — Trust  Companies “ “ 10. 

6.  Banking  and  Financial  Operations,  not  elsewhere 

specified “ “ 10 

7.  Building  and  Loan  Associations “ “ 10. 

8.  Burglar  Alarm  Systems “ “ 10. 

9.  Holding  Companies,  Incorporated  Estates,  Trusts, 

Investment  Concerns “ “ 10. 

10.  Insurance  Brokers “ “ 10. 

11.  Insurance — Fidelity  and  Surety “ “ 10. 

12.  Insurance — Fire,  Mutual “ “ 10. 

13.  Insurance — Fire,  Stock “ “ 10. 

14.  Insurance — Life,  Mutual “ “ 10. 

15.  Insurance — Life,  Stock “ “ 10. 
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1 6.  Insurance — >M arine 

17.  Insurance— Casualty,  Mutual 

18.  Insurance — Casualty,  Stock 

19.  Insurance — Title  and  Abstract 

20.  Insurance — not  elsewhere  specified 

21.  Safe  Deposit  Vaults 

22.  Stock  Brokers  and  Dealers  in  Securities  on  Com- 

mission   


Per  Cent. 
“ 10. 

“ 10. 

“ 10. 

“ 10. 

“ 10. 

‘ 10. 

“ 10. 


1077 

COMMON  CARRIERS  AND  PUBLIC  UTILITIES. 


SUBDIVISIONS.  AVERAGE  PERCENTAGES. 


Per  Cent. 

1.  Cold  Storage  and  Ice Not  over  10. 

2.  Cotton  Compressors  and  Cotton  Storage “ “ 10. 

3.  Gas  Companies,  Illuminating  and  Fuel “ “ 10. 

4.  Grain  Elevators “ u 10. 

5.  Irrigation  Water  Works “ “ 10. 

0.  Light  and  Power,  including  Water  and  Electric, 

Hydro-electric  Lighting “ “ 10. 

7.  Market  Houses — Public “ “ 10. 

8.  Railways — Electric,  City,  Suburban  and  Interurban. . “ “ 10. 

9.  Railway  Express  Companies.  13.89 

10.  Railways — Steam Not  over  10. 

11.  Steamships — Local,  River,  Lake,  Coastwise  and  Ocean 

Lines “ “ 10. 

12.  Stock  Yards “ “ 10. 

13.  Tank  Car  Companies,  Refrigerator,  Ventilator,  and 

Live  Stock  Cars “ “ 10. 

14.  Telephone  and  Telegraph  Companies “ “ 10. 

15.  Warehouse  and  Storage,  other  than  Cotton  Storage, 

Wharves,  Forwarding,  Teaming,  Stevedoring,  Local 

Express “ “ 10. 

16.  Water  Filtration,  Distribution  for  Domestic  Use “ “ 10. 

17.  Common  Carriers  and  Public  Utilities,  not  elsewhere 

specified.  Toll  Bridge,  Bridge  Companies,  Ferry, 

Turnpike,  United  Press  Association,  Passenger  Bus 

Line,  Canals,  etc “ “ 10. 


1078 

TRADING  AND  MISCELLANEOUS. 

SUBDIVISIONS.  AVERAGE  PERCENTAGES. 

Per  Cent. 

1.  Brokers — Freight,  Grain,  Merchandise,  Real  Estate 
and  Ship,  Purchasing  and  Selling  Agents,  Manufac- 
turer’s Agents,  Exporters  and  Importers  (Com- 


mission only),  Automobiles,  Sales  of  Metals Not  over  10. 

2.  Garages  and  Livery  Stables “ “ 10. 

3.  Jobbers — Merchandise,  General  and  Special “ “ 10. 

4.  Merchant  Tailoring,  Needlework,  etc 17.14 
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Per  Cent. 

5.  Merchants — Retail Not  over  10. 

6.  Merchants — Wholesale 10.45 

7.  Real  Estate  Operators  and  Promoters Not  over  10. 

8.  Trading  Concerns  not  elsewhere  specified “ “ 10. 

9.  Amusements,  Theatres,  Moving  Picture  Shows, 

County  Fairs,  Race  Tracks  and  Clubs “ “ 10. 

10.  Barbers,  Bathhouses,  etc “ “ 10. 

11.  Consulting  Engineers,  Appraisers,  Accountants,  Ad- 

justers, Architects,  Chemists,  Assayers  and  Metal- 
lurgists  “ “ 10. 

12.  Contractors,  Building  Construction,  Street  Paving, 

Machine  Installation,  etc “ “ 10. 

13.  Decorators  and  Interior  Designing “ “ 10. 

14.  Hospitals,  Sanitariums,  etc “ “ 10. 

15.  Hotels.. “ “ 10. 

16.  Laundries,  Dry  Cleaning,  Dyeing,  etc “ “ 10. 

17.  Photographs  and  Art  Portraits 19.66 

18.  Restaurants Not  over  10. 

19.  Schools,  Colleges,  etc “ “ 10. 

20.  Undertakers “ “ 10. 

21.  Miscellaneous  Concerns,  not  elsewhere  specified,  in- 

cluding Typewriter  Exchange,  Type-setting,  Ad- 
vertising Services,  Commercial  Agencies  and  De- 
tective Agencies “ “ 10. 


1079  Comment:  the  foregoing,  If 1060  to  If  1078,  is  a reprint  of  the  official 
mimeographed  copy  of  the  “median”  and  foreword  prepared  by 
the  Bureau  of  Internal  Revenue,  and  released  for  publication  November  24, 
1919.  It  is  understood  that  the  “median”  will  later  appear  in  printed 
form  at  the  hands  of  the  Government. — The  Corporation  Trust  Company. 
Later. — The  foregoing  median,  as  issued  in  printed  form  by  the  Govern- 
ment, is  designated  as  “Bulletin  D’ — Income  Tax”  and  has  appended  to 
it  the  chart  which  we  reproduce  at  If  1081.  The  only  other  difference 
between  the  mimeographed  and  printed  copies  is  in  the  average  percent- 
age in  the  case  of  “Baking  Powder,  Yeast”,  Tf  1065,  which  is  changed  from 
14.44%  to  14.14%,  and  which  change  has  been  made  in  our  reprint  above 
at  If  1065. — The  Corporation  Trust  Company. 


1080  Claim  for  abatement  need  not  be  filed  if  amount  of  tax  in  special 
573  cases  is  not  determined  prior  to  due  date  of  fourth  installment 
990b  unless  claim  for  assessment  under  Sec.  328  was  filed  subsequent 
1058  to  assessment  without  reference  to  such  section. — Reference  is 
made  to  the  letter  of  the  Bureau,  dated  October  15,  1919,  addressed  to 
Mr.  Harry  Tarbell,  Washington,  D.  C.  (fif  1058  of  the  1919  War  Tax  Ser- 
vice), relative  to  the  filing  of  a claim  for  abatement  where  the  amount  of  the 
tax  under  Section  328  of  the  Revenue  Act  of  1918  is  not  determined  prior 
to  the  due  date  of  the  fourth  installment.  If  The  ruling  contained  in  the 
letter  to  Mr.  Tarbell,  referred  to  above,  was  based  upon  a specific  case, 
the  details  of  which  were  not  fully  set  forth,  and  was  not  intended  to 
establish  a rule  of  general  application.  If  Where  the  tax  computed  under 
Section  301  of  the  Act  is  in  excess  of  50%  of  the  net  income  and  a claim 
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is  filed  for  assessment  under  the  provisions  of  Section  328  of  the  Act  and 
installments  determined  and  assessment  made  on  the  basis  of  50%  of  the 
net  income,  no  claim  for  abatement  is  required.  If  the  correct  amount 
of  the  tax  when  determined  exceeds  50%  of  the  net  income,  any  excess  of 
the  correct  installments  over  the.  amounts  actually  paid  shall  on  notice  and 
demand  be  paid  together  with  interest  at  one-half  per  cent  per  month 
on  such  excess  from  the  time  the  installment  was  due.  U If  the  war 
profits  and  excess  profits  taxes  as  determined  on  the  basis  of  the  statutory 
invested  capital  and  net  income  exceeded  50%  of  the  net  income  for  the 
taxable  year  and  the  installments  were  determined  and  assessment  made 
without  reference  to  Section  328  of  the  Act,  but  a claim  for  assessment 
under  that  Section  was  subsequently  filed,  the  only  way  to  avoid  payment 
of  the  full  amount  assessed  would  be  by  filing  a claim  for  abatement. 
(Letter  to  The  Corporation  Trust  Company,  signed  by  Commissioner 
Daniel  C.  Roper,  and  dated  November  29,  1919.) 


1081  Chart — Showing  the  Average  Percentages  of  Net  Income  to  Invested  Capital 
1060  FOR  THE  Prewar  Period,  and  the  Number  of  Industrial  Groups  of  the  Same 
1079  Class  of  Business  Under  Each  Median. 


Industry. 

Total 

number 

of 

industrial 

sub- 

divisions. 

Medians  or 

average  percentages  of 
invested  capital. 

net  income  to 

10%  and  under. 

Over  10%  and  under 
11% 

11%  and  under  12%. 

12%  and  under  13%. 

13%  and  under  14%. 

14%  and  under  15%. 

15%  and  under  16%. 

16%  and  under  17%. 

17%  and  under  18%. 

18%  and  under  19%. 

19%  and  under  20%  • 

Agriculture  and  dependent  pur- 

suits  

10 

8 

1 

1 

Mining 

17 

15 

1 

1 

Financial : Banks,  insurance  com- 

— 

panies,  brokerage  institutions.... 

22 

22 

Common  carriers  and  public  utili- 

ties  

17 

16 

1 

Iron  and  steel 

37 

35 

2 

Chemical  manufacturing  and 

allied  industries 

9 

4 

2 

2 

1 

Manufacturing  foods  and  food 

products..... 

16 

10 

4 

1 

Leather  and  leather  goods  indus- 

tries  

4 

1 

2 

1 

Liquors  and  beverages.. 

5 

5 

, 

— 

Metal  and  metallurgical  extrac- 

tions—   

15 

13 

1 

1 

Paper  manufacturing,  printing. 

bookbinding,  publishing 

13 

10 

2 

1 

Special  manufacturing  industries.. 

37 

27 

2 

3 

2 

1 

1 

1 

Stone,  clay,  and  glass  industries.... 

9 

8 

1 

Textile  industries— 

33 

25 

1 

4 

1 

1 

1 

Lumbering  and  woodworking  in- 

dustries  

12 

12 

/ 

Trading  and  miscellaneous  . 

21 

18 

1 

1 

1 

Total 

277 

229 

17 

13 

5 

3 

! 

2 

2 

1 

3 

7 

1 

The  above  chart  is  a part  of  the  “Median,”  ^1060. 
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1082  Original  Issue  Stock  sold  at  par  on  Commission  in  Relation 
1041  to  Invested  Capital. — Reference  is  made  to  your  letter  of  December 

1,  1919,  in  which  you  seek  to  verify  the  correctness  of  the  ruling 
contained  in  a letter  from  this  office  dated  April  14,  1919,  quoted  below 
[If  1041]: 

“Reference  is  made  to  your  telegram  of  April  4,  1919, 
relative  to  invested  capital  for  war  profits  and  excess 
profits  tax  purposes.  Capital  stock  issued  under  the 
conditions  stated,  viz:  sold  at  par  for  cash  and  a com- 
mission of  10%  paid  afterward  to  a broker,  is  held  to  be 
stock  sold  at  a discount  and  only  the  net  proceeds  realized 
by  the  corporation  from  such  transaction  will  be  recog- 
nized as  paid-in  capital  for  invested  capital  purposes.” 

1083  The  inquiry  contained  in  your  letter  of  December  1,  1919,  was 
replied  to  by  telegram  on  December  8,  1919,  a copy  of  which  follows: 

“Your  letter  December  first,  Rule  contained  in  Bureau 
letter  April  fourteenth  incorrect.  Reasonable  commis- 
sions paid  by  corporations  for  sale  of  capital  stock  need 
not  be  deducted  in  computing  invested  capital.  Letter 
follows.” 

1084  Section  326  (a)  of  the  Revenue  Act  of  1918,  states  that  invested 

556  capital  means  “actual  cash  bona  fide  paid  in  for  stock  or  shares; 
933  * * *.”  These  words  signify  the  actual  cash  paid  in  to  the  corpora- 

tion or  to  its  duly  authorized  agents  by  shareholders.  The  treat- 
ment of  this  question  and  that  of  deductibility  of  such  commissions  from 
gross  income  as  ordinary  and  necessary  expenses  should  be  correlative. 
Under  all  Federal  income  tax  laws,  corporations  have  been  denied  the  right 
to  deduct  such  commissions  either  as  current  expenses  or  as  a deferred 
charge  to  future  years.  As  it  is  a fact  that  such  commissions  are  “ordin- 
arily” paid,  and,  in  the  organization  of  many  corporations,  “necessarily” 
paid,  the  position  of  the  Bureau  with  respect  to  the  deductibility  from 
income  of  this  expense  can  rest  only  on  the  ground  that  it  is  essentially 
a capital  expenditure  balanced  by  the  acquisition  of  a permanent  capital 
asset  of  equivalent  worth. 

1085  Such  payments  must,  however,  like  other  compensation  for  a per- 
sonal service,  be  “reasonable”  in  amount.  Payment  of  any  unusual 

or  disproportionate  commission  would  be  subject  to  examination  to  ascer- 
tain whether  the  cash  subscription  has  been  bona  fide  paid  in  and  whether, 
under  the  circumstances  of  the  particular  case,  the  commission  was  rea- 
sonable. (Letter  to  Herbert  F.  French  and  Company,  Boston,  Mass, 
signed  by  Commissioner  Daniel  C.  Roper,  and  dated  December  9,  1919.) 


WAR 


319  TAX 


t;./r 


J 

; ,r  _ t 

J ■ . :hf.v  ' £ rs  r: 


...  ■:  --  • 


< 


...  ■■  • :•  ’a 

1 


• ,f  - 

■ 


4 

* 


ESTATE  TAX 


BEING  TITLE  IV  OF  THE  REVENUE  ACT  OF  1918. 

In  effect  on  passage  of  the  Act. 

“Passage  of  the  Act”  means  moment  of  signing  by  the  President. 
( For  date  and  time  of  signing  see  Page  2.) 


Title  IV. — Estate  Tax. 

Sec.  400.  That  when  used  in  this  title — 

The  term  “executor”  means  the  executor  or  administrator  of 
the  decedent,  or,  if  there  is  no  executor  or  administrator,  any 
person  who  takes  possession  of  any  property  of  the  decedent; 
and 

The  term;  “collector”  means  the  collector  of  internal  revenue 
of  the  district  in  which  was  the  domicile  of  the  decedent  at  the 
time  of  his  death,  or,  if  there  was  no  such  domicile  in  the  United 
States,  then  the  collector  of  the  district  in  which  is  situated  the 
part  of  the  gross  estate  of  the  decedent  in  the  United  States,  or, 
if  such  part  of  the  gross  estate  is  situated  in  more  than  one  dis- 
trict, then  the  collector  of  internal  revenue  of  such  district  as 
may  be  designated  by  the  Commissioner. 

[Rates.] 

Sec.  401.  That  (in  lieu  of  the  tax  imposed  by  Title  II  of  the 
Revenue  Act  of  1916,  as  amended,  and  in  lieu  of  the  tax  im- 
posed by  Title  IX  of  the  Revenue  Act  of  1917)  a tax  equal  to 
the  sum  of  the  following  percentages  of  the  value  of  the  net 
estate  (determined  as  provided  in  section  403)  is  hereby  im- 
posed upon  the  transfer  of  the  net  estate  of  every  decedent  dying 
after  the  passage  of  this  Act,  whether  a resident  or  nonresident 
of  the  United  States  : 

1 per  centum  of  the  amount  of  the  net  estate  not  in  excess  of 
$50,000 ; 

2 per  centum  of  the  amount  by  which  the  net  estate  exceeds 
$50,000  and  does  not  exceed  $150,000  ; 

3 per  centum  of  the  amount  by  which  the  net  estate  exceeds 
$150,000  and  does  not  exceed  $250,000  ; 

4 per  centum  of  the  amount  by  which  the  net  estate  exceeds 
$250,000  and  does  not  exceed  $450,000 ; 

6 per  centum  of  the  amount  by  which  the  net  estate  exceeds 
$450,000  and  does  not  exceed  $750,000; 

8 per  centum  of  the  amount  by  which  the  net  estate  exceeds 
$750,000  and  does  not  exceed  $1,000,000; 

10  per  centum  of  the  amount  by  which  the  net  estate  exceeds 
$1,000,000  and  does  not  exceed  $1,500,000; 

12  per  centum  of  the  amount  by  which  the  net  estate  exceeds 
$1,500,000  and  does  not  exceed  $2,000,000; 

14  per  centum  of  the  amount  by  which  the  net  estate  exceeds 
$2,000,000  and  does  not  exceed  $3,000,000 ; 

16  per  centum  of  the  amount  by  which  the  net  estate  exceeds 
$3,000,000  and  does  not  exceed  $4,000,000  ; 
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18  per  centum  of  the  amount  by  which  the  net  estate  exceeds 
$4,000,000  and  does  fiot  exceed  $5,000,000; 

20  per  centum  of  the  amount  by  which  the  net  estate  exceeds 
$5,000,000  and  does  not  exceed  $8,000,000 ; 

22  per  centum  of  the  amount  by  which  the  net  estate  exceeds 
$8,000,000  and  does  riot  exceed  $10,000,000;  and 

25  per  centum  of  the  amount  by  which  the  net  estate  exceeds 

$10,000,000. 

The  taxes  imposed  by  this  title  or  by  Title  II  of  the  Revenue 
Act  of  1916  (as  amended  by  the  Act  entitled* “An  Act  to. provide 
increased  revenue  to  defray  the  expenses  of  the  increased  appro- 
priations for  the  army  and  navy  and  the  extensions  of  fortifica- 
tions, and  for  other  purposes,”  approved  March  3,  1917)  or  by 
Title  IX  of  the  Revenue  Act  of  1917,  shall  not  apply  to  the 
transfer  of  the  net  estate  of  any  decedent  who  has  died  or  may 
die  while  serving  in  the  military  or  naval  forces  of  the  United 
States  in  the  present  war  or  from  injuries  received  or  disease 
contracted  while  in  such  service,  and  any  such  tax  collected  upon 
such  transfer  shall  be  refunded  to  the  executor. 

[Determination  of  value  of  gross  estate.] 

Sec.  402.  That  the  value  of  the  gross  estate  of  the  decedent 
shall  be  determined  by  including  the  value  at  the  time  of  his 
death  of  all  property,  real  or  personal,  tangible  or  intangible, 
wherever  situated — 

(a)  To  the  extent  of  the  interest  therein  of  the  decedent  at 
the  time  of  his  death  which  after  his  death  is  subject  to  the  pay- 
ment of  the  charges  against  his  estate  and  the  expenses  of  its 
administration  and  is  subject  to  distribution  as  part  of  his  estate; 

(b)  To  the  extent  of  any  interest  therein  of  the  surviving 
spouse,  existing  at  the  time  of  the  decedent's  death  as  dower, 
courtesy,  or  by  virtue  of  a statute  creating  an  estate  in  lieu  of 
dower  or  courtesy; 

(c)  To  the  extent  of  any  interest  therein  of  which  the  dece- 
dent has  at  any  time  made  a transfer,  or  with  respect  to  which 
he  has  at  any  time  created  a trust,  in  contemplation  of  or  in- 
tended to  take  effect  in  possession  or  enjoyment  at  or  after  his 
death  (whether  such  transfer  or  trust  is  made  or  created  before 
or  after  the  passage  of  this  Act),  except  in  case  of  a bona  fide 
sale  for  a fair  consideration  in  money  or  money's  worth.  Any 
transfer  of  a material  part  of  his  property  in  the  nature  of  a final 
disposition  or  distribution  thereof,  made  by  the  decedent  within 
two  years  prior  to  his  death  without  such  a consideration,  shall, 
unless  shown  to  the  contrary,  be  deemed  to  have  been  made  in 
contemplation  of  death  within  the  meaning  of  this  title 

(d)  To  the  extent  of  the  interest  therein  held  jointly  or  as 
tenants  in  the  entirety  by  the  decedent  and  any  other  person,  or 
deposited  in  banks  or  other  institutions  in  their  joint  names  and 
payable  to  either  or  the  survivor,  except  such  part  thereof  as  may 
be  shown  to  have  originally  belonged  to  such  other  person  and 
never  to  have  belonged  to  the  decedent ; 
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12  (e)  To  the  extent  of  any  property  passing  under  a general 
power  of  appointment  exercised  by  the  decedent  (1)  by  will,  or 
(2)  by  deed  executed  in  contemplation  of,  or  intended  to  take 
effect  in  possession  or  enjoyment  at  or  after,  his  death,  except 
in  case  of  a bona  fide  sale  for  a fair  consideration  in  money  or 
money's  worth;  and 

13  (f)  To  the  extent  of  the  amount  receivable  by  the  executor 
as  insurance  under  policies  taken  out  by  the  decedent  upon 
his  own  life;  and  to  the  extent  of  the  excess  over  $40,000  of  the 
amount  receivable  by  all  other  beneficiaries  as  insurance  under 
policies  taken  out  by  the  decedent  upon  his  own  life. 

[Determination  of  value  of  net  estate.] 

14  Sec.  403.  That  for  the  purpose  of  the  tax  the  value  of  the 
net  estate  shall  be  determined — 

15  (a)  In  the  case  of  a resident,  by  deducting  from  the  value  of 
the  gross  estate — 

16  (1)  Such  amounts  for  funeral  expenses,  administration  ex- 
penses, claims  against  the  estate,  unpaid  mortgages,  losses  in- 
curred during  the  settlement  of  the  estate  arising  from  fires, 
storms,  shipwreck,  or  other  casualty,  or  from  theft,  when  such 
losses  are  not  compensated  for  by  insurance  or  otherwise,  and 
such  amounts  reasonably  required  and  actually  expended  for  the 
support  during  the  settlement  of  the  estate  of  thosd  dependent 
upon  the  decedent,  as  are  allowed  by  the  laws  of  the  jurisdiction, 
whether  within  or  without  the  United  States,  under  which  the 
estate  is  being  administered,  but  not  including  any  income  taxes 
upon  income  received  after  the  death  of  the  decedent,  or  any 
estate,  succession,  legacy,  or  inheritance  taxes; 

17  (2)  An  amount  equal  to  the  value  at  the  time  of  the  de- 
cedent's death  of  any  property,  real,  personal,  or  mixed,  which 
can  be  identified  as  having  been  received  by  the  decedent  as  a 
share  in  the  estate  of  any  person  who  died  within  five  years  prior 
to  the  death  of  the  decedent,  or  which  can  be  identified  as  having 
been  acquired  by  the  decedent  in  exchange  for  property  so  re- 
ceived, if  an  estate  tax  under  the  Revenue  Act  of  1917  or  under 
this  Act  was  collected  from  such  estate,  and  if  such  property  is 
included  in  the  decedent's  gross  estate; 

1 8 (3)  The  amount  of  all  bequests,  legacies,  devises,  or  gifts,  to 
or  for  the  use  of  the  United  States,  any  State,  Territory,  any 
political  subdivision  thereof,  or  the  District  of  Columbia,  for 
exclusively  public  purposes,  or  to  or  for  the  use  of  any  corpo- 
ration organized  and  operated  exclusively  for  religious,  charitable, 
scientific,  literary,  or  educational  purposes,  including  the  en- 
couragement of  art  and  the  prevention  of  cruelty  to  children 
or  animals,  no  part  of  the  net  earnings  of  which  inures  to  the 
benefit  of  any  private  stockholder  or  individual,  or  to  a trustee 
or  trustees  exclusively  for  such  religious,  charitable,  scientific, 
literary,  or  educational  purposes.  This  deduction  shall  be  made 
in  case  of  the  estates  of  all  decedents  who  have  died  since 
December  31,  1917 ; and 

1 9 (4)  An  exemption  of  $50,000 ; 
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20  (b)  In  the  case  of  a nonresident,  by  deducting  from  the 
value  of  that  part  of  his  gross  estate  which  at  the  time  of  his 
death  is  situated  in  the  United  States — 

21  (1)  That  proportion  of  the  deductions  specified  in  para- 
graph (1)  of  subdivision  (a)  of  this  section  which  the  value  of 
such  part  bears  to  the  value  of  his  entire  gross  estate,  wherever 
situated,  but  in  no  case  shall  the  amount  so  deducted  exceed  10 
per  centum  of  the  value  of  that  part  of  his  gross  estate  which  at 
the  time  of  his  death  is  situated  in  the  United  States ; 

22  (2)  An  amount  equal  to  the  value  at  the  time  of  the  de- 
cedent’s death  of  any  property,  real,  personal,  or  mixed,  which 
can  be  identified  as  having  been  received  by  the  decedent  as  a 
share  in  the  estate  of  any  person  who  died  within  five  years  prior 
to  the  death  of  the  decedent,  or  which  can  be  identified  as  having 
been  acquired  by  the  decedent  in  exchange  for  property  so  re- 
ceived, if  an  estate  tax  under  the  Revenue  Act  of  1917  or  under 
this  Act  was  collected  from  such  estate,  and  if  such  property  is 
included  in  that  part  of  the  decedent’s  gross  estate  which  at  the 
time  of  his  death  is  situated  in  the  United  States ; and 

23  (3)  The  amount  of  all  bequests,  legacies,  devises,  or  gifts,  to 
or  for  the  use  of  the  United  States,  any  State,  Territory,  any 
political  subdivision  thereof,  or  the  district  of  Columbia,  for 
exclusively  public  purposes,  or  to  or  for  the  use  of  any  domestic 
corporation  organized  and  operated  exclusively  for  religious, 
charitable,  scientific,  literary,  or  educational  purposes,  including 
the  encouragement  of  art  and  the  prevention  of  cruelty  to  chil- 
dren or  animals,  no  part  of  the  net  earnings  of  which  inures  to 
the  benefit  of  any  private  stockholder  or  individual,  or  to  a 
trustee  or  trustees  exclusively  for  such  religious,  charitable, 
scientific,  literary,  or  educational  purposes  within  the  United 
States.  This  deduction  shall  be  made  in  case  of  the  estates  of 
all  decedents  who  have  died  since  December  31,  1917 ; and 

24  No  deductions  shall  be  allowed  in  the  case  of  a nonresident 
unless  the  executor  includes  in  the  return  required  to  be  filed 
under  section  404  the  value  at  the  time  of  his  death  of  that  part 
of  the  gross  estate  of  the  nonresident  not  situated  in  the  United 
States. 

25  For  the  purpose  of  this  title  stock  in  a domestic  corporation 
owned  and  held  by  a nonresident  decedent,  and  the  amount  re- 
ceivable as  insurance  upon  the  life  of  a nonresident  decedent 
where  the  insurer  is  a domestic  corporation,  shall  be  deemed 
property  within  the  United  States,  and  any  property  of  which  the 
decedent  has  made  a transfer  or  with  respect  to  which  he  has 
created  a trust,  within  the  meaning  of  subdivision  (c)  of  section 
402,  shall  be  deemed  to  be  situated  in  the  United  States,  if  so 
situated  either  at  the  time  of  the  transfer  or  the  creation  of  the 
trust,  or  at  the  time  of  the  decedent’s  death. 

26  In  the  case  of  any  estate  in  respect  to  which  the  tax  under 
existing  law  has  been  paid,  if  necessary  to  allow  the  benefit  of 
the  deduction  under  paragraph  (3)  of  subdivision  (a)  or  (b) 
the  tax  shall  be  redetermined  and  any  excess  of  tax  paid  shall 
be  refunded  to  the  executor. 
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[Notice  and  return  to  be  filed  by  executor.] 

Sec.  404.  That  the  executor,  within  sixty  days  after  qualifying 
as  such,  or  after  coming  into  possession  of  any  property  of  the 
decedent,  whichever  event  first  occurs,  shall  give  written  notice 
thereof  to  the  collector.  The  executor  shall  also,  at  such  times 
and  in  such  manner  as  may  be  required  by  regulations  made  pur- 
suant to  law,  file  with  the  collector  a return  under  oath  in  du- 
plicate, setting  forth  (a)  the  value  of  the  gross  estate  of  the  de- 
cedent at  the  time  of  his  death,  or,  in  case  of  a nonresident,  of 
that  part  of  his  gross  estate  situated  in  the  United  States ; (b) 
the  deductions  allowed  under  section  403 ; (c)  the  value  of  the 
net  estate  of  the  decedent  as  defined  in  section  403 ; and  (d)  the 
tax  paid  or  payable  thereon ; or  such  part  of  such  information 
as  may  at  the  time  be  ascertainable  and  such  supplemental  data 
as  may  be  necessary  to  establish  the  correct  tax. 

Return  shall  be  made  in  all  cases  where  the  gross  estate  at 
the  death  of  the  decedent  exceeds  $50,000,  and  in  the  case  of  the 
estate  of  every  nonresident  any  part  of  whose  gross  estate  is 
situated  in  the  United  States.  If  the  executor  is  unable  to  make 
a complete  return  as  to  any  part  of  the  gross  estate  of  the  de- 
cedent, he  shall  include  in  his  return  a description  of  such  part 
and  the  name  of  every  person  holding  a legal  or  beneficial  in- 
terest therein,  and  upon  notice  from  the  collector  such  person 
shall  in  like  manner  make  a return  as  to  such  part  of  the  gross 
estate.  The  Commissioner  shall  make  all  assessments  of  the 
tax  under  the  authority  of  existing  administrative  special  and 
general  provisions  of  law  relating  to  the  assessment  and  col- 
lection of  taxes. 

[When  Collector  shall  make  the  return.] 

Sec.  405.  That  if  no  administration  is  granted  upon  the  estate 
of  a decedent,  or  if  no  return  is  filed  as  provided  in  section  404, 
or  ifj  a return  contains  a false  or  incorrect  statement  of  a ma- 
terial fact,  the  collector  or  deputy  collector  shall  make  a return 
and  the  Commissioner  shall  assess  the  tax  thereon. 

[Payment  of  tax.  Extension  of  time.  Penalty.] 

Sec.  406.  That  the  tax  shall  be  due  one  year  after  the  de- 
cedent’s death ; but  in  any  case  where  the  Commissioner  finds 
that  payment  of  the  tax  within  one  year  after  the  decedent’s 
death  would  impose  undue  hardship  upon  the  estate,  he  may 
grant  an  extension  of  time  for  the  payment  of  the  tax  for  a 
period  not  to  exceed  three  years  from  the  due  date.  If  the  tax  is 
not  paid  within  one  year  and  180  days  after  the  decedent’s  death, 
interest  at  the  rate  of  6 per  centum  per  annum  from  the  expira- 
tion of  one  year  after  the  decedent’s  death  shall  be  added  as  part 
of  the  tax. 

Sec.  407.  That  the  executor  shall  pay  the  tax  to  the  collector 
or  deputy  collector.  If  the  amount  of  the  tax  can  not  be  deter- 
mined, the  payment  of  a sum  of  money  sufficient,  in  the  opinion 
of  the  collector,  to  discharge  the  tax  shall  be  deemed  payment 
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in  full  of  the  tax,  except  as  in  this  section  otherwise  provided.  If 
the  amount  so  paid  exceeds  the  amount  of  the  tax  as  finally  de- 
termined, the  Commissioner  shall  refund  such  excess  to  the  ex- 
ecutor. If  the  amount  of  the  tax  as  finally  determined  exceeds 
the  amount  so  paid,  the  collector  shall  notify  the  executor  of  the 
amount  of  such  excess  and  demand  payment  thereof.  If  such 
excess  part  of  the  tax  is  not  paid  within  thirty  days  after  such 
notification,  interest  shall  be  added  thereto  at  the  rate  of  10 
per  centum  per  annum  from  the  expiration  of  such  thirty  days’ 
period  until  paid,  and  the  amount  of  such  excess  shall  be  a lien 
upon  the  entire  gross  estate,  except  such  part  thereof  as  may 
have  been  sold  to  a bona  fide  purchaser  for  a fair  consideration 
in  money  or  money’s  worth. 

The  collector  shall  grant  to  the  person  paying  the  tax  dupli- 
cate receipts,  either  of  which  shall  be  sufficient  evidence  of  such 
payment,  and  shall  entitle  the  executor  to  be  credited  and  al- 
lowed the  amount  thereof  by  any  court  having  jurisdiction  to 
audit  or  settle  his  accounts. 

Sec.  408.  That  if  the  tax  herein  imposed  is  not  paid  within  180 
days  after  it  is  due,  the  collector  shall,  unless  there  is  reasonable 
cause  for  further  delay,  proceed  to  collect  the  tax  under  the  pro- 
visions of  general  law,  or  commence  appropriate  proceedings  in 
any  court  of  the  United  States,  in  the  name  of  the  United  States, 
to  subject  the  property  of  the  decedent  to  be  sold  under  the  judg- 
ment or  decree  of  the  court.  From  the  proceeds  of  such  sale  the 
amount  of  the  tax,  together  with  the  costs  and  expenses  of  every 
description  to  be  allowed  by  the  court,  shall  be  first  paid,  and  the 
balance  shall  be  deposited  according  to  the  order  of  the  court, 
to  be  paid  under  its  direction  to  the  person  entitled  thereto. 

If  the  tax  or  any  part  thereof  is  paid  by,  or  collected  out  of 
that  part  of  the  estate  passing  to  or  in  the  possession  of,  any 
person  other  than  the  executor  in  his  capacity  as  such,  such  per- 
son shall  be  entitled  to  reimbursement  out  of  any  part  of  the  estate 
still  undistributed  or  by  a just  and  equitable  contribution  by 
the  persons  whose  interest  in  the  estate  of  the  decedent  would 
have  been  reduced  if  the  tax  had  been  paid  before  the  distribution 
of  the  estate  or  whose  interest  is  subject  to  equal  or  prior  liability 
for  the  payment  of  taxes,  debts,  or  other  charges  against  the 
estate,  it  being  the  purpose  and  intent  of  this  title  that  so  far 
as  is  practicable  and  unless  otherwise  directed  by  the  wifi  of  the 
decedent  the  tax  shall  be  paid  out  of  the  estate  before  its  dis- 
tribution. If  any  part  of  the  gross  estate  consists  of  proceeds  of 
policies  of  insurance  upon  the  life  of  the  decedent  receivable  by  a 
beneficiary  other  than  the  executor,  the  executor  shall  be  entitled 
to  recover  from  such  beneficiary  such  portion  of  the  total  tax  paid 
as  the  proceeds,  in  excess  of  $40,000,  of  such  policies  bear  to  the 
net  estate.  If  there  is  more  than  one  such  beneficiary  the  execu^ 
tor  shall  be  entitled  to  recover  from  such  beneficiaries  in  the 
same  ratio. 
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[Tax  a lien  for  ten  years.] 

Sec.  409.  That  unless  the  tax  is  sooner  paid  in  full,  it  shall 
be  a lien  for  ten  years  upon  the  gross  estate  of  the  decedent, 
except  that  such  part  of  the  gross  estate  as  is  used  for  the  pay- 
ment of  charges  against  the  estate  and  expenses  of  its  adminis- 
tration, allowed  by  any  court  having  jurisdiction  thereof,  shall 
be  divested  of  such  lien.  If  the  Commissioner  is  satisfied  that 
the  tax  liability  of  an  estate  has  been  fully  discharged  or  fully 
provided  for,  he  may,  under  regulations  prescribed  by  him  with 
the  approval  of  the  Secretary,  issue  his  certificate  releasing  any 
or  all  property  of  such  estate  from  the  lien  herein  imposed. 

If  (a)  the  decedent  makes  a transfer  of,  or  creates  a trust  with 
respect  to,  any  property  in  contemplation  of  or  intended  to  take 
effect  in  possession  or  enjoyment  at  or  after  his  death  (except 
in  the  case  of  a bona  fide  sale  for  a fair  consideration  in  money  or 
money’s  worth)  or  (b)  if  insurance  passes  under  a contract 
executed  by  the  decedent  in  favor  of  a specific  beneficiary,  and  if 
in  either  case  the  tax  in  respect  thereto  is  not  paid  when  due,  then 
the  transferee,  trustee,  or  beneficiary  shall  be  personally  liable 
for  such  tax,  and  such  property,  to  the  extent  of  the  decedent’s 
interest  therein  at  the  time  of  such  transfer,  or  to  the  extent  of 
such  beneficiary’s  interest  under  such  contract  of  insurance,  shall 
be  subject  to  a like  lien  equal  to  the  amount  of  such  tax.  Any 
part  of  such  property  sold  by  such  transferee  or  trustee  to  a bona 
fide  purchaser  for  a fair  consideration  in  money  or  money’s  worth 
shall  be  divested  of  the  lien  and  a like  lien  shall  then  attach  to 
all  the  property  of  such  transferee  or  trustee,  except  any  part 
sold  to  a bona  fide  purchaser  for  a fair  consideration  in  money 
or  money’s  worth. 

[Penalty  for  failure  to  file,  or  for  false,  notice  or  return.] 

Sec.  410.  That  whoever  knowingly  makes  any  false  statement 
in  any  notice  or  return  required  to  be  filed  under  this  title  shall 
be  liable  to  a penalty  of  not  exceeding  $5,000,  or  imprisonment 
not  exceeding  one  year,  or  both. 

Whoever  fails  to  comply  with  any  duty  imposed  upon  him  by 
section  404,  or,  having  in  his  possession  or  control  any  record, 
file,  or  paper,  containing  or  supposed  to  contain  any  information 
concerning  the  estate  of  the  decedent,  or,  having  in  his  possession 
or  control  any  property  comprised  in  the  gross  estate  of  the  de- 
cedent, fails  to  exhibit  the  same  upon  request  to  the  Commissioner 
or  any  collector  or  law  officer  of  the  United  States,  or  his  duly 
authorized  deputy  or  agent,  who  desires  to  examine  the  same  in 
the  performance  of  his  duties  under  this  title,  shall  be  liable  to 
a penalty  of  not  exceeding  $500,  to  be  recovered,  with  costs  of 
suit,  in  a civil  action  in  the  name  of  the  United  States. 

[Assessment  and  collection  of  estate  taxes  accrued  under  prior 

Acts.] 

Sec.  1400  [of  the  Revenue  Act  of  1918].  (b)  * * * Pro- 

vided further,  That  the  assessment  and  collection  of  all  estate 
taxes,  and  the  imposition  and  collection  of  all  penalties  or  for- 
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(39)  feitures,  which  have  accrued  under  Title  II  of  the  Revenue  Act 
of  1916  as  amended  by  the  Act  entitled  “An  Act  to  provide  in- 
creased revenue  to  defray  the  expenses  of  the  increased  appro- 
priations for  the  Army  and  Navy  and  the  extensions  of  fortifica- 
tions, and  for  other  purposes,”  approved  March  3,  1917,  or  Title 
IX  of  the  Revenue  Act  of  1917,  shall  be  according  to  the  pro- 
visions of  Title  IV  of  this  Act  * * * . 


General  Administrative  Law  Provisions. 

[Read  under  Miscellaneous  Matters  at  back  of  the  book.] 
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TREASURY  DEPARTMENT 
U.  S.  Internal  Revenue 
Form  700— Revised  August,  1919 


TO  BE  FILED  IN  DUPLICATE 


Collection  District 
Date  Filed 


ASSESSMENT  LIST.  Form  23  A.  Additional  Tax  Assessed.  audit  and  Claim  Record. 


.i....  Additional  Tax,  $ 

Received 

I Month) 

(Year) 

Interest  $..... 

(Page)  (Lino) 

Gross  tax,  $ Paid Allowed,  $ 

_ Page Line Rejected,  $ 

Interest,  S Paid By Date..... By..... Date. 


RETURN  FOR  FEDERAL  ESTATE  TAX. 

AN  ITEMIZED  INVENTORY  BY  SCHEDULE  OF  THE  GROSS  ESTATE  OF  THE 
DECEDENT.  WITH  LEGAL  DEDUCTIONS. 


Decedent’s  name Date  of  death 19. 


Residence  at  time  of  death 


GENERAL  INSTRUCTIONS— READ  WITH  CARE. 

1 . Penalties. — For  failure  to  file  return  when  due,  a fine  not  exceeding  $500,  or  25  per  cent  added  to  the  tax,  or  both.  For  know* 
ingly  making  a false  statement  in  this  return,  a fine  not  exceeding  $5,000,  or  imprisonment,  or  50  per  cent  added  to  the  tax,  or  any  or 

all  of  the  three. 

2.  This  return  is  required  for  the  estate  of  every  resident  decedent  whose  gross  estate  exceeds  $50,000,  and  for  the  estate  of  every 
nonresident  decedent  any  part  of  whose  gross  estate  is  situated  in  the  United  States.  The  term  "United  States”  used  in  this 
form  means  only  the  States,  the  Territories  of  Alaska  and  Hawaii,  and  the  District  of  Columbia. 

3.  This  return  is  due  one,  year  after  the  date  of  death,  and  must  be  filed  with  the  collector  of  the  district  in  which  the  decedent 
had  his  permanent  residence  at  the  time  of  death,  or,  in  the  case  of  a nonresident,  with  the  Commissioner  of  Internal  Revenue,  Treasury 
Department,  Washington,  D.  C. 

4.  Regulations  No.  37,  Revised,  1919,  ehould  be  carefully  studied  before  making  out  this  return. 

5.  All  papers  used  in  preparing  the  return  should  be  carefully  preserved  for  reference  or  inspection.  All  estate  tax  returns  are 
verified  by  an  internal-revenue  officer  before  the  tax  is  determined  by  the  Bureau. 

6.  If  the  decedent  left  a will,  a certified  copy  must  be  filed  in  duplicate  with  the  return. 

There  should  be  filed  in  duplicate  and  as  a part  of  the  return  such  supplemental  data  and  statements  as  may  he  necessary  to 
substantiate  the  return  and  establish  the  correct  tax. 

In  the  case  of  the  estate  of  a nonresident,  there  should  be  filed  in  duplicate — 

(1)  Certified  copy  of  will,  if  decedent  died  testate,  or  of  each  will  if  decedent  left  more  than  one,  to  govern  in  different  jurisdictions. 

(2)  Ifany  deductions  are  claimed,  a certified  copy  of  inventory  of  the  complete  gross  estate,  whether  situated  within  or  without 

the  United  States.  Separate  schedules  should  be  made  for  property  within  and  without  the  United  States,  respectively. 

(3)  If  any  deduction  is  claimed  for  foreign  expenditures,  a certified  copy  of  schedule  of  debts  and  expenses  allowed  by  the  foreign 

court  or  government. 

7.  This  form  consists  of  cover  sheets,  general  information  sheet,  and  eleven  schedules.  Care  should  be  taken  to  see  that  the  return 
is  filed  complete  and  that  all  schedules  are  included  in  the  proper  order. 

The  inventory  of  the  gross  estate  must  be  set  forth  upon  the  schedules  provided,  and  may  not  be  attached  in  the  form  of  an  exhibit. 

8.  The  questions  asked  under  each  schedule  should  be  specifically  answered,  and  if  the  decedent  owned  no  property  of  any  class 
specified  under  the  schedule,  the  word  "None”  should  be  written  across  the  schedule. 

9.  If  there  is  not  sufficient  space  for  all  entries  under  any  schedule,  use  additional  sheets  of  the  same  size,  numbering  them  consecu- 
tively as  follows:  Schedule  A-l.A-2,  etc.,  and  insert  them  in  the  proper  order  in  the  return. 

10.  Any  property  owned  jointly  or  as  tenants  in  the  entirety,  should  be  entered  under  the  schedule  for  the  particular  kind  of  prop- 
erty involved,  with  a statement  of  the  nature  and  extent  of  the  interest.  Jointly  owned  real  estate,  for  example,  should  be  entered 
on  Schedule  A. 

11.  Property  identified  as  received  from  an  estate  taxed  within  five  years,  or  identified  as  exchanged  for  such  property,  must  be 
entered  in  Schedule  G exclusively  and  not  under  any  other  schedule,  whether  real  estate  or  other  property. 

12.  Further  instructions  will  be  found  under  each  schedule.  Returns  not  in  accordance  with  the  instructions  upon  this  form  will 
not  be  accepted. 
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Estatr  op .....j District  of ..... 

GENERAL  INFORMATION  SHEET. 

Tlie  information  called  for  on  this  page  is  necessary  for  purposes  of  record  and  verification.  Fill  out  all  blanks  carefully. 

The  name  of  the  decedent’s  legal  heirs  and  next  of  kin  are  required  whether  the  decedent  left  a will  or  not.  If  the  will  names 
more  than  ten  beneficiaries,  only  the  names  of  the  ten  principal  beneficiaries  are  required. 

State  whether  decedent  died  testate  or  intestate 

(Answer.) 

Permanent  residence  at  time  of  death 

Actual  place  of  death  Age  at  death 

Business  or  employment- . 

Business  address  


HEIRS  AT  LAW,  LEGATEES,  AND  BEKEFICIAFJES. 


Name. 

Relationship. 

Address. 

j - 

(II  mora  space  is  required,  Insert  additions!  sheets  of  the  same  size.) 

J2 


[Page  2 'of  Form  706.] 
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Estate  of District  of 

SCHEDULE  A. 

REAL  ESTATE. 


INSTRUCTIONS. 

Real  estate  should  be  so  described  that  it  may  be  readily  located.  The  legal  description  is  not  required  unless  necessary  to  show  the 
exact  location.  The  character  of  the  buildings  should  be  stated  and  the  character  and  area  of  unimproved  land.  For  location,  such  de- 
tails as  the  following  may  be  necessary: 

City  oe  town  property. — Street  and  number,  ward,  map  or  subdivision,  block  and  lot,  etc. 

Rural  property. — County,  township,  range,  block  and  lot,  street,  landmarks,  etc. 

If  any  item  of  real  estate  is  subject  to  mortgage,  the  unpaid  balance  of  the  mortgage  should  be  shown  under  “Description.”  The 
full  value  of  the  property  and  not  the  equity  must  be  extended  in  the  value  column.  The  mortgage  must  be  deducted  under  Schedule  J 
of  this  return. 

All  rents  accrued  and  unpaid  should  be  apportioned  to  the  date  of  death  whether  dtie  at  that  time  or  not. 

For  further  instructions  see  Article  13  et  seq.,  Regulations  No.  37,  Revised,  1919. 

Did  the  decedent,  at  the  time  of  death,  own  any  real  estate?  (Answer  ‘'Yes”  or  “No.”) 


Item 

No. 

Description  of  real  estate. 

Assessed  value  for  year 
of  decedent’s  death. 

f Actual  value  on'day 
I of  decedent’s  death. 

Accrued  rents. 

$ 

$ 

$ 

Total  j % 

Grand  Total J $ 


(II  mors  spaco  la  needed,  Insert  additional  sheets  of  same  size.) 

A 3 


[Page”3  of,  Form  706.] 
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Estate  op District  of 

SCHEDULE  B. 

STOCKS  AND  BONDS. 


INSTRUCTIONS. 

Give  a complete  and  adequate  description  of  all  securities,  as  follows: 

Stocks. — State  the  number  of  shares,  exact  title  of  corporation,  common  or  preferred,  par  value,  and  quotation  at  which  returned. 
If  a listed  security  state  principal  exchange  upon  which  sold.  If  unlisted  show  the  address  of  the  issuing  company. 

Examples:  10  shares  American  Car  & Foundry  Co.,  preferred,  par  $100,  at  98;  New  York  Exchange. 

10  shares  Eagle  Manufacturing  Co.,  Red  Bank,  N.  J-,  common,  par  $25,  at  30,  unlisted. 

Bonds. — State  quantity  and  denomination,  exact  title,  kind  of  bond,  interest  rate  and  due  date3.  State  the  exchange  upon  which 
listed  or  the  address  of  company,  if  unlisted. 

Example:  Ten  $1,000  Baltimore  & Ohio  Railway  Co.  first  mortgage  4 per  cent  registered  50-year  gold  bonds,  due  1948,  January, 
April,  July,  and  October,  at  96,  New  York  Exchange. 

Listed  stocks  and  bonds  should  be  returned  at  the  mean  between  the  high  and  low  sale  prices  on  the  day  of  death;  if  there  wa3 
no  sale  on  the  day  of  death,  the  nearest  sale  price,  either  before  or  after  death,  and. within  a reasonable  period  thereof,  shoul  d be  taken . 

Unlisted  securities  which  are  actively  dealt  in  should" be  appraised  upon  the  basis  of  last  sales  prior  to  death.  The  source  of  the 
quotation  should  be  stated. 

Inactive  stock  and  stock  in  close  corporations  should  be  appraised  upon  the  basis  of  net  assets  of  the  company  at  the  time  of  death 
and  its  earning  capacity  during  the  five  preceding  years.  If  such  stock  forme  a material  part  of  the  estate  there  must  be  submitted 
copies  of  statement  of  assets  and  liabilities  as  of  tne  date  of  death  and  for  each  of  the  five  years  preceding  death,  and  a statement  of 
net  earnings  per  year  for  tho  same  period. 

Securities  returned  as  of  no  value,  nominal  value,  or  obsolete  should  be  listed  last,  and  the  address  of  the  company  and  the  State  and 
date  of  incorporation  should  be  stated,  if  obtainable  from  the  certificate.  Copies  of  correspondence  or  statements  of  reasons  for  return 
at  no  value  should  be  retained  for  inspection. 

Interest  on  bonds  should  be  apportioned  to  the  date  of  death  computed  u pon  the  basis  of  360  days  to  the  year  and  returned  in 
^interest  column.  Dividends  upon  stock  declared  prior  to  death  must  be  returned  separately  unless  reflected  in  the  price  at  which 
the  stock  is  returned. 

For  further  instructions  see  Article  15  et  seq.,  Regulations  No.  37,  Revised,  1919. 

Did  the  decedent  own  any  stocks  or  bonds?  (Answer  “Yes”  or  “No.”)  


(IX  more  space  Is  needed,  Insert  additional  sheets  oi  same  sire.) 


B. 


[Page  4 of  Form  706.] 
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Estate  op District  of  — 

SCHEDULE  C. 

MORTGAGES,  NOTES,  CASH,  AND  INSURANCE. 


INSTRUCTIONS. 

Tne  lour  classes  of  property  on  this  schedule  should  be  listed  separately  in  the  order  given. 

Mortgages. — State  (1)  face  value  and  unpaid  balance,  (2)  date  of  mortgage,  (3)  name  of  maker,  (4)  property  mortgaged,  (5)  interest 
dates  and  rate  of  interest.  For  example:  Bond  and  mortgage  for  $5,000,  unpaid  balance  $5,000;  dated  January  1,  1910,  John  Doe  to 
Richard  Roe;  premises  22  Clinton  St.,  Newark,  N.  J.;  interest  payable  at  6 per  cent  per  annum  January  1 and  July  1;  interest  paid  to 
January  1,  1912. 

Notes,  Promissory. — Give  similar  data. 

Cash  in  Possession. — List  separately  from  bank  deposits. 

Cash  in.  Bank. — Name  bank' and  amount  in  each  bank  and  give  serial  number  of  account.  Include  accrued  interest  in  income 
column,  or  indicate  if  included  in  total  on  deposit. 

Insurance. — The  proceeds  of  all  life  insurance  to  whomsoever  payable  must  be  returned  regardless  of  value.  Insurance  payable 
to  executor  must  be  returned  first.  State  (1)  name  of  company,  (2)  number  of  policy,  (3)  name  of  person  receiving  insurance.  Include 
full  amount  received. 

IMPORTANT. — If  there  is  insurance  payable  to  beneficiaries  other  than  the  executor,  deduction  may  be  taken  at  bottom  of  this 
page  equal  to  the  amount  returned  for  such  insurance,  but  not  exceeding  $40,000. 

For  further  instructions  see  Article  34  et  seq.,  Regulations  No.  37,  Revised,  1919. 

(1)  Did  the  decedent,  at  the  time  of  his  death,  own  any  mortgages,  notes,  or  cash?  (Answer  “ Yes”  or 
“No.”) 


(2)  Was  anv  insurance  payable  on  life  of  decedent  to  executor?  (Answer  “Yes”  or  “No.”) 

(3)  Was  any  insurance  payable  on  life  of  decedent  to  beneficiaries  other  than  executor?  (Answer  “Yes” 

or  “No.”) 

Item 

No. 

Description. 

Value  on  day  of  death. 

Income  accrued  to  date  of 
death. 

f 

$ 

Less  amount  of  insurance  payable  to  beneficiaries  other  than  the  executor  not 
in  excess  of  $40,000 

$ . ...  

********** 

Total  Taxable 

$ - 

«; 

Grand  Total 

S 

(If  more  space  is  needed,  insert  additional  sheet  of  same  size.) 
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ESTATE  TAX  REGULATIONS 


Estate  of 


District  of 


SCHEDULE  D. 

OTHER  MISCELLANEOUS  PROPERTY. 


INSTRUCTIONS. 


Under  this  schedule  include  all  items  of  gross  estate  not  returned  under  another  schedule,  including  the  following:  Debts  due  the 
decedent;  interests  in  business;  claims,  rights,  royalties,  and  pensions;  leases,  judgments,  choses  in  action,  shares  in  estates  of  decedents 
or  trust  funds;  transfer  value  of  fire  and  other  protective  insurance;  household  goods  and  personal  effects,  including  wearing  apparel; 
farm  products  and  growing  crops;  live  stock,  automobiles,  etc. 

When  an  interest  in  a copartnership  or  unincorporated  business  is  returned,  submit  in  duplicate  statement  of  assets  and  liabilities 
as  of  date  of  death  and  for  the  five  years  preceding  death,  and  statement  of  the  net  earnings  for  the  same  five  years.  Good  will  must 
be  accounted  for. 

In  listing  automobiles  give  make,  modol,  and  year. 

Did  the  decedent,  at  the  time  of  his  death,  own  any  interest  in  a copartnership  or  unincorporated  business? 
(Answer  “Yes”  or  “No.”) 

Did  the  decedent,  at  the  time  of  his  death,  own  any  miscellaneous  property  not  returnable  under  any  other 
schedule?  (Answer  “Yes”  or  “No.”) 


Item 

No. 

Description. 

Value  on  day  of  death. 

Accrued  Income. 

S 

§ 

Total - ...  . 

$ 

$ 

Gra-nd  Total 

S 

(If  more  space  Is  needed,  Insert  additional  sheet  of  same  size.) 
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ESTATE  TAX  REGULATIONS. 


E6Tate  op District  of 


imtsiC 


SCHEDULE  E. 


TRANSFERS. 


INSTRUCTIONS. 

All  gifts  and  transfers,  including  trusts,  of  a material  part  qfj  the.  qstate,  made  or  executed  by  the  decedent  within  two  years  prior 
to  the  date  of  death,  other  than  by  a bona  fide  sale,  for  a'  fair  consideration  in  money  or  money’s  worth,  must  be  returned  under 
this  schedule  and  the  value  of  the  property  shown  in  the  first  column.  The  value  must,  also  bp  extended  into  the  second  , column  for 
inclusion,  in  the  gross  estate  unless  the  executor  has  clear  evidence , tp  show  that  the  transfers  hr  question  were  not  ip  fact  made  i* 
contemplation  of  death. 

All  gifts  and  transfers  made  in  contemplation  of  death  or  tp  take  effect  at  or  after  , death  without  such,  consideration,  are  taxable 
and  must  be  included  in  the  gross  estate  regardless  of  the  date  of  transfer:  All  transfers  of  a material  part  of  the  decedent’s  estate 
made  more  than  two  years  prior  to  death  muet  be  returned  under  this  schedule,  but  the  value  need  not  be  extended  into  tfie  second 
column  if  the  executor  desires  to  contend  that  the  transfers  ■ricre  'Hot  blade  in  contetnplation  of  death. 

In  all  cases  where  a transfer  or  gift  is  listed  under  thi^' Schedule,  btit  the  Value  hot  extended  into  the  second  column  for  inclusion 
in  the  gross  estate,  the  executor  is  required  to  submit  as  a part  of  the  return  documentary  evidence  in  the  form  of  affidavits  fully 
setting  forth  all  the  facts  and  circumstances  indicating  the  iht^fit'  6f  the  detedent  in  making  the  translerl 
Where  the  transfer  was  effected  by  deed  of  trust,  copy  of  such  instrument  should  be  filed  in  duplicate. 

Make  full  entry,  giving  name  of  transferee,  date  and  form  of  transfer,  description  of  property^  and  value  at  time  of  death. 

For  further  instructions  see  Article  22  et  seq.,  Regulations  No.  37,  Revised,  1919. 

(1)  Did  the  decedent,  during  the  period  within  two  years  prior  to  death,  make  any  transfer  of  a material 

portion  of  his  estate  in  the  nature  of  a final  disposition  or  distribution  thereof  without  a fair  con- 
sideration in  money  or  money’s  worth?  (Answer  “Yes”  or  “No” ) 

(2)  Did  the  decedent,  at  any  time  prior  to  two  years  before  his  death,  make  any  transfer  or  create  any  trust 

in  contemplation  of  or  intended  to  take  effect  at  or  after  death  without  consideration?  (Answer  “Yes” 
or  “No.”) 

(3)  Did  the  decedent,  at  any  time,  make  a transfer  of  a material  portion  of  his  estate  without  consideration, 

but  not  believed  to  be  in  contemplation  of  death  or  intended  to  take  effect  at  or  after  death  ? (Answer 
“Yes”  or  “No”) 

(4)  What  trusts,  if  any,  created  by  the  decedent,  were  in  existence  at  the  time  of  his  death  ? 


Details  of  transfer. 


Value  on  day  of  death. 


Value  to  be  included  i 
gross^estate. 


Total.. 


$ 


Grand  Total, 


_ S. — . — .... 


(If  more  space  is  needed,  insert  additional  sheets  of  same  size.) 
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ESTATE  TAX  REGULATIONS. 


Estate  of . - District  of. 

SCHEDULE  F. 

POWERS  OF  APPOINTMENT. 


INSTRUCTIONS. 

Property  passing  under  n general  power  of  appointment  exercised  in  the  decedent’s  will  must  be  returned.  If  the  decedent 
exercised  a general  power  by  deed,  the  property  must  bo  included  in  the  gross  estate  if  the  deed  Was  made  in  contemplation  of  death 
or  intended  to  take  effect  at  or  after  death,  except  where  executed  for  a fair  consideration  in  money  or  money’s  worth. 

Certified  copy,  in  duplicate,  of  the  will  or  deed  conferring  the  power  upon  the  decedent,  and  of  the  instrument  by  which  the 
power  was  exercised,  must  be  filed  with  the  return. 

Property  passing  under  the  exercise  of  a power  of  appointment  should  not  be  listed  under  any  other  schedule. 

For  further  instructions  Bee  Article  SO  et  seq.,  Regulations  No.  37,  Revised,  1919. 

(1)  Did  the  decedent,  at  any  time,  by  will  or  otherwise,  transfer  property  by  the  exercise  of  a general  power 

of  appointment?  (Answer  “Yes”  or  “No.”) 

(2)  Did  the  decedent,  at  any  time,  by  will  or  otherwise, ..exercise  a limited  power  of  appointment?  (Answer 

“Yes”  or  “No.”) 


Item 

No. 

Description  and  details. 

) Value  on  day  of  death. 

Accrued  income. 

S 

$ 

Total ..... 

$ 

$ 

Grand  Total, 

(If  more  space  is  needed,  insert  additional  sheet  of  same  size.) 
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Estate  tax  regulations.  . 


Estate  o£  District  op 

SCHEDULE  G. 

PROPERTY  IDENTIFIED  AS  TAXED  WITHIN  5 YEARS. 

(Taxed  under  Act  of  October  3,  1917,  or  Revenue  Act  of  1918.) 


INSTRUCTIONS. 

Before  executing  this  schedule  read  carefully  Articles  50  et  Seq.  and  62,  under  Regulations  No.  37,  Revised,  1919. 

Property  identified  as  received  from  an  estate  taxed  within  five  years,  or  acquired  in  exchange  for  such  property,  must  be  included 
in  this  schedule  and  deduction  taken  under  Schedule  K.  In  order  to  be  entitled  to  this  exemption,  the  first  decedent  must  have  died 
subsequent  to  October  3, 1917,  and  the  second  decedent  must  have  died  on  or  after  February  25,  1919.  The  exemption  is  limited  to  the 
identical  property  received  or  property  identified  as  acquired  by  first  exchange  of  such  property.  No  exemption  is  permitted  for  prop- 
erty acquired  by  a second  or  subsequent  exchange. 

If  property  identified  as  acquired  by  first  exchange  is  listed,  it  must  be  listed  in  such  manner  as  to  indicate  that  fact  and  to  show 
the  original  property  received  from  the  first  estate. 

If  property  is  acquired  by  exchange,  the  full  value  of  the  property  must  be  entered  in  this  schedule  and  carried  forward  to  the 
recapitulation  of  the  gross  estate,  even  though  the  present  decedent  gave  additional  valuable  consideration  over  and  above  the  value 
of  the  property  given  in  the  exchange.  In  such  cases  there  should  be  deducted  in  the  space  provided  below  the  proportion  of  the  pres- 
ent value  of  the  property  received  in  exchange  that  the  additional  consideration  bore  to  the  entire  consideration  given.  For  example: 
An  item  of  property  valued  at  $10,000  is  exchanged  for  an  item  of  property  valued  at  $15,000,  $5,000  additional  being  given  by  the 
decedent.  The  full  value  of  the  property  received  in  exchange  should  be  listed  in  this  schedule,  but  one-third  of  the  present  value 
should  be  deducted  in  the  space  below  before  the  total  is  carried  forward  to  Schedule  K as  a deduction. 

Unless  property  can  be  clearly  identified,  the  deduction  can  not  be  taken.  The  burden  of  proof  rests  upon  the  person  claiming 
the  deduction. 

If  property  of  this  nature  has  been  received  from  more  than  one  estate,  give  separate  statements  for  each  estate,  repeating  the  heading 
given  below: 

Estate  of  Prior  Decedent. 

Name  of  decedent Date  of  death 

Residence  at  time  of  death 4. * . 

Name  and  address  of  administrator  or  executor •_ 


Return  filed  with  collector  at. 


Item 

No. 

Description  of  property. 

Value  on  day  of  death. 

Accrued  income. 

$ 

$ 

Total  to  be  included  in  the  gross  estate 

f - - 

$ 

Less  proportion  of  present  value  of  property  acquired  by  exchange  representing 
proportion  of  additional  consideration  given  (see  above) 

Total  to  be  Taken  as  Deduction  (see  Schedule  K) 

S • 

S 

(If  more  space  is  needed,  insert  additional  shceis  of  same  size.)" 
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ESTATE  TAX  REGULATIONS. 


Estate  of 


..... District  of  ................. 

SCHEDULE  H. 

FUNERAL  EXPENSES  AND  ADMINISTRATION  EXPENSES. 


INSTRUCTIONS. 

Funeral  expenses  and  miscellaneous  administration  expenses  should  be  itemized.  Give  name  of  creditor  and  exact  nature  of 
expense.  Preserve  all  vouchers  and  receipts  for  inspection. 

No  deduction  may  be  taken  upon  the  basis  of  a vague  or  uncertain  estimate,  but  a close  estimate  is  deductible.  Where  the  amount 
is  estimated,  indicate  that.fact. 

Executors’  or  administrators’  commissions  may  be  estimated,  provided  that  the  commissions  will  be  awarded  by  the  court  of  probate 
jurisdiction  or  allowed  in  a probate  account  and  will  be  paid. 

Attorneys’  fees  should  be  entered  in  the  exact  amount  paid  or  to  be  paid.  In  the  absence  of  an  award  by  the  court,  this  item  is 
not  deductible  in  these  States  where  the  fee  is  a charge  against  the  executor  and  not  against  the  estate. 

Estate,  legacy,  succession,  and  inheritance  taxes,  and  taxes  on  income  accrued  after  deaths  are  not  deductible. 

For  further  instructions  6ee  Articles  37  et  seq.  and  59  et.  seq.,  Regulations  No.  37,  Revised,  1919. 
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TAX 


8-21-19. 


ESTATE  TAX  REGULATIONS. 


EflTATH  OF 


‘.I DISTRICT  OF 

SCHEDULE  I. 

DEBTS  OF  DECEDENT. 


INSTRUCTIONS. 

Itemize  fully  below  all  valid  debts  of  the  decedent  due  and  owing  at  the  time  of  death.  Preserve  all  vouchers  for  inspection. 

If  deduction  is  claimed  for  a debt,  the'amount  of  which  is  disputed  or  the  subject  of  litigation,  only  such  amount  may  be  deducted 
as  the  estate  concedes  to  be  a valid  claim.  The  fact  of  litigation  should  be  stated.  If  any  debt  has  been  canceled  by  the  creditor,  no 
deduction  may  be  taken. 

Enter  notes  unsecured  by  mortgage  under  this  heading  and  give  full  details,  including  name  of  payee,  face  and  unpaid  balance, 
date  and  term  of  note,  interest  rates  and  date  to  which  interest  was  paid  prior  to  death. 

Care  imjst  be  taken  to  state  the  exact  nature  of  the  claim  as  well  as  the  name  of  the  creditor.  If  tie  claim  is  for  services  rendered 
over  a period  of  time,  state  the  period  covered  by  the  claim.  Example:  January  1,  1919.  Edison  Electric  Illuminating  Company,  for 
electric  service  during  December,  1918,  $25. 


Creditor  and  noturo  of  claim. 


Total  .... 


(If  more  space  Is  needed,  Insert  additional  sheets  of  same  size.) 
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ESTATE  TAX  REGULATIONS 


Estate  oE 


....... District  op 

SCHEDULE  J. 

MORTGAGES,  NET  LOSSES,  AND  SUPPORT  OF  DEPENDENTS. 


INSTRUCTIONS. 


Mohtoaoe9. — Give  location  of  property,  name  of  mortgagee,  date  and  term  of  mortgage,  amount  and  unpaid  balance,  rate  of  intent, 
date  to  which  interest  waa  paid  prior  to  death.  Enter  in  second  column  accrued  intereat  apportioned  to  date  of  death.  Unsecured 
notes  should  be  listed  under  Schedule  I. 

Losses —Losses  are  strictly  limited  to  net  losses  arising  from  fire,  storm,  shipwreck,  or  other  casualty,  or  from  theft  to  the  extent 
that  such  losses  are  not  compensated  for  by  insurance.  Losses  must  occur  during  the  settlement  of  the  estate.  Depreciation  in  the 
value  of  securities  does  not  constitute  a deductible  loss  In  listing  losses,  specify  nature.  If  insurance  was  received  on  account  of  losq 
state  the  amount  collected. 

Support  op  Dependents. — No  deduction  mav  be  taken  under  this  item  unless  the  local  law  permits  the  allowance,  the  local  court 
has  made  a decree  specifying  the  amount  thereof,  and  in  fact  the  allowance  was  reasonably  required  for  the  support  of  the  person  in 
question,  lu  listing  this  item,  give  the  names  of  the  dependents  and  their  relationship. 

For  further  instructions  see  Article  47  et  seq.  and  61,  Regulations  No.  37,  Revised,  1919. 


Item 

Mortgages. 

Amount 

Accrued  interest. 

$ 

i 

Total 

$ 

$ 

Ghand  Total 

$ 

(If  more  space  is  needed,  insert  additional  sheets  of  same  size.) 


Item 

No. 


Total 


Net  losses  during  administration. 


$ 


T 1- I $■ 

(If  more  space  is  needed,  msert  additional  sheets  of  samo  size.) 


Item 

No. 

Support  of  dependents 

Amount. 

$ 

Total  . . 

$ 

(If  more  space  is  needed,  insert  addltona!  sheets  of  same  size.) 
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ESTATE  TAX  REGULATIONS 


Estate  of Distriot  of 

SCHEDULE  K. 

PROPERTY  IDENTIFIED  AS  TAXED  WITHIN  FIVE  YEARS. 


INSTRUCTIONS. 

Enter  in  this  schedule,  by  separate  estates  if  more  than  one  estate  is  involved,  the  total  amount  deductible  t-  representing  property 
received  from  an  estate  taxexl  within  five  years  or  acquired  by  exchange  for  property  so  received,  as  set  forth  in  nedule  G. 

IMPORTANT.— Care  must  be  observed  to  enter  in  this  schedule  only  the  present  value  of  the  property  actually  received,  or  if 
such  property  has  been  exchanged  for  other  property,  the  present  value  of  such  other  property.  Where  the  exchange  was  equal,  the, 
full  present  value  should  be  entered.  Where  the  decedent  in  acquiring  such  other  property  gave  additional  consideration,  there  should 
be  deducted  such  proportion  of  the  present  value  of  the  property  acquired  in  exchange  as  the  value  of  the  original  property  bore  to 
the  entire  consideration  given. 

For  further  Instructions  see  Article  50  et  seq.  and  62,  Regulations  No.  37,  Revised,  1919. 


Item 

No. 

Name  of  prior  decedent. 

Address. 

Date  of  death. 

Amount. 

$ 

Total 

$ 

(If  more  space  is  needed,  insert  additional  sheets  of  same  size.) 


CHARITABLE,  PUBLIC,  AND  SIMILAR  GIFTS  AND  BEQUESTS. 

When  a deduction  is  claimed  under  this  schedule,  there  must  be  submitted  (1)  certified  copy  of  will  or  instrument  of  gift,  (2)  receipt 
or  statement  showing  payment  or  acceptance,  (3)  affidavit  of  executor,  showing  whether  will  has  been  or  will  be  contested,  (4)  such 
other  document  or  evidence  as  may  be  specified  by  the  Bureau. 

For  further  instructions  see  Article  53  et  seq.  and  63,  Regulations  No.  37,  Revised,  1919. 


Item 

No. 

Name  and  address  of  beneficiary. 

Character  of  institution. 

Amount. 

1 

1 

$ 

Total , 

? 

K 


(If  more  space  is  needed,  insert  additional  sheet  of  same  size.) 
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ESTATE  TAX  REGULATIONS 


RECAPITULATION,  RATES  OF  TAX  AND  TAX  DUE,  AND  JURAT. 


Sched- 

ule. 

Gross  estate. 

Value. 

A 

B 

C 

D 

E 

F 

G 

$ 

Property  identified  aa  taxed  within  five  years 

Total  Gross  Estate 

Sched- 

ule. 

Amount. 

H 

I 

J 

K 

Funeral  expenses _ 

| 

Administration  expenses: 

Executor’s  fee - 

Attorney’s  fee  

Miscellaneous 

Debts  of  decedent 

Unpaid  mortgages ... 

Net  losses  during  settlement 

Support,  of  dependents 

Property  identified  as  taxed  within  five  years. 

Charitable,  public,  and  similar  bequests 

Specific  exemption  (resident  decedents  only) 

Total  Deductions 

Total  cross  estate  

Total  d 
1 

[eductions  _ 

$et  Estate  for  Tax 

14 
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ESTATE  TAX  REGULATIONS. 


ESTATE  OF  NONRESIDENT. 

If  the  decedent  was  not  fi.  resident  of  the  United  States,  Hawaii,  or  Alaska,  the  total  value  of  the  gross 
estate,  wherever  situated,  must  be  shown  here. 


1,  Gross  Umted'  States  an  shown  above — . 

$ 

2.  Gross  estate  outside  United  States.,.. — — 

Torr*Tf  Ww«**v**t  Ww***®--  T - . ...  ....... 

3.  Total  legal  deductions  . .... . 

Totat,  N*!T  SrmATF.n 

4.  Portion  of  gross  estate  in  United  States: 

fipWiitfl  ir  ...  

6.  Net  estate  for  tax 

RATES  AND  TAX  DDE. 


Dati 

: or  Death  ...... 

-BBSS 

: 

NM  ESTATX. 

(D 

(2) 

(3) 

(4) 

W 

&SSB; 

Amount  of  tax. 

Exceeding- 

Not  exceeding- 

Amount  ol  block. 

Rau  per  cent. 

Rate  por  cent. 

Rate  per  cent. 

Rate  per  cent. 

$50,000 

$50,000 

1 

1* 

2 

1 

f- 

$50,000 

150,000 

100,000 

2 

3 

4 

2 

150,000 

250,000 

100,000 

3 

4* 

6 

3 

250,000 

450,000 

200,000 

4 

6 

- 8 

4 

450,000 

750, 000 

300, 000 

5 

7J 

10 

6 

750,000 

1, 000, 000 

250,000 

5 

71 

10 

S 

1,000,000 

1, 500,000 

500,000 

6 

9 

12. 

10 

1, 500, 000 

2, 000, 000 

500, 000 

6 

9 

12 

12 

2, 000, 000 

3,000,000 

1,000,000 

7 

10 

14 

14 

3,000,000 

4, 000, 000 

1, 000, 000 

8 

12 

16 

16 

4, 000,000 

5, 000, 000 

1,000,000 

9 

13^ 

18 

18 

5,000,000 

6, 000, 000 

1,000,000 

10 

15 

20 

20 

6, 000, 000 

7,000,000 

1,000,  ooo 

10 

15 

20 

20 

7,000,000 

8,000,000 

1,000,000 

10 

15 

20 

20 

8, 000, 000 

9,000,000 

1,000,000 

10 

15 

22 

22 

9, 000, 000 

10,000,000 

1,000,000 

10 

15 

22 

22 

10,000,000 

10 

15 

25 

25 

Total  Tax  — 

S 
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ESTATE  TAX  REGULATIONS 


JURAT  FOR  EXECUTORS  AND  ADMINISTRATORS. 


the  undersigned  execut. — administrat ., do  hereby  solemnly  swear-affirm  that  on  the  .... day  of 

19 , the . court  at ... ... 

4, granted  letters  testamentary  or  of  administration  upon  the  estate  of  the  foregoing  named  decedent  to 

j. ; that have  made  diligent  search  for  property  of  every  kind  left  by  the  decedent;  that 

have  parefully  read  the  instructions  printed  on  this  form;  that  hereon  is  listed  all  of  the  property,  tangihle  and  intangible, 

forming  the  gross  estate  of  the  decedent  so  far  as  it  has  come  to knowledge  and  information;  that have  no 

knowledge  of  any  transfers  made  or  trusts  created  in  contemplation  of  death  or  to  take  effect  at  or  after  death,  except  as  stated  on  Sched- 
ule E;  that  to  the  best  of knowledge,  information,  and  belief  the  value  shown  for  each  item  of  property  listed  hereon  was 

the  actual  and  full  value  of  the  same  at  the  time  of  decedent’s  death;  and  that  the  debts,  expenses,  and  charges  entered  hereon  as 
deductions  from  the  gross  estate  are  correct  and  legally  allowable. 

JURAT  FOR  BENEFICIARIES,  CUSTODIANS,  AND  TRUSTEES. 


I-We  _ 

the  undersigned  beneficiar — Custodian — Trustee,  do  hereby  solemnly  swear-affirm  that have  carefully  read  the 

instructions  printed  on  this  form;  that  hereon  is  listed  all  of  the  property,  tangible  or  intangible,  contained  in  the  gross  estate  of  the 

decedent  which  has  come  into possession  and  control;  that  to  the  best  of knowledge,  information,  and  belief, 

the  value  shown  for  each  item  of  property  listed  hereon  was  the  actual  and  full  value  of  the  same  at  the  time  of  the  decedent’s  death; 
and  that  the  debts,  expenses,  and  charges  entered  hereon  as  deductions  from  the  gross  estate  are  correct  and  legally  allowable. 


(Name) 

(Address). 


(Name) ..... 

(Address). 


(Name).. 

(Address). 


Subscribed  and  sworn  to  before  me.  at.~-~., — 

this day  of..... — — ... 19. 


Notary  Public— Deputy  Collector. 

Note.— If  there  is  more  than  one  executor  or  administrator  all  must  sign  and  swear  to  the  return. 
Attorney’s  name  and  address ... — 
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ESTATE  TAX  REGULATIONS. 


RULINGS,  REGULATIONS,  OPINIONS,  AND  DECISIONS 

UNDER  THE 
ESTATE  TAX  LAW. 


40  Comment:  [The  regulations  immediately  following,  in  small 

301  type,  are  those  issued  under  the  Estate  Tax  Act  of  September  8, 
313  1916,  under  that  Act  as  amended  by  the  Act  of  March  3,  1917, 

and  under  the  Act  of  October  3,  1917.  For  the  assessment  and 
collection  of  any  estate  taxes  accrued  by  virtue  of  such  Acts, 
see  1F39.  The  taxes  imposed  by  the  present  Act  apply  only  in 
case  of  death  after  the  passage  of  this  Act.] 

41  Increase  in  Rates  of  Taxation  Upon  Estates  of  Decedents  Dying  On  and  After 
October  4,  1917. — The  revenue  Act  of  October  3,  1917,  by  amendment  to  the 

original  Act  of  September  8,  1916,  as  amended  by  the  Act  of  March  3,  1917,  increases 
the  graduated  rates  of  taxation  upon  the  taxable  estates  of  decedents  dying  after  the 
passage  thereof.  In  view  of  the  fact  that  this  is  the  second  amendment  providing  increased 
rates  over  those  contained  in  the  original  act,  it  is  deemed  advisable,  in  order  to  secure 
uniformity  in  results  and  avoid  confusion,  that  the  following  tabulation  be  brought  specially 
to  the  attention  of  those  officers  whose  duties  include  the  computation  of  taxes  upon  the 
net  estates  of  decedents. 

Rates  of  Taxation  Upon  Net  Estates. 

Date  of  Death 


Sept.  9, 

Mar.  S. 

1916,  to 

1917,  to 

On  and 

Mar.  2, 

Oct.  3, 

After 

1917, 

1917, 

Oct  4, 

Inclusive 

Inclusive 

1917 

Net 

estate 

not  exceeding 

$50,000  

1% 

1 K% 

2% 

Net 

estate 

$50,000— 

150,000  

2% 

3% 

4% 

Net 

estate 

150,000— 

250,000  

3% 

6% 

Net 

estate 

250,000— 

450,000  

4% 

6% 

8% 

Net 

estate 

450,000— 

1,000,000  

5% 

7H% 

10% 

Net 

estate 

1,000,000— 

2,000,000  

9% 

12% 

Net 

estate 

2,000,000— 

3,000,000  

7% 

io  H% 

14% 

Net 

estate 

3,000,000— 

4,000,000  

8% 

12% 

16% 

Net 

estate 

4,000,000— 

5,000,000  

9% 

13H% 

18% 

Net 

estate 

5,000,000— 

8,000,000  

10% 

15% 

20% 

Net 

estate 

8,000,000— 

10,000,000  

10% 

15% 

22% 

Net 

estate 

exceeding 

10,000.000  

10% 

15% 

25% 

(For  rates  in  case  of  death  after  the  passage  of  the  Revenue  Act  of  1918  see  ^[5.) 

42  It  will  be  noted  that  the  rates  provided  in  the  original  act  are  computed  upon 
the  net  estate  of  every  decedent  dying  on  and  after  September  9,  1916,  to  and  includ- 
ing March  2,  1917;  the  rates  provided  in  the  amendment  of  March  3,  1917,  apply  to  the 
net  estate  of  every  decedent  dying  on  and  after  March  3,  1917,  to  and  including  October 
3,  1917;  the  rates  provided  in  the  amendment  of  October  3,  1917,  apply  to  the  net  estate 
of  every  decedent  dying  on  and  after  October  4,  1917. 

The  amendment  of  October  3,  1917,  exempts  from  the  additional  tax  imposed 

43  by  Title  IX  of  this  Act  the  transfer  of  the  net  estate  of  any  decedent  dying  while 
serving  in  the  military  or  naval  forces  of  the  United  States  during  the  continu- 
ance of  the  war  in  which  the  United  States  is  now  engaged  or  if  death  results  from  injuries 
received  or  disease  contracted  in  such  service,  within  one  year  after  the  termination  of 
such  war.  It  will  be  noted,  however,  that  this  exemption  does  not  affect  the  operation 
of  the  original  act  and  the  amendment  thereto  of  March  3,  1917,  in  its  application  to  the 
net  estates  of  the  decedents  above  mentioned.  Therefore  the  net  estates  of  the  military 
and  naval  decedents  specified  above  are  taxable  at  the  rates  imposed  in  the  March  3,  1917, 
act.  (T.  D.  2535,  Oct.  9,  1917.) 
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44  Instructions  for  Executing  Form  706,  Revised  Tuly,  1917. — The  following  instruc- 
tions for  executing  Form  706,  revised  July.  1917,  are  issued.  An  allotment  of 

this  decision  (No.  2513)  will  be  furnished  each  collector,  and  a copy  should  be  transmitted 
with  Form  706  to  every  executor  or  other  representative  of  an  estate  required  to  make 
return.  A copy  of  Regulations  No.  37,  revised  May,  1917,  ^80,  should  also  be  furnished 
in  every  such  case. 

1.  If  decedent  maintained  more  than  one  residence,  his  principal  residence 

45  (actual  domicile)  determines  the  internal-revenue  district  in  which  return  must 
be  filed  and  tax  paid. 

2.  If  decedent  was  a non-resident  and  his  sole  property  within  the  United  States, 

46  Hawaii,  or  Alaska  was  stock  or  bonds  of  an  American  corporation,  his  return 
should  be  filed  with  the  collector  in  whose  district  the  head  office  of  the  corpora- 
tion is  located,  unless  the  estate  has  a representative  in  this  country  having  the  stocks 
or  bonds  in  charge,  in  which  case  the  return  may  be  filed  with  the  collector  in  whose  district 
the  representative  has  his  office.  [Read  at  paragraph  208.] 

3.  In  describing  realty  it  may  not  be  necessary  to  recite  the  whole  description 

47  on  the  deed,  but  sufficient  data  should  be  given  in  each  case  to  permit  an  immedi- 
ate and  exact  location  by  a Government  officer.  For  example:  W.  sec.  2, 

tp.  20,  Madison,  111.;  or  House  and  lot,  125,  So.  Main  St.,  Auburn,  N.  Y. 

4.  If  accrued  income  has  been  reduced  to  cash  prior  to  death  and  is  included 

48  in  “cash  in  bank”  or  otherwise  accounted  for  on  the  return,  it  should  not  be  set 

up  in  the  income  column. 

5.  Under  item  2 there  must  be  shown  every  gift  or  transfer  of  material  value 

49  made  or  effected  by  decedent  within  two  years  prior  to  day  of  death.  With  the 
return  may  be  submitted  such  evidence  as  the  estate  elects  to  submit  showing 

whether  the  gift  or  transfer  was  made  in  contemplation  of  death,  and  the  question  of  taxa- 
bility will  be  ruled  upon  by  the  Commissioner  before  the  assessment  against  the  estate  is 
confirmed.  Every  gift  or  transfer  made  in  contemplation  of  or  intended,  to  take  effect 
at  death  must  be  returned,  regardless  of  the  date  when  made  or  effected. 

6.  The  highest  selling  price  of  stocks  and  bonds  on  the  day  of  death  fixes  the 

50  value  to  be  returned;  or  if  no  sale,  then  the  highest  bid  price.  If  the  stocks  or 
bonds  are  not  listed  on  the  market,  the  executor  may  set  up,  from  the  best  evidence 

he  possesses,  a value  that  he  deems  the  true  value  as  of  the  day  of  decedent’s  death.  [See 
1146.] 

7.  If  the  bulk  of  the  estate  is  community  property  held  in  legal  partnership  by 

51  decedent  and  spouse,  its  value  should  not  be  shown  under  item  4,  but  decedent’s 
legal  share  should  be  returned  under  the  several  items,  realty,  stocks  and  bonds, 

etc.;  otherwise  the  jointly  owned  property  should  be  exactly  described  under  item  4. 

8.  No  item  of  deductions  can  be  taken  in  excess  of  an  amount  actually  expended, 

52  or  if  expended,  in  excess  of  the  limit,  if  any,  set  upon  such  expenditure  by  the  local 
law. 

53  9.  Mortgages  resting  on  decedent’s  property  should  be  shown  under  “Deduc- 
tions” and  the  full  value  of  the  mortgaged  realty  should  be  shown  under  item  1 

of  ‘‘Gross  estate.”  A similar  rule  must  be  applied  with  regard  to  hypothecated  personalty. 

10.  It  should  be  noted  that  deductible  losses  are  strictly  limited  to  those  arising 

54  from  fires,  storms,  shipwreck,  or  other  casualty,  and  theft,  when  not  compen- 
sated for,  by  insurance  or  otherwise. 

55  11.  If  discount  is  taken  in  paying  State  inheritance  or  transfer  tax,  only  the  net 
amount  of  the  payment  can  be  deducted. 

56  12.  A non-resident’s  estate  will  show  under  items  of  the  “Gross  estate”  only 
the  gross  estate  within  the  United  States,  but  will  show  under  “Deductions” 

the  entire  legal  deductions  wherever  incurred.  It  will  then  show  in  the  space  subjoined 
to  “Recapitulation”  the  whole  gross  estate  wherever  situated  and  compute  in  accordance 
with  Article  XXIII  of  Regulations  No.  37,  revised  May,  1917,  [If  107],  the  allowable  share 
of  total  deductions. 

13.  The  initial  rates  of  tax  apply  if  the  decedent  died  between  September  9, 

67  1916,  and  March  2,  1917,  inclusive.  The  rates  50  per  cent  higher  apply  if  the 
decedent  died  on  or  after  March  3,  1917. 

68  14.  In  computing  discount,  follow  carefully  T.  D.  2497  [1[67],  of  June  4,  1917. 

59  15.  In  the  jurat,  cross  out  the  inapplicable  word,  so  that  the  return  will  certainly 
show  whether  it  is  submitted  as  tentative  or  final. 

60  16.  Further  instructions  are  set  forth  fully  in  Regulations  No.  37,  revised,  copy 
of  which  may  be  secured  from  the  collector. 

61  17.  Remember  that  return  and  tax  payment  must  be  in  the  collector's  hands  before 
the  year  from  the  day  of  death  has  expired.  (T.  D.  2513,  July  16,  1917.) 
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62  Conditions  Under  which  Tentative  Return  May  be  Filed  and  Advance  Tax  Pay- 
ment Accepted. — Receipt  is  acknowledged  of  your  report  of  the  7th  instant  with 

regard  to  the  liability  to  estate  tax  of  the  estate  of . You  make  specific  inquiry 

with  regard  to  the  allowance  of  certain  estimated  deductions  from  the  gross  estate  which 
were  shown  by  the  executor  upon  his  preliminary  return. 

Section  204  [H126]  of  the  taxing  act,  in  which  provision  is  made  for  the  allowance 

63  of  a discount  of  5 per  cent  for  payment  of  tax  before  the  expiration  of  one  year 
from  the  death  of  the  decedent,  does  not,  of  course,  contemplate  that,  in  order 

to  take  advantage  of  this  discount,  executors  shall  be  permitted  to  make  vague  and  in- 
accurate estimates  of  the  value  of  the  gross  estate,  or  the  extent  of  the  legal  deductions  there- 
from. If  executors  were  permitted  to  make  returns  which  were  mere  estimates  it  is  obvious 
that  they  might  oftentimes  estimate  the  gross  estate  conservatively  and  estimate  the  de- 
ductions generously,  or,  at  least,  it  could  be  not  assumed  that  this  had  not  been  done,  and 
it  would,  therefore,  be  necessary  that  in  every  case,  after  the  final  accounting  of  the  exe- 
cutors, the  Government  should  make  a supplementary  investigation  to  determine  the  true 
facts,  since  in  the  majority  of  the  cases  it  would  be  probable  that  the  tax  has  been  under- 
paid in  the  first  instance. 

Section  205  ffll08]  provides  for  the  filing  of  the  return  at  such  times  and  in  such 

64  manner  as  may  be  required  under  the  regulations  promulgated  by  the  Commis- 
sioner of  Internal  Revenue,  with  the  approval  of  the  Secretary  of  the  Treasury, 

and  it  is  obvious  that  the  proper  time  for  return  to  be  made  is  a time  coincident,  as  nearly 
as  possible,  with  the  final  settlement  of  the  estate  and  the  date  upon  which  the  estate  tax 
is  due.  Since  in  many  States  more  than  a year  from  the  decedent’s  death  is  allowed  for 
administration,  the  time  set  by  the  regulations  for  the  filing  of  the  return  was  made  co- 
incident with  the  due  date  of  the  tax — that  is,  one  year  after  decedent’s  death. 

Section  207  [If  126]  of  the  act  relates  primarily  to  the  payment  of  the  tax  and  not 

65  to  the  filing  of  the  return,  and  it  contemplates  that,  if  at  the  time  the  tax  is  due 
it  is  impossible,  because  of  delay  in  administration,  for  an  exactly  accurate  return 

to  be  made,  a tentative  return  may  be  filed  and  tax  shown  thereon  to  be  due  may  be  ten- 
tatively accepted  by  the  collector.  Neither  section  205  not  section  207  contemplates  that 
at  any  time  return  may  be  filed  and  tax  paid  without  a reasonably  approximate  determin- 
tion  of  the  facts  relating  to  the  gross  estate  and  the  separate  legal  deductions. 

Therefore,  when  application  is  made  to  collectors  for  authority  to  file  returns 

66  within  one  year  from  the  death  of  the  decedent  whose  estate  is  being  returned, 
collectors  will  require  that  such  tentative  return  be  based  upon  determined  or 

accurately  determinable  values  of  gross  estate  and  items  of  deductions,  and  if  the  estate 
in  question  has  not  reached  such  a state  of  settlement  that  a reasonably  accurate  return 
can  be  made,  advance  payment  of  tax  will  not  be  accepted.  (T.  D.  2415,  Dec.  14,  1916.) 

67  Instructions,  with  Tables,  Relating  to  the  Computation  of  the  5 per  Centum 
Discount  to  be  Allowed  on  Estate  Tax  when  Paid  Before  One  Year  after  the 

Death  of  Decedent. — (1)  Numerous  inquiries  have  been  addressed  to  the  bureau  relative 
to  the  method  of  computing  the  5 per  cent  discount  allowable  on  estate  taxes  where  said 
taxes  are  paid  in  less  than  one  year  after  the  death  of  the  decedent,  as  to  accepting  partial 
payments  of  estate  taxes  based  on  tentative  returns,  and  as  to  the  proper  manner  of  report- 
ing said  taxes  on  Form  22. 

(2)  Tables  showing  the  discount  on  $1  from  1 to  364  days  have,  therefore,  been 

68  prepared  and  are  hereto  appended  [H77].  Collectors  and  others  concerned  in 
computing  the  discount  should  use  these  tables  exclusively.  Care  should  be  taken 

to  determine  the  number  of  days  remaining  in  the  month  during  which  payment  is  made 
and  count  forward  actual  days  until  due  date.  For  example:  Date  of  death,  March  4,  1917, 
payment  made  September  13,  1917;  there  would  be  17  days  remaining  in  September, 
October  31,  November  30,  December  31,  January  31,  February  28,  and  four  days  in  March, 
the  due  date,  making  a total  of  172  days  for  which  discount  is  allowable. 

(3)  Now,  in  computing  the  discount,  find  in  the  table  the  discount  on  $1  for 

69  172  days  and  multiply  the  gross  tax  by  this.  The  result  will  be  the  discount 
allowable,  which,  deducted  from  the  full  gross  tax,  will  give  the  amount  of  tax 

on  the  date  payment  is  made. 

Executors  in  computing  discount  will  use  as  the  date  of  payment  the  date  when 

70  said  payment  will  actually  be  placed  in  the  collector’s  hands,  as  the  statute 
fixes  that  as  the  date  of  payment  regardless  of  the  date  of  remittance  or  mailing. 

(4)  In  reporting  estate  taxes  on  the  assessment  list,  the  collector  should  in  every 

71  case  append  a footnote  on  Form  23  as  follows:  Gross  tax,  $ ; paid 

(give  date);  discount  for days;  $ . 
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72  (5)  Frequently,  executors  will  file  a return  and  request  the  collector  to  advise 
them  of  the  amount  of  tax  due,  less  discount.  In  such  cases,  the  collector  should 

compute  the  discount  to  some  future  date,  advising  the  executor  of  the  amount  necessary 
to  satisfy  the  tax  on  the  date  named,  making  it  clear  that  the  computation  is  based  on  the 
presumption  that  the  money  will  be  in  his  (the  collector’s)  hands  on  that  date. 

(6)  Again,  executors  file  a tentative  return  and  ask  permission  to  make  a partial 

73  payment  of  the  tax  due,  usually  specifying  a certain  amount,  provided  the  dis- 
count on  this  amount  is  allowed. 

74  (7)  The  department  sees  no  objection  to  collectors  accepting  such  partial  pay- 
ments and  reporting  the  same  on  their  assessment  list  as  advance  payments.  Care 

should  be  taken,  however,  to  compute  the  present  worth  of  such  payments  in  order  to 
determine  how  much  of  the  tax  is  discharged.  The  computations  in  such  case  should  be 
filed  with  the  tentative  return  in  order  that  when  a complete  or  final  return  is  filed  the 
balance  of  the  tax  due  can  readily  be  determined.  The  present  worth  may  readily  be 
found  by  use  of  the  table  as  follows:  From  $1  deduct  the  amount  of  discount  on  $1  from 
date  of  payment  to  due  date.  Divide  the  amount  of  tax  paid  by  this  remainder,  and  the 
quotient  will  be  the  present  worth  of  the  amount  of  tax  liability  discharged. 

(8)  For  example,  a partial  payment  of  $300,000  is  tendered  278  days  before  due 

75  date.  By  the  table  5 per  cent,  discount  on  $1  for  278  days  is  found  to  be  $0.038082 1 
$1  less  $0.0380821  leaves  $0.9619179;  $300,000  divided  by  $0.9619179  equals 

$311,876.82,  the  present  worth  or  the  amount  of  tax  liability  discharged  by  the  partial  pay- 
ment. 

(9)  Hereafter  in  reporting  estate  tax  on  Form  22  it  will  only  be  necessary  to  report 

76  the  total  amount  collected  under  each  act.  The  discount  allowed  will  likewise 
be  reported  for  statistical  purposes  on  Form  22  in  totals  only.  In  cases  like  that 

described  in  paragraph  8 the  difference  between  the  money  paid  and  the  present  worth 
would  be  regarded  as  discount  in  reporting  on  said  form. 

(Note  that  there  is  no  discount  allowance  under  the  present  (new)  law.) 


77  5 PER  CENT.  DISCOUNT  ON  $1,  1 DAY  TO  364  DAYS 


Days 

Discount 

Days 

Discount 

Days 

Discount 

Days 

Discount 

j 

$0.0001369 

44 

$0.0060273 

87 

$0.0119178 

130 

$0.0178082 

2 

.0002739 

45 

.0061643 

88 

.0120547 

131 

.0179452 

3 

.0004109 

46 

.0063013 

89 

.0121917 

132 

.0180821 

4 

.0005479 

47 

.0064383 

90 

.0123287 

133 

.0182191 

5 

.0006849 

48 

.0065753 

91 

.0124657 

134 

.0183561 

6 

.0008219 

49 

.0067123 

92 

.0126027 

135 

.0184931 

7 

.0009589 

50 

.0068493 

93 

.0127397 

136 

.0186301 

8 

.0010958 

51 

.0069863 

94 

.0128767 

137 

.0187671 

9 

.0012328 

52 

.0071232 

95 

.0130136 

138 

.0189041 

10 

.0013698 

53 

.0072602 

96 

.0131506 

139 

.0190410 

11 

.0015068 

54 

.0073972 

97 

.0132876 

140 

.0191780 

12 

.0016438 

55 

.0075342 

98 

.0134246 

141 

.0193150 

13 

.0017808 

56 

.0076712 

99 

.0135616 

142 

.0194520 

14 

.0019178 

57 

.0078082 

100 

.0136986 

143 

.0195890 

15 

.0020547 

58 

.0079452 

101 

.0138356 

144 

.0197260 

16 

.0021917 

59 

.0080821 

102 

.0139726 

145 

.0198630 

17 

.0023287 

60 

.0082191 

103 

.0141095 

148 

.0200000 

18 

.0024657 

61 

.0083561 

104 

.0142465 

147 

.0201369 

19 

.0026027 

62 

.0084931 

105 

.0143835 

148 

.0202739 

20 

.0027397 

63 

.0086301 

106 

.0145205 

149 

.0204109 

21 

.0028767 

64 

.0087671 

107 

.0146575 

150 

.0205479 

22 

.0030136 

65 

.0089041 

108 

.0147945 

151 

.0206849 

23 

.0031506 

66 

.0090410 

109 

.0149315 

152 

.0208219 

24 

.0082876 

67 

.0091780 

110 

.0150684 

153 

.0209589 

25 

.0034246 

68 

.0093150 

1 111 

.0152054 

154 

.0210958 

26 

.0035616 

69 

.0094520 

112 

.0153424 

155 

.0212328 

27 

.0036986 

70 

.0095890 

113 

.0154794 

156 

.0213698 

28 

.0038356 

71 

.0097260 

114 

.0156164 

157 

.0215068 

29 

.0039726 

72 

.0098630 

115 

.0157534 

158 

.0216438 

30 

.0041095 

73 

.0100000 

116 

.0158904 

159 

.0217808 

31 

.0042465 

74 

.0101369 

117 

.0160273 

160 

.0219178 

32 

.0043835 

75 

.0102739 

118 

.0161643 

161 

.0220547 

33 

.0045205 

76 

.0104109 

119 

.0163013 

162 

.0221917 

34 

.0046575 

77 

.0105479 

120 

.0164383 

163 

.0223287 

35 

.0047945 

78 

.0106849 

121 

.0165753 

164 

.0224657 

36 

.0049315 

79 

.0108219 

122 

.0167123 

165 

.0226027 

37 

.0050684 

80 

.0109589 

123 

.0168493 

166 

0227397 

38 

.0052054 

81 

.0110958 

124 

.0169863 

167 

.0228767 

39 

.0053424 

82 

.0112328 

125 

.0171232 

168 

.0230136 

40 

.0054794 

83 

.0113698 

126 

.0172602 

169 

.0231506 

41 

.0056164 

84 

.0115068 

127 

.0173972 

170 

.0232876 

42 

.0057534 

85 

.0116438 

128 

.0175342 

171 

.0234246 

43 

0058904  | 

86 

.0117808 

129 

.0176712 

172 

.0235616 
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(77) 

6 PER  CENT.  DISCOUNT  ON  $1, 1 DAY  TO  864  DAYS— Continued. 

Day* 

Discount  Days  Discount  Days  Discount  Days 

Discount 

173 

.0236986 

221 

$0.0302739 

269 

$0.0368493 

317 

$0.0434246' 

174 

.0238366 

222 

.0304109  | 

270 

.0369863 

318 

.0435616T 

176 

.0239726 

223 

.0306479 

271 

.0371232 

319 

.0436986: 

176 

.0241095 

224 

.0306849 

272 

.0372602 

320 

.0438366- 

177 

.0242465 

225 

.0308219 

273 

.0373972 

321 

.0439726 

178 

.0243835 

226 

.0309589 

274 

.0375342 

322 

.0441095 

179 

.0245205 

227 

.0310958 

276 

.0376712 

323 

.0442465 

180 

.0246575 

228 

.0312328 

276 

.0378082 

324 

.0443836 

181 

.0247945 

229 

.0313698 

277 

.0379452 

325 

.0445205 

182 

.0249315 

230 

.0315068 

278 

.0380821 

326 

.0446576 

183 

.0250684 

231 

.0316438 

279 

.0382191 

327 

.0447945 

184 

.0252054 

232 

.0317808 

280 

.0383661 

328 

.0449316 

185 

.0253424 

233 

.0319178 

281 

.0384931 

329  1 

.0460684 

186 

.0254794 

234 

.0320547 

282 

.0386301 

330 

.0452054 

187 

.0256164 

235 

.0321917 

283 

.0387671 

331 

.0453424 

188 

.0257534 

236 

.0323287 

284 

.0389041 

332 

.0454794 

189 

.0268904 

237 

.0324657 

285 

.0390410 

333 

.0456164 

190 

.0260273 

238 

.0326027 

286 

.0391780 

334 

.0457534 

191 

.0261643 

239 

.0327397 

287 

.0393150 

335 

.0468904 

192 

.0263013 

240 

.0328767 

288 

.0394520 

336 

.0460273 

198 

.0264383 

241 

.0330136 

289 

.0395890 

337 

.0461643 

194 

.0266763 

242 

.0331506 

290 

.0397260 

338 

.0463013' 

195 

.0267123 

243 

.0332876 

291 

.0398630 

339 

.(464383 

196 

.0268493 

244 

.0334246 

292 

.0400000 

340 

.0465753 

197 

.0269863 

245 

.0335616 

293 

.0401369 

341 

.0467123 

198 

.0271232 

246 

.0336986 

294 

.0402739 

342 

0468493 

199 

.0272602 

247 

.0338356 

295 

.0404109 

343 

.0469863 

200 

.0273972 

248 

.0339726 

296 

.0405479 

344 

.0471232 

201 

.0275342 

249 

.0341095 

297 

.0406849 

345 

.0472602 

202 

.0276712 

250 

.0342465 

298 

.0408219 

346 

.0473972 

203 

.0278082 

251 

.0343835 

299 

.0409589 

347 

.0476342 

204 

.0279452 

252 

.0345205 

300 

.0410958 

348 

.0476712 

205 

,0280821 

253 

.0346575 

301 

.0412328 

349 

.0478082 

206 

.0282191 

254 

.0347945 

302 

.0413698 

350 

.0479462 

207 

.0283561 

255 

.0349315 

303 

.0416068 

351 

.0480821 

208 

.0284931 

256 

.0350684 

304 

.0416438 

352 

.0482191 

209 

,0286301 

257 

.0352054 

305 

.0417808 

353 

.0483661 

210 

.0287671 

258 

.0353424 

306 

.0419178 

354 

.0484931 

211 

.0289041 

! 259 

.0354794 

307 

.0420547 

355 

.0486301 

212 

.0290410 

260 

.0356164 

308 

.0421917 

356 

.0487671 

213 

.0291780 

261 

.0357534 

309 

.0423287 

357 

.0489041 

214 

.0293150 

262 

.0358904 

310 

.0424657 

358 

.0490410 

215 

.0294520 

263 

.0360273 

311 

.0426027 

369 

.0491780 

216 

.0295890 

264 

.0361643 

312 

.0427397 

360 

.0493150 

217 

.0297260 

265 

.0363013 

313 

.0428767 

361 

.0494520 

218 

.0298630 

266 

.0364383 

314 

.0430136 

362 

.0495890 

219 

.0300000 

267 

.0365763 

315 

.0431506 

363 

.0497260 

220 

.0301369 

268 

.0367123 

316 

.0432876 

364 

.0498630 

(T.  D.  2497,  June  4,  1917.> 


78  Discount  Allowed  on  Original  Payment  of  Tax  not  Allowed  on  Payment  of  Addi- 
tional Assessment. — The  following  synopsis  [1[79  only,  relates  to  Estate  Tax] 
of  decisions  of  the  Commissioner  of  Internal  Revenue  on  questions  relating  to  the  war- 
revenue  act  of  October  3,  1917,  is  published  for  the  information  of  revenue  officers  and 
others  concerned. 

Discount  allowed  on  original  payment  of  tax  not  allowed  on  payment  of  additional 
78  assessment.  (T.  D.  2570,  Nov.  6,  1917.) 

REGULATIONS  No.  37. 

Revised  May,  1917. 

LAW  AND  REGULATIONS  RELATING  TO  THE  ESTATE  TAX. 

(For  convenient  reference  each  section  of  Title  II  of  the  revenue  act  of  September  8,  1916* 
or  of  Title  III  of  the  special  preparedness  revenue  act  of  March  3,  1917,  is  immediately- 
followed  by  the  pertinent  articles  of  the  regulations.  Unless  otherwise  shown,  ail  sec- 
tions are  of  the  September  8,  1916,  act.) 

DEFINITIONS. 

80  [Old  Law.]  Sec.  200.  That  when  used  in  this  title — 

The  term  “person”  includes  partnerships,  corporations,  and  associations; 
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The  term  “United  States”  means  only  the  States,  the  Territories  of  Alaska  and  Hawaii, 
and  the  District  of  Columbia; 

“sKf  The  term  “executor”  means  the  executor  or  administrator  of  the  decedent,  or,  if  there 
is  no  executor  or  administrator,  any  person  who  takes  possession  of  any  property  of  the 
decedent;  and 

The  term  “collector”  means  the  collector  of  internal  revenue  of  the  district  in  which  was 
the  domicile  of  the  decedent  at  the  time  of  his  death,  or,  if  there  was  no  such  domicile  in 
the  United  States,  then  the  collector  of  the  district  in  which  is  situated  the  part  of  the  gross 
estate  of  the  decedent  in  the  United  States,  or,  if  such  part  of  the  gross  estate  is  situated 
in  more  than  one  district,  then  the  collector  of  internal  revenue  at  Baltimore,  Md. 

Article  I.  The  tax  is  not  imposed  in  Porto  Rico  or  the  Philippine  Islands,  but, 

81  under  the  definition  in  the  title,  the  property  in  the  United  States  of  deceased 
resident  of  the  islands  is  taxable  as  the  property  of  non-residents. 

82  Art.  II.  This  act  does  not  distinguish  between  citizens  and  aliens  but  does  dis- 
tinguish between  residents  and  non-residents  of  the  United  States.  If  a citizen 

of  the  United  States  has  maintained  his  principal  domicile  abroad  prbr  to  death,  his  estate 
is  taxable  as  that  of  a non-resident. 

Art.  III.  If  a resident  decedent  has  maintained  domiciles  in  more  than  one  col- 

83  lection  district,  the  facts  should  be  presented  to  the  commissioner  for  ruling 
as  to  the  proper  collector  to  receive  30-day  notice,  return  and  tax  payment. 


RATES  OF  TAX. 

84  [Old  Law.]  Sec.  201.  That  a tax  (hereafter  in  this  title  referred  to  as  the  tax), 
equal  to  the  following  percentages  of  the  value  of  the  net  estate  to  be  determined 
as  provided  in  section  two  hundred  and  three,  is  hereby  imposed  upon  the  transfer  of  the 
net  estate  of  every  decedent  dying  after  the  passage  of  this  act,  whether  a resident  or 
non-resident  of  the  United  States: 

One  per  centum  of  the  amount  of  such  net  estate  not  in  excess  of  $50,000; 

Two  per  centum  of  the  amount  by  which  such  net  estate  exceeds  $50,000  and  does  not 
exceed  $150,000; 

Three  per  centum  of  the  amount  by  which  such  net  estate  exceeds  $150,000  and  doe# 
mot  exceed  $250,000; 

Four  per  centum  of  the  amount  by  which  such  net  estate  exceeds  $250,000  and  doe# 
not  exceed  $450,000; 

Five  per  centum  of  the  amount  by  which  such  net  estate  exceeds  $450,000  and  doe# 
not  exceed  $1,000,000; 

Six  per  centum  of  the  amount  by  which  such  net  estate  exceeds  $1,000,000  and  does 
not  exceed  $2,000,000. 

Seven  per  centum  of  the  amount  by  which  such  net  estate  exceeds  $2,000,000  and  doe# 
mot  exceed  $3,000,000; 

Eight  per  centum  of  the  amount  by  which  such  net  estate  exceeds  $3,000,000  and  does 
not  exceed  $4,000,000; 

Nine  per  centum  of  the  amount  by  which  such  net  estate  exceeds  $4,000,000  and  doe# 
not  exceed  $5,000,000;  and 

Ten  per  centum  of  the  amount  by  which  such  net  estate  exceeds  $5,000,000. 

[Sept.  9,  1916,  to  Mar.  2,  1917.] 


TITLE  III.— ACT  OF  MARCH  3,  1917. 

[For  additional  War  Estate  Tax  see  paragraph  41.] 

85  [Old  Law.]  Sec.  300.  That  section  two  hundred  and  one,  Title  II,  of  the  act 
entitled  “An  act  to  increase  the  revenue,  and  for  other  purposes,”  approved 
September  eighth,  nineteen  hundred  and  sixteen,  be,  and  the  same  is  hereby,  amended 
to  read  as  follows: 

'Sec.  201.  That  a tax  (hereinafter  in  this  title  referred  to  as  the  tax),  equal  to  the  fol- 
lowing percentages  of  the  value  of  the  net  estate,  to  be  determined  as  provided  in  section 
two  hundred  and  three,  is  hereby  imposed  upon  the  transfer  of  the  net  estate  of  every  de- 
cedent dying  after  the  passage  of  this  act,  whether  a resident  or  nonresident  of  the  United 
States: 

"One  and  one-half  per  centum  of  the  amount  of  such  net  estate  not  in  excess  of  $50,000; 
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6 Three  per  centum  of  the  amount  by  which  such  net  estate  exceeds  $50,000  and  does 
not  exceed  $150,000; 

Four  and  one-half  per  centum  of  the  amount  by  which  such  net  estate  exceeds  $150,000 
and  does  not  exceed  $250,000; 

Six  per  centum  of  the  amount  by  which  such  net  estate  exceeds  $250,000  and  does 
not  exceed  $450,000; 

Seven  and  one-half  per  centum  of  the  amount  by  which  such  net  estate  exceeds  $450,000 
and  does  not  exceed  $1,000,000; 

' Nine  per  centum  of  the  amount  by  which  such  net  estate  exceeds  $1,000,000  and 
does  not  exceed  $2,000,000; 

Ten  and  one-half  per  centum  of  the  amount  by  which  such  net  estate  exceeds  $2,000,000 
and  does  not  exceed  $3,000,000; 

Twelve  per  centum  of  the  amount  by  which  such  net  estate  exceeds  $3,000,000  and 
does  not  exceed  $4,000,000; 

Thirteen  and  one-half  per  centum  of  the  amount  by  which  such  net  estate  exceeds 
$4,000,000  and  does  not  exceed  $5,000,000;  and 

Fifteen  per  centum  of  the  amount  by  which  such  net  estate  exceeds  $5,000,000.” 

Sec.  301.  That  the  tax  on  the  transfer  of  the  net  estate  of  decedents  dying  between 
September  eighth,  nineteen  hundred  and  sixteen,  and  the  passage  of  this  act  shall  be 
computed  at  the  rates  originally  prescribed  in  the  act  approved  September  eighth,  nineteen 
hundred  and  sixteen. 

Art.  IV.  This  is  not  an  inheritance  tax,  and  the  interests  of  separate  beneficiaries 

86  and  the  manner  of  their  taking  have  no  bearing  upon  the  question  of  liability 
to  tax  or  the  amount  of  tax  due.  This  is  a transfer  tax  in  a lump  sum  resting 

upon  the  decedent’s  whole  net  estate  computed  according  to  sections  202  [1189]  and  203 
[If  100]  of  the  act. 

Art.  V.  The  rates  of  tax  apply  upon  separate  blocks  of  the  net  estate,  the  first 

87  $50,000  being  taxable  at  the  rate  of  1 per  cent  (1^4  per  cent  if  the  decedent  died 
after  March  2,  1917),  the  next  $100,000  being  taxable  at  the  rate  of  2 per  cent 

(3^per  cent  if  the  death  occurred  after  March  2,  1917),  etc. 

Art.  VI.  The  rates  imposed  in  the  act  of  September  8,  1916,  apply  to  estates 

88  of  those  who  died  on  or  after  September  9,  1916,  and  before  March  3,  1917; 
the  higher  rates  imposed  in  the  act  of  March  3,  1917,  apply  to  estates  of  those  who 

died  on  or  after  March  3,  1917. 

THE  GROSS  ESTATE. 

89  [Old  Law.]  Sec.  202.  That  the  value  of  the  gross  estate  of  the  decedent  shall  be 
determined  by  including  the  value  at  the  time  of  his  death  of  all  property,  real  or 

personal,  tangible  or  intangible,  wherever  situated: 

( a ) To  the  extent  of  the  interest  therein  of  the  decedent  at  the  time  of  his  death  which 
after  his  death  is  subject  to  the  payment  of  the  charges  against  his  estate  and  the  expenses 
of  its  administration  and  is  subject  to  distribution  as  part  of  his  estate. 

(b)  To  the  extent  of  any  interest  therein  of  which  the  decedent  has  at  any  time  made  a 
transfer,  or  with  respect  to  which  he  has  created  a trust,  in  contemplation  of  or  intended 
to  take  efltect  in  possession  or  enjoyment  at  or  after  his  death,  except  in  case  of  a bona 
fide  sale  for  a fair  consideration  in  money  or  money’s  worth.  Any  transfer  of  a material 
part  of  his  property  in  the  nature  of  a final  disposition  or  distribution  thereof,  made  by  the 
decedent  within  two  years  prior  to  his  death  without  such  a consideration,  shall,  unless 
shown  to  the  contrary,  be  deemed  to  have  been  made  in  contemplation  of  death  within  the 
meaning  of  this  title;  and 

(c)  To  the  extent  of  the  interest  therein  held  jointly  or  as  tenants  in  the  entirety  by 
the  decedent  and  any  other  person,  or  deposited  in  banks  or  other  institutions  in  their 
joint  names  and  payable  to  either  or  the  survivor,  except  such  part  thereof  as  may  be 
shown  to  have  originally  belonged  to  such  other  person  and  never  to  have  belonged  to  the 
decedent. 

For  the  purpose  of  this  title  stock  in  a domestic  corporation  owned  and  held  by  a non- 
resident decedent  shall  be  deemed  property  within  the  United  States,  and  any  property 
of  which  the  decedent  has  made  a transfer  or  with  respect  to  which  he  has  created  a trust, 
within  the  meaning  of  subdivision  ( b ) of  this  section,  shall  be  deemed  to  be  situated  in  the 
United  States,  if  so  situated  either  at  the  time  of  the  transfer  or  the  creation  of  the  trust, 
or  at  the  time  of  the  decedent’s  death. 

Art.  VII.  All  property,  tangible  and  intangible,  which  is  legally  liable  for  satis- 

90  faction  of  charges  against  the  estate  and  for  administration  expense  and  to  dis- 
tribution to  the  decedent’s  beneficiaries  is  a portion  of  his  gross  estate  to  be  shown 

in  the  return  on  Form  706.  There  is  no  provision  of  the  taxing  act  under  which  the  value  of 
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widow’s  dower  or  husband’s  curtesy,  or  any  similar  interest  of  a successor  to  decedent  by 
whatever  name  designated  in  the  local  law,  can  be  excluded  or  deducted  from  the  gross 
estate.  This  is  true  also  of  real  and  other  property  passing  to  beneficiaires  without  the  inter- 
vention of  an  executor. 

81  Art.  VIII.  The  value  at  the  time  of  death  of  United  States  and  other  “tax 
free”  bonds  owned  by  decedent  is  a part  of  the  gross  estate.  (T.  D.  2449  [1[207].) 

92  Art.  IX.  Income  of  the  estate  and  appreciation  of  values  after  death  are  not  to 
be  included  in  the  gross  estate  (T.  D.  2406  [If  143]).  Dividends  upon  stock  de- 
clared prior  to  the  day  of  death  are  to  be  included,  whether  paid  before  or  after  death. 
Dividends  declared  after  the  day  of  death  are  not  to  be  included.  Interest  upon  bonds 
is  to  be  computed  to  the  day  of  death  and  the  amount  thus  found  to  have  been  accrued  is 
to  be  included  in  the  gross  estate.  Interest  on  mortgage  notes  and  certificates  of  deposit, 
dividends,  if  fixed  and  certain,  on  preferred  stock,  and  income  from  other  similar  assets 
having  fixed  and  certain  earnings  must  be  included  in  the  gross  estate  to  the  extent  of  the 
amount  actually  accrued  to  the  day  of  death.  (T.  D.  2483  [If  144]). 

Art.  X.  Insurance  passing  to  the  estate  is  to  be  returned  on  Form  706.  If  the 

93  contract  of  insurance  has  named  a definite  beneficiary  and  the  insurance  is  paid 
directly  to  such  beneficiary  it  is  not  a part  of  the  gross  estate.  If  insurance,  which 

by  the  terms  of  the  contract  is  payable  to  the  executor,  is  transferred  to  another  beneficiary 
or  trustees  for  another  beneficiary,  and  the  transfer  is  made  in  contemplation  of  death, 
the  value  of  such  insurance  is  taxable  under  the  provisions  of  paragraph  B,  section  202. 

Art.  XI.  Property  passing  under  a general  power  of  appointment  is  to  be  in- 

94  eluded  as  a portion  of  the  gross  estate  of  a decedent  appointor.  (T.  D.  2477 
[11206].) 

96  Art.  XII.  The  value  of  loans  evidenced  by  promissory  notes  is  to  be  included 
in  the  gross  estate,  even  though  by  will  the  decedent  provides  that  the  notes 
•hall  be  canceled. 

Art.  XIII.  Any  transfer  of  his  property,  except  for  a valuable  consideration, 

96  effected  by  a taxable  decedent  at  any  time  during  his  life  but  in  contemplation 
of  his  death  is  a portion  of  his  gross  estate,  regardless  of  whether  the  transfer  was 

fully  effected  or  the  instrument  of  transfer  executed  before  or  after  the  passage  of  the  taxing 
act,  September  8,  1916.  (T.  D.  2385  [.If  140].) 

97  Art.  XIV.  If  any  transfer  of  the  material  part  of  decedent’s  property  was  effected 
within  two  years  prior  to  death  a presumption  lies  that  it  was  made  in  contem- 
plation of  death  and  its  value  must  be  shown  upon  the  return  on  Form  706.  With  the 
return  the  estate  may  submit  evidence  and  argument  to  establish  whether  the  transfer 
was  actually  made  in  such  contemplation,  and  such  evidence  will  be  passed  upon  by  the 
commissioner  before  the  assessment  against  the  estate  is  confirmed.  It  should  be  noted 
that  taxable  transfers  are  not  limited  to  those  made  within  two  years  prior  to  death.  A 
transfer  made  at  any  time  whatsoever  during  the  transferor’s  life  is  taxable  if  it 
is  of  the  kind  defined  in  paragraph  B,  section  202. 

Art.  XV.  Where  community  property  is  held  in  partnership  by  husband  and 

98  wife  during  the  lives  of  both,  one-half  the  whole  value  of  the  community  property 
is  to  be  included  in  the  gross  estate  of  the  decedent  husband  or  wife.  Where, 

however,  the  wife’s  interest  in  so-called’community  property  is  equivalent  merely  to  a com- 
mon law  right  of  dower  the  whole  value  of  the  so-called  community  property  is  to  be 
included  in  the  deceased  husband’s  gross  estate.  This  is  the  rule,  too,  where  the  husband’s 
interest  in  such  property  is  equivalent  merely  to  the  curtesy  right.  (T.  D.  2450  [213].) 

99  Art.  XVI.  Bonds,  as  well  as  stock,  in  domestic  corporations,  owned  by  a non- 
resident decedent,  are  a portion  of  his  gross  estate  within  the  United  States. 

[Read  T.  D.  2530  (H208).] 

THE  NET  ESTATE. 

[Read  H18,  H23,  and  U26.] 

1 00  [Old  Law.]  Sec.  203.  That  for  the  purpose  of  the  tax,  the  value  of  the  net 
estate  shall  be  determined — 

(a)  In  the  case  of  a resident,  by  deducting  from  the  value  of  the  gross  estate — 

(1)  Such  amounts  for  funeral  expenses,  administration  expenses,  claims  against  the 
estate,  unpaid  mortgages,  losses  incurred  during  the  settlement  of  the  estate,  arising  from 
fires,  storms,  shipwreck,  or  other  casualty,  and  from  theft,  when  such  losses  are  not  com- 
pensated for  by  insurance  or  otherwise,  support  during  the  settlement  of  the  estate  of 
those  dependent  upon  the  decedent,  and  such  other  charges  against  the  estate,  as  are 
allowed  by  the  laws  of  the  jurisdiction,  whether  within  or  without  the  United  States, 
under  which  the  estate  is  being  administered;  and 
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(2)  An  exemption  of  $50,000; 

( b ) In  the  case  of  a nonresident,  by  deducting  from  the  value  of  that  part  of  his  gross 
estate,  which,  at  the  time  of  his  death,  is  situated  in  the  United  States  that  proportion  of  the 
deductions  specified  in  paragraph  (1)  of  subdivision  (a)  of  this  section  which  the  value 
of  such  part  bears  to  the  value  of  his  entire  gross  estate,  wherever  situated.  But  no 
deduction  shall  be  allowed  in  the  case  of  a nonresident  unless  the  executor  includes  in  the 
return  required  to  be  filed  under  section  two  hundred  and  five,  the  value  at  the  time  of 
death  of  that  part  of  the  gross  estate  of  the  nonresident  not  situated  in  the  United  States. 

Art.  XVII.  A deduction  can  not  be  taken  merely  because  it  would  be  allowable 
101  as  a credit  in  the  executor’s  account  under  the  laws  of  the  local  jurisdiction;  the 
amount  must  actually  have  been  disbursed  by  the  executor.  Furthermore,  if  an 
expenditure  of  the  nature  of  those  specified  in  sub-paragraph  1,  above,  has  exceeded  the 
amount  allowable  under  the  local  law  as  a credit  in  the  executor’s  account,  only  that 
portion  which  represents  the  legal  credit  can  be  deducted  on  the  estate  tax  return.  (T.  D. 
2453  [H234].) 

Art.  XVIII.  Only  such  mortgages  as  were  existent  and  unpaid  at  the  time  of 
1 02  decedent’s  death  may  be  deducted.  The  whole  value  of  the  mortgaged  property 
should  be  shown  in  the  gross  estate  and  the  amount  of  the  mortgage  deducted  in 
the  proper  place  on  page  2 of  the  return  on  Form  706. 

Art.  XIX.  Support  of  decedent’s  dependents  can  not  be  deducted  unless  there 
1 03  has  been  an  actual  disbursement  by  the  executor  under  the  conditions  and  in  the 
amount  prescribed  by  the  local  law.  If  the  local  law  contains  no  provision 
regarding  support  of  dependents  no  amount  can  be  deducted  because  of  such  support. 

Art.  XX.  The  specific  exemption  of  $50,000  applies  only  to  the  estates  of 
104  residents.  It  is  taken' in  arriving  at  the  net  estate,  so  that  a net  estate  of  any 
value  whatever  is  subject  to  tax.  Thus,  if  a resident  decedent’s  gross  estate 
has  a value  of  $60,000,  and  the  legal  deductions  under  the  local  law  for  expenses,  charges, 
claims,  and  losses  aggregated  $8,000,  the  net  value  of  $52,000  is  further  reduced  by  the 
specific  exemption  of  $50,000,  leaving  a net  estate  of  $2,000,  subject  to  tax  at  the  minimum 
rate,  the  tax  due  being  $20  under  the  act  of  September  8,  1916,  or  $30  under  the  act  of 
March  3,  1917. 

Art.  XXI.  The  Federal  estate  tax  is  not  determined,  does  not  attach  and  can 
1 05  not  be  assessed  or  paid  until  the  net  estate  upon  which  it  is  based  has  been  exactly 
established.  The  estate  tax,  therefore,  can  not  be  deducted  from  the  gross  estate 
to  determine  the  taxable  net  estate. 

Art.  XXII.  The  due  date  for  the  return  (Form  706)  is  simultaneous  with  the 
1 06  due  date  for  the  tax — i.  e.,  one  year  from  the  day  of  decedent’s  death.  While  a 
tentative  return  may  be  filed  within  the  year  (or  a final  return  if  administration 
is  completed),  upon  such  tentative  return  estimated  expenses  can  not  be  deducted.  Ifulti- 
ately,  there  proves  to  have  been  an  overpayment  of  tax  because  of  expense  arising  after 
the  filing  of  return,  a claim  for  the  abatement  or  refund  of  the  excess  tax  may  be  filed. 

Art.  XXIII.  From  the  gross  estate  of  a nonresident  decedent,  there  may  be 

1 07  deducted,  provided  the  value  of  the  entire  gross  estate  wherever  situated,  is 
shown  upon  the  return,  a proportionate  share  of  the  expenses,  claims,  losses  and  other 
legal  charges  equal  to  the  share  the  gross  estate  within  the  United  States  is  of  the  entire 
gross  estate  wherever  situated: 

Example:  If  the  total  gross  estate,  wherever  situated,  is  $1,000,000,  and  the  share 

in  the  United  States,  Alaska,  and  Hawaii  is  $100,000  and  if  the  total  legal  expenses,  charges 
and  losses  is  $50,000,  the  share  deductible  from  the  gross  estate  within  the  United  States, 
etc.,  is  $5,000.  A synopsis  of  the  correct  return  would  read:  Gross  estate,  $100,000; 

legal  deductions,  $5,000;  net  estate,  $95,000;  tax  due,  $750  on  $50,000  plus  $1,350  on 
$45,000,  total  tax  $2,100  (at  the  rates  of  the  March  3,  1917,  act).  Unless  the  return 
shows  the  value  of  the  whole  gross  estate  wherever  situated,  the  tax  will  be  collected  upon 
the  value  of  the  entire  gross  estate  in  the  United  States,  without  deduction  of  any  kind 
or  amount. 

NOTICE  AND  RETURN. 

1 08  [Old  Law.]  Sec.  205.  That  the  executor,  within  thirty  days  after  qualifying 
as  such,  or  after  coming  into  possession  of  any  property  of  the  decedent,  which- 
ever event  first  occurs,  shall  give  written  notice  thereof  to  the  collector.  The  executor 
shall  also,  at  such  times  and  in  such  manner  as  may  be  required  by  the  regulations  made 
under  this  title,  file  with  the  collector  a return  under  oath  in  duplicate,  setting  forth  (a) 
the  value  of  the  gross  estate  of  the  decedent  at  the  time  of  his  death,  or,  in  case  of  a non- 
resident, of  that  part  of  his  gross  estate  situated  in  the  United  States;  (b)  the  deductions 
allowed  under  section  two  hundred  and  three;  (c)  the  value  of  the  net  estate  of  the  decedent 
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as  defined  in  section  two  hundred  and  three;  and  (d)  the  tax  paid  or  payable  thereon; 
or  such  part  of  such  information  as  may  at  the  time  be  ascertainable,  and  such  supple- 
mental data  as  may  be  necessary  to  establish  the  correct  tax. 

Return  shall  be  made  in  all  cases  of  estate  subject  to  the  tax,  or  where  the  gross  estate 
at  the  death  of  the  decedent  exceeds  $60,000,  and  in  the  case  of  the  estate  of  every  non- 
resident, any  part  of  whose  gross  estate  is  situated  in  the  United  States.  If  the  executor 
is  unable  to  make  a complete  return  as  to  any  part  of  the  gross  estate  of  the  decedent, 
he  shall  include  in  his  return  a description  of  such  part  and  the  name  of  every  person  holding 
a legal  or  beneficial  interest  therein,  and  upon  notice  from  the  collector,  such  person  shall, 
in  like  manner,  make  a return  as  to  such  part  of  the  gross  estate.  The  Commissioner  of 
Internal  Revenue  shall  make  all  assessments  of  the  tax  under  the  authority  of  existing 
administrative  special  and  general  provisions  of  law  relating  to  the  assessment  and  collec- 
tion of  taxes. 

Sec.  206.  That  if  no  administration  is  granted  upon  the  estate  of  a decedent,  or  if 
no  return  is  filed,  as  provided  in  Section  two  hundred  and  five,  or  if  a return  contains  a 
false  or  incorrect  statement  of  a material  fact,  the  collector  or  deputy  collector  shall  make 
a return  and  the  Commissioner  of  Internal  Revenue  shall  assess  the  tax  thereon. 

Art.  XXIV.  The  general  rule  governing  the  filing  of  the  30-day  notice  is  that 

109  as  to  all  property  of  the  decedent,  which  will  come  into  charge  of  the  executor,  the 
duty  of  filing  the  notice,  Form  704,  is  upon  the  executor,  and  the  form  must  be 

filed  with  the  collector  in  whose  district  was  decedent’s  domicile  at  the  time  of  death  within 
30  days  after  the  granting  of  letters.  With  regard  to  all  property  which  passes  directly 
to  beneficiaries  and  will  not  come  in  charge  of  the  executor,  the  primary  duty  of  filing 
the  notice,  Form  705,  rests  upon  the  immediate  possessor  after  decedent  or  upon  the 
person  having  in  charge  the  property  at  the  time  of  decedent’s  death,  for  instance,  the 
bank  in  which  is  deposited  the  joint  account  of  decedent  and  another.  Such  person  is 
made  the  “executor”  under  the  definition  in  section  200,  for  the  purpose  of  filing  the  notice, 
since  whereas,  prior  to  the  death,  he  held  the  property  for  the  decedent,  immediately 
upo  n the  death  there  is  a change  in  the  nature  of  the  holding  and  the  holder  takes  possession, 
within  the  meaning  and  intent  of  the  law,  for  the  succeeding  owner.  In  such  cases,  Form 
705  must  be  filed  within  30  days  after  decedent’s  death.  If,  however,  at  the  time  of 
taking  by  the  succeeding  owner  the  notice,  Form  705,  has  not  been  filed,  this  duty  devolves 
immediately  upon  such  succeeding  taker  and  he  must  file,  within  30  days  from  the  date  of 
possession,  and  Form  705  with  the  proper  collector.  (T.  D.  2372  [Hl39],  T.  D.  2421  [^[  150] 
and  T.  D.  2454  fl[160].) 

Art.  XXV.  The  law  contemplates  also  that  all  persons  who  shall  have  received 

110  within  two  years  prior  to  the  death  of  the  decedent,  any  material  part  of  de- 
cedent’s property,  either  as  a gift  in  contemplation  of  death,  or  by  a transfer 

intended  to  take  legal  effect  at  decedent’s  death,  cr  by  a so-called  sale  which  was  not  a bona 
fide  sale  for  a fair  consideration  in  money  or  money’s  worth,  should  file  a similar  notice 
with  the  collector  within  30  days  after  the  death  of  decedent.  This  is  clearly  indicated 
by  section  202,  paragraph  B,  of  the  act,  wherein,  for  the  purpose  of  tax  liability,  such 
gifts,  transfers,  and  “sales,”  are  held  effective  in  every  case  as  of  the  day  of  the  donor’s 
or  transferor’s  death.  With  the  notice  to  the  collector,  the  donee  or  transferee  may  file 
such  evidence  as  may  be  desired  to  establish  whether  the  gift  or  transfer  was  in  contempla- 
tion of,  or  intended  to  take  effect  at,  the  donor’s  or  transferor’s  death,  or  whether  the  sale 
was  bona  fide. 

Art.  XXVI.  The  30-day  notice  (Form  705)  is  required  to  be  filed  for  all  property 

111  of  every  kind,  located  or  legally  situate  in  this  country  (including  Hawaii  and  Al- 
aska), by  those  agents  or  representatives,  donees,  transferees,  trustees,  or  fiduciaries 

of  a decedent  dying  domiciled  abroad,  whether  alien  or  citizen  of  the  United  States.  The 
notice  must  be  filed  within  30  days  from  decedent’s  death  with  the  collector  of  internal 
revenue  in  whose  district  the  property  within  this  country  is  situate,  unless  the  local 
agent,  etc.,  having  the  property  in  charge  knows  that  there  is  other  property  of  decedent 
located  in  another  collection  district,  in  which  case  the  notice  is  to  be  filed  with  the  collector 
of  internal  revenue,  Baltimore,  Md. 

If  it  be  not  possible  for  the  local  agent,  representative,  etc.,  to  file  the  notice 

112  within  30  days  from  death  of  the  nonresident,  the  penalty  denounced  in  section 
210  will  not  be  asserted  if  the  notice  is  filed  within  30  days  from  the  day  upon 

which  the  local  agent,  representative,  etc.,  receives  information  of  the  nonresident  de- 
cedent’s death. 

Each  collector  receiving  Form  705  showing  propeity  of  a nonresident,  will  immedi- 

113  ately  inform  the  commissioner  of  the  fact.  A record  will  be  kept  in  the  com- 
missioner’s office  from  which  it  can  be  determined  whether  Forms  705  for  a given 

estate  have  b^en  filed  in  more  than  one  collection  district,  in  which  case  the  several  collectors 
will  be  instructed  to  forward  the  Forms  705  to  the  collector  at  Baltimore,  Md. 
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This  regulation  applies  to  transfer  agents  of  corporate  stock,  receiving  into  pos- 
114  session  for  transfer  such  personalty  of  a nonresident  decedent;  to  safe-deposit 
companies,  warehouses,  and  similar  custodians  of  a nonresident’s  property  in  this 
country;,  to  brokers  holding  as  collateral  securities  belonging  to  a nonresident  decedent, 
to  banking  institutions  holding  money  of  nonresident  decedents  on  deposit  or  for  any 
specific  purpose,  such  as  the  purchase  of  goods,  so  long  as  the  title  rests  in  the  nonresident 
decedent,  his  estate  or  his  heirs,  and  tc  debtors  in  this  country  of  nonresident  decedents. 

It  docs  not.  apply  to  carriers  of  property  of  a nonresident  decedent  while  such 
116  property  is  in  their  charge  for  the  purpose  of  transit. 

Art.  XXVII.  The  filing  of  Forms  704  and  705  should  not  be  delayed  for  the  se- 

116  curirg  of  exact  information  as  to  the  value  of  the  gross  or  net  estate.  The  spaces 
upon  the  foims  for  the  insertion  of  such  values  may  be  filled  in  with  approximate 

figures  representing  the  judgment  at  the  time  of  filing  of  the  executor  or  beneficiary  at  to 
the  values  of  the  gross  and  net  estate.  The  signature  of  one  executor  on  Form  704  is 
sufficient. 

THE  RETURN. 

117  Art.  XXVIII.  Return  is  required  of  the  estate  of  every  resident  decedent  whose 
gross  estate,  as  defined  in  the  law,  exceeds  in  value  $60,000,  or  w hese  net  estate,  as 

defined  in  the  law,  has  any  value  in  excess  of  the  specific  exemption  of  $50,000. 

Return  is  required  of  the  estate  of  every  nonresident  owning  property  in  the 

118  United  States,  Hawaii,  or  Alaska,  including  stock  or  bonds  of  domestic  corpo- 
rations, or  who  has  at  any  time  transferred  any  such  property  in  contemplation 

of  death.  [Read  ^ 208.] 

Art.  XXIX.  [Read  at  The  filing  of  tentative  return  within  one  year 

119  after  decedent’r  death  dees  rot  relieve  fro.n  the  necessity  of  filing  final  and  com- 
plete return  at  the  expiration  of  the  year.  If,  at  the  expiration  of  the  y^ar,  it  is 

impossible  for  the  executor  to  shew;  upen  the  return,  complete  and  accurate  data  of  the  gross 
estate  and  deductions,  he  shall  inform  the  collector,  fully  explaining  the  necessity  for  further 
delay,  and  the  collector,  if  he  considers  the  delay  unavoidable,  may  extend  the  time  for 
filing  over  a further  peried  until,  in  the  collector’s  judgment,  the  cause  for  the  delay  has 
been  removed.  Interest,  however,  begins  tc  run  from  50  days  after  the  year  from  death 
has  elapsed,  and  extensions  for  a period  beyond  50  days  should  not  be  granted;  at  the 
'end  of  the  50  days,  even  though  thi  cause  for  delay  still  exists,  the  collector  should  require 
return  to  be  m ade  in  such  manner  that  the  tax  show  n thereon  to  be  due  will  satisfy,  in  the 
collector’s  opinion,  all  tax,  the  estate  will  be  required  by  the  law  to  pay.  (See  Sec.  207, 
below  [f  126].)  The  final  return  should  be  signed  and  sworn  to  by  all  the  executors. 

Art.  XXX.  In  the  case  of  estates  having  no  executors  or  administrators,  or  where 

120  any  part  of  the  gross  estate  passes  ether  than  in  charge  of  executors  or  admin- 
istrators, the  act  places  upon  the  separate  beneficiaries,  the  precise  duties  with 

regard  tc  the  filing  of  the  return  and  the  payment  of  tax  that  are  otherwise  im  posed  cn  the 
executors  and  administrators.  Each  such  beneficiary  is  as  fully  liab  le  to  all  the  penalties 
provided  in  the  act  as  is  the  executor  or  the  administrator.  Where  the  property  is  held 
for  the  beneficiary  by  guardians,  trustees,  or  fiduciaries,  the  return  may  be  executtd  by 
*uch  representatives  of  the  beneficiary. 

Art.  XXXI.  Fach  beneficiary  making  return  for  any  part  of  the  estate  is  required 

121  by  the  law  to  give  all  the  information  possible  regarding  any  part  of  the  estate. 
The  final  and  complete  return,  in  cases  where  no  executor  or  administrator  acts, 

will  be  compiled  by  the  collector  frem  the  several  returns  of  the  individual  beneficiaries. 
After  having  determined  in  this  manner  the  total  gross  and  net  estate,  the  rate  of  tax,  and 
the  proportionate  amount  due  from  each  beneficiary,  the  collector  shall  notify  each  bene- 
ficiary accordingly,  and  w ill  enter  upon  the  assessment  list  the  amount  of  tax  apportionablc 
to  each. 

Art.  XXXII.  Since  the  gross  estate  includes  the  full  value  of  mortgaged  property, 

122  and  the  mortgages  are  to  be  deducted  instead  of  being  excluded  from  the  gross 
estate,  where  such  gross  estate,  including  the  full  value  of  mortgaged  property, 

exceeds  $60,000,  the  return  must  be  filed,  even  though  with  the  mortgages  taken  into  con- 
sideration, the  net  value  is  less  than  $50,000. 

Art.  XXXIII.  In  the  case  of  property  cf  a nonresident  decedent  in  charge  of  an 

123  agent  or  other  representative  in  this  country,  if  within  a year  from  the  day  of 
death  of  the  nonresident,  the  foreign  executor  has  failed  to  file  return,  the  collector 

shall  require  such  return  to  be  made  by  the  person  having  such  property  in  possession  and 
charge.  Nc  deductions  whatever  may  be  taken  upon  such  a return  unless  there  is  a show- 
ing that  all  the  nonresident’s  property  is  located  in  this  country  and  is  included  in  the  gross 
estate  on  the  return. 
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Under  no  circumstances  may  the  local  agent  or  representative  release  to  a foreing 

124  administrator  or  executor  or  a foreign  beneficiary  of  the  decedent,  any  property 
within  this  country  at  the  time  of  decedent’s  death,  until  either  (1)  the  tax  due 

because  thereof  has  been  paid  or  (2)  ancillary  letters  have  been  taken  out  in  this  country 
or  otherwise  provision  has  been  made  by  the  estate  for  the  satisfaction  of  the  tax  Hen 
resting  upon  the  decedent’s  property  in  this  country.  When  such  ancillary  letters  have 
been  taken  out,  or  such  provision  has  been  made,  the  local  agent,  representative,  etc.,  shall 
immediately  inform  the  collector  fully  as  to  the  facts. 

An  administrator  or  executor  acting  in  a foreign  country  will  not  be  recognized 

125  as  relieving  others  in  charge  or  possession  of  a decedent’s  property  from  respon- 
sibility for  satisfying  the  requirements  of  the  taxing  act  unless  and  until  he  has 

made  return  and  tendered  payment  of  all  tax  due.  The  penalty  denounced  in  section  210 
of  the  act  will  be  asserted  against  every  agent  or  representative  in  thi3  country  releasing 
to  a foreign  administrator  or  executor  or  beneficiary  of  the  decedent  the  property  within 
this  country,  except  where  the  requirements  of  this  regulation  have  been  complied  with. 

PAYMENT. 

126  rOld  L aw.]  Sec.  204.  That  the  tax  shall  be  due  one  year  after  the  decedent’s 
ueath.  If  tue  tax  is  paid  before  it  is  due,  a discount  at  the  rate  of  five  per  centum 

per  annum,  calculated  from  the  time  payment  is  made  to  the  date  when  the  tax  is  due,  shall 
be  deducted.  If  the  tax  is  not  paid  within  ninety  days  after  it  is  due,  interest  at  the  rate  of 
ten  per  centum  per  annum  from  the  time  of  the  decedent’s  death  shall  be  added  as  part  of 
fche  tax,  unless  because  of  claims  against  the  estate,  necessary  litigation,  or  other  unavoid- 
able delay  the  collector  finds  that  the  tax  can  not  be  determined,  in  which  case  the  interest 
shall  be  at  the  rate  of  six  per  centum  per  annum  from  the  time  of  the  decedent’s  death  until 
the  cause  of  such  delay  is  removed,  and  thereafter  at  the  rate  of  ten  per  centum  per  annum. 
Litigation  to  defeat  the  payment  of  the  tax  shall  not  be  deemed  necessary  litigation. 

Sec.  207.  That  the  executor  shall  pay  the  tax  to  the  collector  or  deputy  collector. 
If  for  any  reason  the  amount  of  the  tax  can  not  be  determined,  the  payment  of  a sum  of 
money  sufficient,  in  the  opinion  of  the  collector,  to  discharge  the  tax  shall  be  deemed  pay- 
ment in  full  of  the  tax,  except  as  in  this  section  otherwise  provided.  If  the  amount  so 
paid  exceeds  the  amount  of  the  tax  as  finally  determined,  the  Commissioner  of  Internal 
Revenue  shall  refund  such  excess  to  the  executor.  If  the  amount  of  the  tax  as  finally 
determined  exceeds  the  amount  so  paid,  the  commissioner  shall  notify  the  executor  of  the 
amount  of  such  excess.  From  the  time  of  such  notification  to  the  time  of  the  final  payment 
ofsuch  excess  part  of  the  tax  interest  shall  be  added  thereto  at  the  rate  of  ten  per  centum 
per  annum,  and  the  amount  of  such  excess  shall  be  a lien  upon  the  entire  gross  estate, 
except  such  part  thereof  as  may  have  been  sold  to  a bona  fide  purchaser  for  a fair  con- 
sideration in  money  or  money’s  worth. 

The  collector  shall  grant  to  the  person  paying  the  tax  duplicate  receipts,  either  of 
which  shall  be  sufficient  evidence  of  such  payment,  and  shall  entitle  the  executor  to  be 
credited  and  allowed  the  amount  thereof  by  any  court  having  jurisdiction  to  audit  or  settle 
bis  accounts. 

Art.  XXXIV.  Advance  payment  of  tax  in  an  estimated  lump  amount  can  not 

127  be  accepted.  The  initial  tax-payment  must  be  based  upon  a returnshowing 
reasonably  complete  and  accurate  figures  for  every  item  of  gross  estate  and 

deductions. 

Art.  XXXV.  Discount  for  advance  payment  is  computed  from  the  date  of 

128  payment  (actual  date  of  receipt  by  collector)  to  the  due  date,  i.  e.,  one  year  from 
day  of  death.  It  is  based  upon  a year  of  365  days.  An  approved  formula  for  the 

computation  is:  Tax  multiplied  by  5 per  cent,  multiplied  by  the  exact  number  of  days 

from  date  of  payment  to  due  date,  divided  by  365  equals  discount.  In  transmitting 
payment  by  mail  allowance  must  be  made  for  the  time  that  will  elapse  before  the  payment 
is  received  by  the  collector,  since  discount  can  betaken  only  from  the  date  of  actual  receipt 
of  payment. 

[See  paragraph  77  for  table  of  discounts.] 

COLLECTION  BY  COURT  PROCEEDINGS. 

129  [Old  Law.]  Sec.  208.  That  if  the  tax  herein  imposed  is  not  paid  within  sixty 
days  after  it  is  due  the  collector  shall, unless  there  is  reasonable  cause  for  further 

delay,  commence  appropriate  proceedings  in  any  court  of  the  United  States,  in  the  name  of 
«he  United  States,  to  subject  the  property  of  the  decedent  to  be  sold  under  the  judgment 
ssr  decree  of  the  court.  From  the  proceeds  of  such  sale  the  amount  of  the  tax,  together 
with  the  costs  and  expenses  of  every  description  to  be  allowed  by  the  court,  shall  be  first 
paid,  and  the  balance  shall  be  deposited  according  to  the  order  of  the  court,  to  be  paid 


WAR 


26  TAX 


2-10-19. 


ESTATE  TAX  REGULATIONS. 


under  its  direction  to  the  person  entitled  thereto.  If  the  tax  or  any  part  thereof  is  paid 
by,  or  collected  out  of  that  part  of  the  estate  passing  to  or  in  the  possession  of,  any  person 
other  than  the  executor  in  his  capacity  as  such,  such  person  shall  be  entitled  to  reimburse- 
ment out  of  any  part  of  the  estate  still  undistributed  or  by  a just  and  equitable  contribu- 
tion by  the  persons  whose  interest  in  the  estate  of  the  decedent  would  have  been  reduced 
if  the  tax  had  been  paid  before  the  distribution  of  the  estate  or  whose  interest  is  subject 
to  equal  or  prior  liability  for  the  payment  of  taxes,  debts,  or  other  charges  against  the 
estate,  it  being  the  purpose  and  intent  of  this  title  that  so  far  as  is  practicable  and  unless 
otherwise  directed  by  the  will  of  the  decedent  the  tax  shall  be  paid  out  of  the  estate  before 
its  distribution. 

Art.  XXXVI.  Collectors  should  not  bring  proceedings  for  the  collection  of 

130  estate  tax  without  first  reporting  all  the  facts  to  the  commissioner.  In  the  case 
of  the  property  in  this  country  of  nonresident  decedents,  it  is  apprehended  that 

there  may  arise  cases  where,  under  present  conditions,  it  will  be  impossible  for  payment 
of  tax  to  be  made  upon  the  due  date,  or  within  90  days  thereafter.  If  the  nonresident 
was  a citizen  of  a country  with  which  the  United  States  may  not  be  sustaining  diplomatic 
relations,  the  collector  should  report  all  the  facts  in  his  knowledge  to  the  commissioner 
immediately  upon  the  expiration  of  the  60  days  period  of  grace,  in  order  that  there  may 
be  no  delay  in  determining  what  steps  are  necessary  to  be  taken  to  assure  the  collection 
of  the  tax.  In  the  cases  of  the  estates  of  decedents  who  were  citizens  of  an  allied  or  friendly 
country  the  collector  should  report  the  facts  with  his  recommendation  at  the  expiration 
of  90  days  after  the  due  date. 

Art.  XXXVII.  The  provision  in  the  last  sentence  of  section  208  merely  recog- 

131  nizes  the  essential  fact  that  this  is  not  an  inheritance,  but  is  an  estate  tax.  It 
is  levied  upon  the  whole  net  estate  and  is  payable  therefrom  by  the  executor 

before  distribution  to  and  without  regard  to  its  effect  upon  the  several  inheritors.  In  the 
event,  therefore,  that  in  the  collection  of  the  tax  the  Government  has  proceeded  against 
that  part  of  the  estate  which  has  come  into  possession  of  an  individual  beneficiary,  the  law 
provides  an  adjustment  of  the  tax  among  the  several  beneficiaries  in  such  a manner  as  to 
restore  the  condition  that  would  have  existed  had  the  tax  been  paid  when  due,  as  a tax 
upon  and  payable  out  of  the  whole  net  estate. 

LIEN. 

132  [Old  Law.]  Sec.  209.  That  unless  the  tax  is  sooner  paid  in  full,  it  shall  be  a 
lien  for  ten  years  upon  the  gross  estate  of  the  decedent,  except  that  such  part 

of  the  gross  estate  as  is  used  for  the  payment  of  charges  against  the  estate  and  expenses 
of  its  administration,  allowed  by  any  court  having  jurisdiction  thereof,  shall  be  divested 
of  such  lien. 

If  the  decedent  makes  a transfer  of,  or  creates  a trust  with  respect  to,  any  property 
in  contemplation  of  or  intended  to  take  effect  in  possession  or  enjoyment  at  or  after  his 
death  (except  in  the  case  of  a bona  fide  sale  for  a fair  consideration  in  money  or  money’s 
worth)  and  if  the  tax  in  respect  thereto  is  not  paid  when  due,  the  transferee  or  trustee 
shall  be  personally  liable  for  such  tax,  and  such  property,  to  the  extent  of  the  decedent’s 
interest  therein  at  the  time  of  such  transfer,  shall  be  subject  to  a like  lien  equal  to  the 
amount  of  such  tax.  Any  part  of  such  property  sold  by  such  transferee  or  trustee  to  a 
bona  fide  purchaser  for  a fair  consideration  in  money  or  money’s  worth  shall  be  divested 
of  the  lien  and  a like  lien  shall  then  attach  to  all  the  property  of  such  transferee  or  trustee, 
except  any  part  sold  to  a bona  fide  purchaser  for  a fair  consideration  in  money  or  money’s 
worth. 

Note  in  connection  with  this  section  the  lien  provision  in  section  207,  which  reads: 

If  for  any  reason  the  amount  of  the  tax  can  not  be  determined,  the  payment  of  a sum 
of  money  sufficient,  in  the  opinion  of  the  collector,  to  discharge  the  tax  shall  be  deemed 
payment  in  full  of  the  tax,  except  as  in  this  section  otherwise  provided.  If  the  amount 
so  paid  exceeds  the  amount  of  the  tax  as  finally  determined,  the  Commissioner  of  Internal 
Revenue  shall  refund  such  excess  to  the  executor.  If  the  amount  of  the  tax  as  finally 
determined  exceeds  the  amount  so  paid,  the  commissioner  shall  notify  the  executor  of 
the  amount  of  such  excess.  From  the  time  of  such  notification  to  the  time  of  the  final 
payment  of  such  excess  part  of  the  tax,  interest  shall  be  added  thereto  at  the  rate  of  ten 
per  centum  per  annum,  and  the  amount  of  such  excess  shall  be  a lien  upon  the  entire  gross 
estate,  except  such  part  thereof  as  may  have  been  sold  to  a bona  fide  purchaser  for  a fair 
consideration  in  money  or  money’s  worth. 

Art.  XXXVIII.  The  provisions  of  section  209  apply  where  the  tax  shown 

1 33  upon  a final  return  to  be  due  remains  unpaid.  The  provision  above  quoted 
from  section  207  applies  where,  after  payment  of  the  tax  shown  upon  a return 

accepted  by  the  collector  and  the  commissioner  as  final,  it  should  be  discovered  later 
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whether  because  of  court  decisions  necessitating  a change  in  rulings,  or  because  of  the 
discovery  of  additional  property  subject  to  inclusion  in  the  gross  estate,  or  for  any  other 
reason,  that  an  additional  tax  must  be  assessed.  In  other  words,  the  tax  shown  to  be 
due  upon  a final  return  is  a lien  for  ten  years,  or  until  sooner  paid,  upon  the  entire  gross 
estate,  except  such  part  as  is  used  for  the  payment  of  charges  and  expenses  of  administra- 
tion, this  lien  following  the  property  into  the  hands  of  distributees  and  purchasers.  But 
once  the  tax  has  been  paid  upon  a return  accepted  by  the  commissioner  as  final,  if  later 
additional  tax  is  found  to  be  due,  the  lien  for  this  additional  tax  rests  upon  the  property 
in  the  hands  of  the  decedent’s  executor  or  beneficiaries,  but  does  not  rest  upon  any  part 
of  the  decedent’s  property  which  may  have  been  sold  to  a bona  fide  purchaser. 

PENALTIES. 

134  [Old  Law.]  Sec.  210.  That  whoever  knowingly  makes  any  false  statement 
in  any  notice  or  return  required  to  be  filed  by  this  title  shall  be  liable  to  a penalty 
of  not  exceeding  $5,000,  or  imprisonment  not  exceeding  one  year,  or  both,  in  the  discretion 
of  the  court. 

Whoever  fails  to  comply  with  any  duty  imposed  upon  him  by  section  two  hundred 
and  five,  or  having  in  his  possession  or  control  any  record,  file,  or  paper  containing  or  sup- 
posed to  contain  any  information  concerning  the  estate  of  the  decedent,  fails  to  exhibit  the 
same  upon  request  to  the  Commissioner  of  Internal  Revenue  or  any  collector  or  law  officer 
of  the  United  Stages,  or  his  duly  authorized  deputy  or  agent,  who  desires  to  examine  the 
same  in  the  performance  of  his  duties  under  this  title,  shall  be  liable  to  a penalty  of  not 
exceeding  $500,  to  be  recovered,  with  costs  of  suit,  in  a civil  action  in  the  name  of  the 
United  States. 

Art.  XXXIX.  It  should  be  noted  that  an  internal-revenue  agent,  inspector  or 

1 35  deputy  collector,  or  any  duly  authorized  representative  of  the  commissioner 
when  instructed  by  the  commissioner  and  after  due  request,  has  complete  authority 

to  examine  records  containing  or  by  him  supposed  to  contain  any  data  bearing  upon  the 
question  of  the  liability  of  an  estate  to  tax.  It  is  not  necessary  for  the  collector  to  issue 
a summons  for  the  production  of  such  records  in  his  presence.  The  provision  in  section 
3173  R.  S.  [See  Miscellaneous  Matters  at  the  back  of  the  book]  is  supplemented,  for  the 
purposes  of  this  title,  by  the  explicit  provision  of  section  210. 

ADMINISTRATION. 

136  [Old  Law.]  Sec.  211.  That  all  administrative,  special,  and  general  provisions 
of  law,  including  the  laws  in  relation  to  the  assessment  and  collection  of  taxes,  not 

heretofore  specifically  repealed  are  hereby  made  to  apply  to  this  title  so  far  as  applicable 
and  not  inconsistent  with  its  provisions. 

Sec.  212.  That  the  Commissioner  of  Internal  Revenue,  with  the  approval  of  the 
Secretary  of  the  Treasury,  shall  make  such  regulations  and  prescribe  and  require  the  use 
of  such  books  and  forms  as  he  may  deem  necessary  to  carry  out  the  provisions  of  this  title. 

*•****♦***  •• 

Sec.  902.  That  unless  otherwise  herein  specifically  provided,  this  act  shall  take  effect 
on  the  day  following  its  passage,  and  all  provisions  of  any  act  or  acts  inconsistent  with 
the  provisions  of  this  act  are  hereby  repealed. 

Approved,  September  8,  1916. 

Art.  XL.  Collectors  will  not  report  on  the  assessment  list,  Form  23,  estate  tax, 

137  except  as  an  advance  collection  and  with  each  list  forwarded  on  which  such  tax  is 
reported  from  estates  where  the  date  of  death  was  March  3,  1917,  and  subsequent 

thereto  will  be  attached  a receipt  Form  476,  covering  such  taxes  collected.  It  should  be 
borne  in  mind  that  only  estate  tax  under  the  act  of  March  3,  1917,  will  be  entered  on  this 
receipt  and  for  lists  closing  quarters  of  the  fiscal  year  two  receipts  Form  476  will  be  fur- 
nished one  for  estate  tax  under  the  act  mentioned  and  the  other  for  all  other  advance 
collections  reported  on  that  list. 

Art.  XLI.  The  act  does  not  apply  to  the  estates  of  decedents  who  died  on  or 

138  before  September  8,  1916.  (Regulations  No.  37,  May,  1917.) 

139  Beneficiaries  Coming  into  Possession  of  any  Property  of  a Decedent  where  no 
Executor  or  Administrator  of  theDecendent’s  Property  is  Acting  and  Beneficiaries 

Coming  into  Possession  of  any  Property  of  a Decedent  Prior  to  the  Appointment  of  Exec- 
utors or  Administrators,  are  Required,  where  the  Estate  would  be  Subject  to  Taxation,  to 
File  the  Thirty-day  Notice  and  the  Return  Provided  by  Section  205,  Title  II,  Revenue 
Act  of  September  8, 1916. — The  subjoined  extract  from  an  opinion  of  the  Solicitor  of  Internal 
Revenue,  dated  September  23,  1916,  is  published  for  the  information  of  those  concerned. 
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“The  said  law,  the  Revtenue  Act  of  September  8,  1916,  section  200,  defines  the 
term  ‘executor’  as  meaning,  ‘the  executor  or  administrator,  of  the  decedent,  or,  if  there 
is  no  executor  or  administrator  any  person  who  takes  possession  of  any  property  of  the 
decedent.’ 

“Section  205  requires  ‘that  the  executor,  within  30  days  after  qualifying  as  such, 
or  after  coming  into  possession  of  any  property  of  the  decedent,  whichever  event  first 
occurs,  shall  give  written  notice  thereof  to  the  collector;’  and  that  ‘the  executor  shall 
also,  at  such  times  and  in  such  manner  as  may  be  required  by  the  regulations  made 
under  this  title,  file  with  the  collector  a return  under  oath  in  duplicate,  setting  forth 
the  value,  of  the  gross  efetate,’  etc. 

“Manifestly  the  purpose  of  the  law  is  to  secure  such  information  and  returns  as 
will  enable  the  Government  to  properly  execute  the  law  and  collect  such  taxes  as  may 
be  thereby  imposed. 

“In  view  of  this  uniform  interpretation  as  to  the  requirement  of  notice  and  returns 
in  all  matters  of  revenue  taxation,  as  well  as  the  specific  language  of  the  law,  I am  of 
the  opinion  that  you  are  justified  in  the  preparation  of  regulations  requiring  persons 
who  come  into  possession  of  the  property  of  a decedent,  or  any  part  thereof,  prior  to 
the  appointment  of  executors  or  administrators,  to  give  due  and  proper  notice  to  the 
Collector  of  that  fact.  When  executors  or  administrators  are  appointed  they,  of  course, 
supersede  all  other  persons  in  the  control  of  the  property  whether  such  persons  are  in 
possession  or. not,  and  the  duty  of  giving  notice  and  making  returns  for  the  entire 
estate  immediately  devolves  upon  such  executors  or  administrators.”  (T.  D.  2372, 
Sept.  25,  1916.) 

140  Transfers  of  Property  made  Prior  to  Septembers,  1916,  or  by  Instrument  dated 
Prior  thereto,  but  made  in  Contemplation  of  Death  are  Taxable  where  the  Trans- 
feror Died  after  September  8,  1916,  leaving  a Total  Estate  exceeding  the  Specific  Exemp- 
tion.—Replying  to  the  inquiry  in  your  letter  of  the  10th  instant,  you  are  informed  that 
Paragraph  B of  Section  202,  Title  II,  of  the  Act  of  September  8,  1916,  provides  for  the 
inclusion  in  the  gross  estate  of  a decedent  dying  on  or  after  September  9,  1916,  of  any 
interest  of  which  the  decedent  “has,  at  any  time , made  a transfer”  in  contemplation  of,  or 
intended  to.  take  effect  at  or  after,  decedent’s  death. 

This  language  is  so  specific  that  it  hardly  would  seem  open  to  question  that 

141  Congress  intended  to  include  in  the  gross  estate,  not  only  such  transfers  including 
gifts  and  sales  not  bona  fide  made  by  instrument  dated  after  September  8,  1916. 

or  where  the  actual  transfer  took  place  after  that  date,  but  transfers  of  any  kind  made  in 
contemplation  of  death  at  any  time  whatsoever  prior  to  September  8,  1916.  It  is  believed 
also  that  there  is  no  question  of  the  power  of  Congress  to  enact  such  revenue  legislation. 
The  test  of  the  tax  liability  is  not  in  such  cases  the  date  of  the  instrument  making  the 
transfer,  or  the  date  of  the  actual  transfer,  but  the  date  of  the  death  of  the  decedent. 
(T.  D.  2385,  Oct.  21,  1916.) 

142  Advancements  made  Prior  to  Death  to  be  Credited  to  the  Respective  Shares  of 
Legatees  are  Considered  as  Gifts  made  by  the  Decedent  in  Contemplation  of  Death 

and  so,  as  part  of  his  Gross  Estate. — Receipt  is  acknowledged  of  your  recent  letter,  with 
which  you  enclose  inquiry  from  Phelps,  Winston  & Wharton,  Attorneys  at  Law,  Los 

Angeles,  with  reference  to  the  estate  of late  of  Los  Angeles.  ![When  a gift 

is  an  advancement,  to  be  credited  in  determining  the  shares  of  legatees,  the  value  thereof 
must  be  included  in  the  gross  estate.  (In  re  Beddington,  L.  R.  1900,  1 Ch.  17.1).  ^Accord- 
ingly, gifts  of  this  nature  made  by  the  deceased  are  regarded  as  having  been  “in  contempla- 
tion of  death,”  and  you  should  require  the  executor  to  file  notice  and  return  for  Federal 
estate  tax.  (Letter  to  the  Collector  of  Internal  Revenue  of  the  Sixth  California  District 
from  the  Bureau  of  Internal  Revenue,  dated  July  6,  1917.) 

1 43  Income  Earned  after  Decedent’s  Death  and  Appreciation  in  Values  During  Admin- 
istration are  not  to  be  Returned  as  a Portion  of  the  Gross  Estate. — Replying  further 

to  your  letter  of  October  26,  1916,  you  are  informed  that  Art.  VII  of  Regulations  37*  has 
been  reconsidered  and  in  view  of  an  opinion  of  the  Solicitor  of  Internal  Revenue  dated 
November  9th,  sustained  in  an  opinion  of  the  Attorney  General  of  November  29th, 
it  is  held  that,  for  the  purpose  of  tax  under  Title  II  of  the  Revenue  Act  of  September  8, 
1916,  the  gross  estate  of  a decedent  must  be  based  upon  the  value  of  the  property  at  the 
time  of  decedent’s  death,  and  income  earned  after  death  and  appreciation  in  values  during 
administration  shall  be  not  returned  for  estate  tax.  (T.  D.  2406,  Dec.  2,  1916.) 


•Superseded  by  Revised  Regulations  No.  37  (May,  1917). 
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1 44  Computation  of  Dividends  upon  Stock  and  Interest  upon  Bonds  owned  by  Dece- 
dent Whose  Estate  is  Taxable. — Receipt  is  acknowledged  of  your  letter  of  the 

16th  instant  with  regard  to  accrued  income  on  stock  in  corporations  owned  by  a decedent 
at  the  time  of  death,  and  in  reply  you  are  informed  that  there  should  be  included  in  the 
gross  estate  the  entire  dividend  declared  prior  to  the  day  of  death,  whether  received  before 
or  after  that  day.  No  part  of  a dividend  declared  after  death  should  be  included  in  the 
gross  estate. 

With  regard  to  bonds,  obviously  a different  rule  applies  and  the  actual  interest 

145  accrued  to  the  day  of  death  must  be  returned  as  a portion  of  the  gross  estate 
(T.  D.  2483,  April  20,  1917.) 

146  Determination  of  Value  of  Stock  on  Day  of  Death,  Where  no  Sale  Has  Taken 
Place  on  Day  of  Death. — In  view  of  an  opinion  of  the  Solicitor  of  Internal  Revenue 

and  in  order  that  the  practice  of  the  capital  stock  section  and  estate  tax  division  may  be 
uniform  in  this  regard,  a modification  is  made  in  the  method  of  determining  for  estate 
tax  purposes  the  value  on  the  day  of  death  of  stock  and  bonds  traded  upon  the  market, 
where  no  sale  has  taken  place  upon  the  day  of  death.  Hereafter,  in  such  a case,  the  value 
to  be  reported  on  Form706  is  the  highest  bid  price  on  the  day  of  death,  instead  of,  as  here- 
tofore, an  average  between  bid  and  asked. 

Please  instruct  officers  engaged  on  estate  tax  work  accordingly.  (Mim.  No.  1579, 

147  July  25,  1917.) 

148  Taxability  of  Decedent’s  Interest  in  Real  Estate  held  by  Him  and  Another  at 
His  Death  as  Tenants  in  Entirety. — Receipt  is  acknowledged  of  your  letter  of  the 

16th  inst.,  with  regard  to  the  Federal  Estate  Tax,  stating  that  in  Pennsylvania  where  a 
husband  and  wife  have  real  estate  conveyed  to  them,  unless  expressly  declared  otherwise 
in  the  deed  of  conveyance,  the  real  estate  is  held  by  them  as  tenants  in  entirety  and  on  the 
death  of  either  the  whole  goes  to  the  survivor.  The  estate  of  the  husband  and  wife  is  a 
unit  of  indivisible  parts  and  upon  the  death  of  either,  they  being  one  person  in  law,  the  su- 
vivor  takes  no  new  estate.  Each  of  the  holders  is  seized  of  the  whole  estate  from  its  incep- 
tion and  upon  the  death  of  one,  the  other  takes  no  new  title  and  acquired  no  original  interest, 
you  inquire  whether  such  property  is  to  be  included  as  a part  of  the  decedent  tenant’s 
gross  estate  under  the  provisions  of  Section  202,  Paragraph  (c)  of  the  taxing  act. 

There  can  be  no  question  of  the  intent  of  Congress  to  levy  estate  tax  because  of 

149  such  an  interest,  the  paragraph  in  question  providing  that  all  the  property  held 
thus  in  entirety  by  the  decedent  and  another  shall  be  subject  to  the  tax  “except 

such  part  thereof  as  may  be  shown  to  have  originally  belonged  to  such  other  person  and 
never  to  have  belonged  to  the  decedent”.  Under  the  Pennsylvania  law  as  stated  by  you, 
the  Government  would  be  justified  in  taxing  the  entire  estate  held  thus  jointly,  if  the 
language  of  Congress  were  to  be  interpreted  in  its  most  technical  and  narrow  sense.  How- 
ever, it  seems  clear  that  it  was  not  the  intent  of  Congress  in  such  a case  to  tax  the  whole 
estate  held  in  entirety,  but  only  such  a share  thereof  as  could  be  fairly  considered  to  have 
represented  the  equitable  interests  of  the  decedent  tenant.  It  will  be  ruled,  therefore, 
that  in  such  a case  as  you  cite  one-half  the  total  value,  as  of  the  day  of  the  decedent’s  death, 
of  the  entire  property  held  by  the  decedent  and  decedent’s  husband  or  wife,  as  the  case  may 
be,  as  tenants  in  entirety,  must  be  included  upon  the  return  of  the  decedent’s  estate  as  a 
part  of  the  gross  estate.  (Mimeograph  letter  to  Collectors,  signed  by  Commissioner 
W.  H.  Osborn,  and  dated  Jan.  30,  1917.) 

150  Thirty-day  Notice,  Return,  and  Tax  Payment  Required  of  Representatives  in 
This  Country  of  Non-Residents  where  no  Executor  Acts  Within  the  Required 

Time;  also  a Similar  Requirement  in  the  Case  of  Fiduciaries  Holding  Property  of  a Resi- 
dent Where  no  Executor  Acts. — Inquiry  has  been  made  of  this  office  as  to  the  liability 
under  Section  205  of  the  Revenue  Act  of  September  8,  1916,  of  representatives  in  this 
country  of  a non-resident  decedent  leaving  property  in  the  hands  of  the  representatives, 
where,  so  far  as  the  representatives  know,  no  executor  has  been  appointed. 

Section  205  of  the  Act  requires  that  the  “executor”  within  thirty  days  after 

151  qualifying  as  such,  or  after  taking  possession  of  any  property  of  decedent  which- 
ever event  first  occurs,  shall  give  notice  to  the  proper  collector,  and  that  later 

the  “executor”  shall  file  return  of  the  estate.  Section  207  requires  that  the  “executor” 
shall  pay  the  tax  to  the  proper  collector  or  his  deputy.  In  Section  200  the  term  “executor” 
as  used  throughout  Title  II  is  defined  as  meaning  either  the  executor  or  administrator, 
or  if  there  is  none,  “any  person  who  takes  possession  of  any  property  of  the  decedent.” 
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In  the  instance  cited  to  this  office  for  ruling,  it  is  argued  that  the  representatives 
152  in  this  country  of  the  non-resident  decedent  do  not  “take  possession”  of  decedent’s 
property,  and  that,  since  the  representatives  are  neither  administrators  nor 
beneficiaries,  they  can  not  be  required  to  file  the  thirty-day  notice,  or  return,  or  make 
payment  of  the  tax. 

From  this  view  the  Government  must  dissent,  for  although  there  is  no  change  of 

163  agent  or  representative,  there  is,  immediately  upon  the  non-resident’s  death,  a 
complete  change  in  the  character  of  the  agency.  Prior  to  the  death,  the  local 

representatives  held  the  property  in  charge  for  the  non-resident,  but  immediately  the 
death  has  occurred,  they  hold  subject  to  the  order  of  executors  or  administrators,  and  for 
the  beneficiaries  legally  entitled  thereto.  At  the  moment  of  death,  there  is,  on  the  part 
of  the  local  representatives,  an  actual  legal  taking  of  possession  for  succeeding  owners; 
a change  in  the  conditions  of  possession  so  complete  that  no  actuality  would  be  added  by  the 
substitution  of  other  agents.  It  is  clear,  therefore,  that,  under  the  provisions  of  Title  II, 
such  representatives  are  responsible  for  the  filing  of  the  thirty-day  notice  and  can  be  saved 
from  this  responsibility  only  if,  prior  to  the  expiration  of  thirty  days  from  the  death  of  the 
non-resident,  the  required  notice  has  been  filed  by  the  executor  or  administrator. 

Further  weight  is  given  to  this  ruling  by  a consideration  of  the  very  evident  intent 

1 64  of  Congress  in  its  definition  in  Section  200  of  the  term  “executor.”  This  definition 
was  given  with  the  sole  purpose  of  providing  effective  means  for  the  ascertainment 

and  collection  of  the  tax  due  in  every  case  where  the  complete  facts  might  not  be  known 
to  the  executor  or  where  the  executor  might  be  in  a position  successfully  to  evade  his 
responsibilities  under  the  taxing  act.  Obviously,  the  object  on  the  part  of  Congress  in 
causing  “ any  per  son  who  takes  possession  of  any  property  of  the  decedent”  to  share  equally 
with  executors  and  administrators  the  liability  to  render  notice  and  return  and  pay  the  tax, 
was  that  there  should  not  be,  under  any  circumstances  of  transmission,  a failure  of  the 
administrative  power  to  secure  a full  disclosure  of  the  facts  and  a complete  satisfaction 
of  the  tax.  Congress  must  have  foreseen,  in  enacting  the  final  paragraph  of  Section  202, 
that  without  such  an  administrative  requirement  as  this,  the  tax  due  because  of  stock  owned 
by  a nonresident  in  domestic  corporations  could  be  successfully  evaded.  The  definition 
of  “executor”  in  Section  200  was  made  intentionally  so  broad  that  no  property  subject  to 
the  tax  could  escape  taxation  through  any  uncertainty  as  to  the  person  liable  for  giving 
accurate  information  with  regard  thereto. 

The  thirty-day  notice  will,  therefore,  be  required  in  every  case  of  such  repre- 
1 66  sentatives  in  the  United  States  of  nonresident  decedents,  unless  the  representatives 
know  that  within  thirty  days  after  the  death  of  the  decedent  the  executor  or  ad- 
ministrator has  filed  the  notice.  Similarly,  the  return  for  the  portion  of  the  estate  within 
their  charge  will  be  required  of  the  local  representatives  within  one  year  from  the  death 
of  the  decedent,  unless  the  local  representatives,  prior  to  that  time,  have  ascertained  that 
the  executor  or  administrator  has  filed  the  return.  Similarly,  tax  payment  will  be  required 
of  the  representatives  out  of  the  property  in  their  charge,  if  payment  has  not  been  made 
before  the  due  date  by  the  executor  or  administrator.  The  penalty  imposed  in  Section  2 10 
for  failure  to  fulfill  these  requirements  is  $500,  to  be  recovered  with  costs  of  suit  in  civil 
action. 

This  ruling. applies  also  with  regard  to  certain  property  of  residents,  such,  as  the 
166  decedent’s  interest  in  joint  bank  accounts  or  any  other  property  owned  jointly, 
or  as  tenants  in  entirety,  and  property  conveyed  by  deed  of  trust.  In  such  cases, 
the  fiduciary  holding  for  the  succeeding  beneficiary  the  decedent’s  share  of  the  joint  account, 
or  other  property  jointly  owned,  or  acting  as  trustee  of  property  conveyed  to  beneficiaries 
by  a deed  of  trust,  is  required  to  file  the  thirty-day  notice  and  the  return  and  make  tax 
payment,  unless,  within  the  required  periods,  the  requirements  of  the  law  have  been  other- 
wise fully  satisfied.  (T.  D.  2421.  Dec.  22,  1916.)  J 
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within  the  United  States,  Hawaii,  or  Alaska. 

Penalties. — For  knowingly  making  false  statement  in  this  notice,  a fine  not  to  exceed  $5,000,  or  imprisonment,  or  both.  For 
failure  to  file  the  notice,  as  required  by  section  205,  Title  II,  Revenue  Act  of  September  8,  1916,  a fine  not  to  exceed  $500  with  costs 
of  suit. 


ESTATE  TAX  REGULATIONS. 


167  Responsibility  of  Transfer  Agents  in  Connection  with  the  Filing  of  the  Thirty- 
Day  Notice. — Replying  to  your  letter  of  the  2nd  instant,  you  are  informed  that 
it  is  not  necessary  for  transfer  agents  of  corporations  to  determine,  prior  to  the  transfer 
of  stock  to  duly  authorized  administrators  or  executors  of  the  estates  of  resident  decedents, 
whether  such  administrators  or  executors  have  filed  Form  704,  thirty-day  notice,  with  the 
proper  Collector,  nor  would  it  be  necessary  for  them  to  determine  whether  the  required 
notice  had  been  filed  before  transferring,  at  the  order  of  the  duly  qualified  executors  or 
administrators,  the  stock  to  the  beneficiaries.  Where,  however,  stock  is  to  be  transferred 
to  the  owner  next  succeeding  the  decedent  owner  and  the  transfer  is  made  directly  and 
without  the  intervention  of  executors  or  administrators,  the  transfer  agent  should,  in  such 
a case,  determine  that  the  beneficiary  has  filed  the  Form  704  [see  ^[159  below]  with  the 
proper  Collector. 

The  primary  duty  of  filing  the  thirty-day  notice  is  imposed  by  the  law  upon  execu- 
1 68  tors  and  administrators  where  they  are  in  a position  to  comply  fully  with  the  law 
and  to  assure  the  full  collection  of  the  tax  due.  The  burden  is  shifted  to  others 
in  possession  of  the  property  only  where  the  property  because  of  which  tax  is  due  passes 
in  such  a way  that  it  may  be  possible  to  evade  tax  if  those  in  possession  are  not  held  re- 
sponsible for  satisfying  the  requirements  of  the  law  as  to  the  filing  of  the  thirty-day  notice 
and  return  and  making  of  tax  payment.  (Mimeograph  letter  to  Collectors,  Feb.  6,  1917.) 

169  Form  704  (Thirty-Day  Notice)  is  for  Exclusive  Use  of  Executors  or  Administrators. 
— Replying  to  your  letter  of  the  14th  instant,  you  are  informed  that  the  mimeo- 
graph letter  of  February  6,  1917,  published  on  page  36  of  your  War  Tax  Service  is  in  error 
in  stating  that  beneficiaries  should  file  Form  704.  The  proper  form  is,  of  course,  705, 
Form  704  being  for  the  exclusive  use  of  executors  or  administrators.  (Letter  to  The 
Corporation  Trust  Company,  signed  by  Deputy  Commissioner  G.  E.  Fletcher,  and  dated 
March  14,  1917.) 

1 60  Duties  of  Heirs,  Donees,  Trustees,  Fiduciaries,  Transfer  Agents,  and  Others 
Having  or  Coming  into  Possession  of  Property  of  a Decedent  Whose  Estate 
is  Liable  for  Estate  Tax. — Section  200  of  the  revenue  act  of  September  8,  1916,  in  defining 
the  term  “executor”  as  including,  “if  there  is  no  executor  or  administrator,  any  person  who 
takes  possession  of  any  property  of  the  decedent,”  clearly  intended  to  provide  that  wherever 
circumstances  are  such  that  the  Government  could  not  proceed  against  an  administrator 
or  executor  for  satisfaction  of  the  requirements  of  the  taxing  act  there  shall  be  no  failure, 
because  of  inability  to  hold  others  in  possession  responsible,  to  collect  the  whole  tax  due. 

Careful  consideration  has  been  given  in  the  light  of  this  intent  of  Congress  to  the 
161  problem  of  determining  how  far  the  duties  of  filing  30-day  notice  and  return 
and  making  tax  payment  may  bejeft  solely  to  duly  appointed  executors  or  admin- 
istrators, and  to  what  extent,  in  order  to  insure  the  collection  of  tax  due,  others  in  posses- 
sion must  be  required  to  assume  these  responsibilities.  As  a result  of  this  consideration 
the  following  supplemental  regulations  are  promulgated,  under  authority  of  section  212 
of  the  Act. 

Estates  of  Resident  Decedents. 

[T.  D.  2490,  If  185  is  to  be  read  for  modifications  of  the  following.] 

1 62  Thirty-day  notice  (Form  705)  [page  34]  must  be  filed,  within  30  days  after  death 
of  the  decedent  whose  estate  is  taxable,  by  others  than  executors  or  administrators, 
as  follows: 

(1)  By  the  surviving  husband  or  wife,  as  the  case  may  be,  for  one-half  the  value 
163  at  the  decedent’s  death,  of  community  property  owned  by  the  decedent  and 
the  survivor. 

1 64  (2)  By  the  first  taker  after  the  decedent  of  any  of  decedent’s  real  property  where 

this  passes,  in  accordance  with  the  local  law,  directly  to  the  heirs  of  decedent. 

165  (3)  By  donees  who  have  received  within  two  years  prior  to  the  decedent’s  death 

any  gift  of  material  value  from  the  decedent,  or  who  have  received  at  any  time 
whatever  gifts  made  by  decedent  in  contemplation  of,  or  intended  to  take  legal  effect  at, 
death. 

(4)  By  trustees  holding  property  conveyed  during  lifetime  by  the  decedent  in 
1 66  contemplation  of  death  or  with  intent  to  provide  for  others  than  decedent  at  or 
after  decedent’s  death,  regardless  of  the  date  of  the  instrument  making  the  con- 
veyance. or  the  date  of  possession  by  the  trustee,  or  the  date  of  vesting  of  the  right  .of 
survivors  to  possession  or  enjoyment  at  or  after  decedent’s  death. ! * . _ 

1 67  (5)  By  fiduciaries  holding  property  of  any  kind  jointly  or  in  entirety  for  '.the 

decedent  and  another  or  others. 
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1 68  (6)  By  any  other  person,  persons,  joint-stock  companies,  corporations,  or  asso- 

ciations holding  at,  or  taking  immediately  upon,  decedent’s  death  any  property 
inclusive  in  the  gross  estate  under  the  definition  of  section  202  of  the  taxing  act,  which 
property  may  not  be  taken  in  charge  by  decedent’s  executors  or  administrators,  if  any. 

When  the  collector  of  internal  revenue  shall  receive  Form  705,  filed  as  _above 
1 69  required,  he  shall  proceed  as  indicated  in  Article  XIT.of  regulations  No.  37.  If, 
at  the  expiration  of  one  year  from  decedent’s  death,  it  has  not  been  ascertained 
that  an  administrator  or  executor  has  been  appointed  for  the  decedent’s  estate,  the  collector 
will  proceed  to  secure  return  and  tax  payment  from  the  beneficiary  or  beneficiaries,  in  ac- 
cordance with  Articles  XVI  and  XVII  of  regulations  No.  37.  [The  references  are  to  the 
original  Regulations  No.  37,  superseded  by  the  revision  of  May,  1917,  ^[80.] 

Estates  of  Non-Resident  Decedents. 

[T.  D.  2490  (Hi 85)  is  to  be  read  for  modifications  of  the  following.] 

170  The  30-day  notice  (Form  705)  is  required  to  be. filed  for  all  property  of  every 
kind,  located  or  legally  situate  in  this  country  (including  Hawaii  and  Alaska), 

by  those  agents  or  representatives,  donees,  transferees,  trustees,  or  fiduciaries  of  a de- 
cedent dying  domiciled  abroad,  whether  alien  or  citizen  of  the  United  States.  The  notice 
must  be  filed  within  30  days  from  decedent’s  death  with  the  collector  of  internal  revenue 
in  whose  district  the  property  within  this  country  is  situate,  unless  the  local  agent,  etc.„ 
having  the  property  in  charge  knows  that  there  is  other  property  of  decedent  located  in 
another  collection  district,  in  which  case  the  notice  is  to  be  filed  with  the  collector  of  internal 
revenue,  Baltimore,  Md. 

If  it  be  not  possible  for  the  local  agent,  representative,  etc.,  to  file  the  notice  within 

171  30  days  from  death  of  the  nonresident,  the  penalty  denounced  in  section  210 
will  not  be  asserted  if  the  notice  is  filed  within  30  days  from. the  day  upon  which  the 

local  agent,  representative,  etc.,  receives  information  of  the  nonresident  decedent’s  death. 

Each  collector  receiving  Form  705  showing  property  of  a nonresident  will  im- 
1 72  mediately  inform  the  commissioner  of  the  fact.  A record  will  be  kept  in  the 
commissioner’s  office  from  which  it  can  be  determined  whether  Forms  705  for  a 
given  estate  have  been  filed  in  more  than  one  collection  district,  in  which  case  the  several' 
collectors  will  be  instructed  to  forward  the  Forms  705  to  the  collector  at  Baltimore,  Md. 

In  due  time,  if  the  administrator  or  executor  of  the  nonresident  decedent  has 
1 73  failed  to  file  return  as  provided  in  section  203,  paragraph  (b),  and  pay  the  tax  due*, 
the  collector  shall  require  such  return  and  tax  payment  from  the  local  agent,  rep- 
resentative,  etc.  No  deductions  whatever  from  the  gross  estate  will  be  allowed  in  such  a 
case  unless  all  the  property  of  the  nonresident  decedent  is  shown  to  be  located  in  this 
country  and  it  is  established  that  all  has  been  returned  for  estate  tax.  Where  there  is 
more  than  one  holder  in  this  country  of  decedent’s  property,  the  collector  will  aggregate 
the  separate  returns,  proceeding  in  accordance  with  Article  XVII  of  regulations  No.  37. 

Under  no  circumstances  may  the  local  agent,  representative,  etc.,  release  to  a 
1 74  foreign  administrator  or  executor  or  a foreign  beneficiary  of  the  decedent  any 
property  within  this  country  at  the  time  of  decedent’s  death  until  e'ther  (1)  the 
tax  due  because  thereof  has  been  paid  or  (2)  ancillary  letters  have  been  taken  out  in  this 
country  or  otherwise  provision  has  been  made  by  the  estate  for  the  satisfaction  of  the  tax 
lien  resting  upon  the  decedent’s  property  in  this  country.  When  such  ancillary  letters  have 
been  taken  out  or  such  provision  has  been  made,  the  local  agent,  representative,  etc.,  shall 
immediately  inform  the  collector  fully  as  to  the  facts. 

An  administrator  or  executor  acting  in  a foreign  country  will  not  be  recognized 
1 76  as  relieving  others  in  charge  or  possession  of  a decedent’s  property  from  responsi- 
bility for  satisfying  the  requirements  of  the  taxing  act  unless  and  until  he  has 
made  return  and.  tendered  payment  of  all  tax  due.  The  penalty  denounced  in  section 
210  of  the  act  will  be  asserted  against  every  agent,  representative,  etc.,  in  this  country 
releasing  to  a foreign  administrator  or  executor  or  beneficiary  of  the  decedent  the  property 
within  this  country,  except  where  the  requirements  of  this  regulation  have  been  complied 
with. 

The  above  regulation  fully  applies  to  transfer  agents  of  corporate  stock  or  bonds, 
176  [Read  T.  D.  2530,  Hf208]  receiving  into  possession  for  transfer  purposes  such 
personalty  of  a nonresident  decedent.  The  transfer  shall  not  be  effected  or  the 
stock  or  bonds  released  to  the  foreign  administrator  or  executor  or  the  succeeding  bene- 
ficiary until  the  transfer  agent  shall  have  been  fully  assured  either  that  the  tax  due  has 
been  paid  or  that  ancillary  letters  have  been  taken  out  in  this  country  or  provision  other- 
wise made  for  the  satisfaction  of  the  tax  lien  against  the  estate. 
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This  ruling  applied  also  to  safe-deposit  companies,  warehouses,  and  similar 

177  custodians  of  property  in  this  country  of  a nonresident  decedent,  to  brokers 
holding  as  collateral  securities  belonging  to  a nonresident  decedent,  to  banking 

institutions  holding  money  of  nonresident  decedents  on  deposit  or  for  any  specific  purpose, 
such  as  the  purchase  of  goods,  so  long  as  the  title  rests  in  the  nonresident  decedent,  his 
estate  or  his  heirs,  and  to  debtors  in  this  country  of  nonresident  decedents. 

It  does  not  apply  to  carriers  of  property  of  a nonresident  decedent  while  such 

178  property  is  in  their  charge  for  the  purpose  of  transit.  (T.  D.  2454,  Feb.  28,  1917.) 

179  Duties  of  Transfer  Agents,  Registrars  of  Bonds,  Etc.,  on  Receiving  Directions 
for  Transfer  of  Property  Theretofore  Owned  by  a Non-Resident  Decedent. — 

Referring  to  your  recent  personal  calls  explaining  the  impracticability  under  present 
conditions  of  requiring  transfer  agents  of  corporate  stock  to  withhold  transfer  until  pro- 
vision has  been  made  for  the  payment  of  estate  tax,  you  are  informed  that  it  has  been 
decided  to  modify  Treasury  Decision  No.  2454  [^[160  and  particularly  ^[176]  in  this  regard, 
requiring  that  transfer  agents,  registers  of  bonds  and  paying  agents  of  corporations  shall 
file  immediately  upon  receiving  directions  for  transfer  of  property  theretofore  owned  by 
a nonresident  decedent  a comprehensive  notice  with  the  proper  Collector  of  Internal 
Revenue,  this  notice  to  show  the  name  and  address  of  the  nonresident  decedent  and  descrip- 
tion and  statement  of  the  value  of  the  property  transferred  or  to  be  transferred  and  the 
address  and  description  of  the  person  to  whom  transfer  is  made.  A special  form  for  the  use 
of  such  corporate  agents  is  in  preparation  but  in  the  meantime  the  Collectors  will  accept 
informal  statements  giving  the  data  indicated  above.  If  this  notice  be  filed  immediately 
transfer  agents  need  not  withhold  the  transfers.  Of  course,  if  at  the  required  time  return 
is  not  made  and  tax  is  not  paid  by  the  executors  or  beneficiaries  of  the  nonresident  decedent 
the  Collector  will  proceed  in  the  United  States  Court  for  a collection  of  the  tax  under 
the  provisions  of  Section  208  of  the  taxing  act.  This  accommodation  is  made  in  view 
of  the  abnormal  conditions  at  present  prevailing  and  is  liable  to  revocation  if  it  shall  be 
found  that  the  security  of  the  revenue  requires  added  protection  in  this  regard.  This 
regulation  is  not  to  be  construed  as  a modification  of  the  definition  heretofore  promulgated 
as  to  the  meaning  and  scope  of  the  term  “executor”  as  used  in  the  taxing  act.  (Letter  to 
Guv  Stevens,  New  York,  N.  Y.,  signed  by  Commissioner  W.  H.  Osborn,  and  dated  May 
10,  1917,) 

180  Status  of  Certain  Intangible  Properties  in  the  Estates  of  Non-Resident  Deced- 
ents.—[In  connection  with  the  following  read  T.  D.  2530,  1[208.]  Replying  to 

your  letter  of  recent  date  requesting  Department  ruling  with  regard  to  the  liability  to 
Estate  Tax  because  of  certain  property  owned  by  a nonresident,  I beg  to  state  that  the 
Department  has  ruled  as  follows:  ^[Bonds,  debentures  and  similar  formal  evidences  of 

indebtedness,  of  domestic  corporations,  are  taxable  at  their  value  as  of  the  day  of  death 
with  all  accrued  income  whether  the  paper  evidencing  ownership  is  within  or  without  the 
United  States.  Similar  obligations  of  a Canadian  or  other  foreign  corporation  whose 
property  is  located  and  business  carried  on  exclusively  in  a foreign  country,  are  not  taxable, 
regardless  of  whether  the  paper  evidencing  the  ownership  is  physically  within  or  without 
the  United  States.  ^[Debts  due  from  residents  of  the  United  States,  whether  secured 
by  mortgage  or  unsecured,  whether  in  the  form  of  bonds  unsecured,  notes  or  bank  deposits, 
are  to  be  included  as  a portion  of  the  gross  estate,  whether  the  paper  evidencing  the  debt 
is  within  or  without  the  United  States.  ^[Shares  of  stock  of  foreign  corporations  whose 
property  is  located  and  business  carried  on  exclusively  in  a foreign  country,  are  not  taxable, 
regardless  of  the  fact  that  the  certificates  may  happen  to  be  within  the  United  States  at 
the  time  of  death.  (Letter  to  Whitridge,  Butler  & Rice,  New  York,  -N.  Y.,  signed  by 
Collector  Wm.  FI.  Edwards,  and  dated  April  25,  1917.) 

181  Securities  such  as  Shares  of  Stock  in  Domestic  Corporations  which  are  Property 
within  the  United  States  within  the  Meaning  of  Section  202,  Title  II  of  the  Act 
of  September  8,  1916,  belonging  to  a Nonresident  Decedent  and  Deposited  with  the 
British  Treasury,  for  which  Certificates  of  Deposit  were  Issued,  are  Subject  to  Estate 
Tax  on  the  Death  of  such  Nonresident  Decedent  if  the  Certificates  have  not  Previously 
Been  Transferred.— Estate  tax  is  imposed  by  Title  II  of  the  Act  of  September  8,  1916, 
upon  all  property  of  a nonresident  decedent  situated  in  the  United  States.  (See  Sections 
201,  202,  203,  205.)  Section  202  provides  that  “for  the  purposes  of  this  title,  stock  in  a 
domestic  corporation  owned  and  held  by  a nonresident  decedent  shall  be  deemed  property 
within  the  United.  States.”  The  question  has  been  considered  whether  if  such  stock  in  a 
domestic  corporation,  or  other  security  which  if  owned  by  a nonresident  decedent  would 
be  property  within  the  United  States,  is  deposited  with  the  British  Treasury  and  a certi- 
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ficate  of  deposit  is  issued  therefor  such  stock  or  other  property  is  upon  the  death  of  the 
certificate  holder  a part  of  his  gross  estate  andfsubject  to  estate  tax. 

The  holder  of  the  certificate  of  deposit  is  the  beneficial  owner  of  the  stock  or  other 

182  property  for  which  certificate  is  issued.  The  relation  of  the  British  Government  to  a 
certificate  holder  is  substantially,  if  not  technically,  that  of,a  trustee  to  a beneficiary. 

Upon  the  death  of  the  beneficiary  of  a trust  a transfer  subject  to  estate  tax  takes  place; with 
reference  to  property  within  the  United  States  held  upon  trust  for  such  beneficiary.  This 
is  true  even  though  the  equitable  title  to  such  stock  passes  without  the  recording  of  the 
transfer  upon  the  books  of  the  corporation.  For  the  purpose  of  the  estate  tax  no  distinction 
is  to  be  taken  between  the  rights  of  a deceased  certificate  holder  and  the  rights  of  a deceased 
beneficiary  of  a trust  of  which  an  individual  or  corporation  is  trustee. 

It  is  held,  therefore,  that  securities  such  as  shares  of  stock  in  domestic  corpora- 

183  tions  which  are  property  within  the  United  States  within  the  meaning  ofjTitle  II 
of  the  Act  of  September  8,  1916,  deposited  by  an  individual  not  resident  within 

the  United  States  with  the  British  Treasury,  and  for  which  certificates  of  deposit  were 
issued,  are  at  the  death  of  such  nonresident,  if  such  Certificates  have  not  been  transferred, 
a part  of  his  gross  estate  and  subject  to  estate  tax.  (T.  D.  2772,  Nov.  8.  1918.) 

1 £4  Duties  cf  Agents  or  Representatives  in  the  United  States  in  Connection  with 
Tax  on  Estates  of  Nonresident  Decedents. — Under  date  of  the  27th  ult.  we  wrote 
you  as  follows:  “We  quote  from  Treasury  Decision  2454  [^[160]:  ‘Under  no  circumstances 
may  the  local  agent,  representative,  etc.,  release  to  a foreign  administrator  or  executor 
of  a foreign  beneficiary  of  the  decedent,  any  property  within  this  country  at  the  time  of 
decedent’s  death,  until  either  (1)  the  tax  due  because  thereof  has  been  paid  or  (2)  ancillary 
letters  have  been  taken  out  in  this  country,  or  otherwise  provision  has  been  made  by  the 
estate  for  the  satisfaction  of  the  tax  liens  resting  upon  decedent’s  property  in  this  country.’ 
IT Will  you  kindly  advise  us  whether  under  this  ruling  there  is  any  objection  to  an  agent 
in  this  country  retaining  sufficient  of  the  non-resident  decedent’s  property  to  assure  the 
assessment  and  payment  of  any  tax  that  may  be  due,  and  releasing  at  once  the  balance  of 
any  securities  held  to  the  non-resident  executor,  the  agent,  of  course,  assuming  the  respon- 
sibility that  the  funds  retained  are  sufficient  to  satisfy  the  tax,”  to  which  you  replied  under 
date  of  the  28th  ult.  as  follows:  “Replying  to  your  letter  of  the  27th  instant  regarding 
Estate  Tax,  I beg  to  state  that  in  the  case  of  a nonresident  decedent,  the'tax  must  be  satisfied 
on  all  property  before  the  same  can  be  released.”  fWe  represent  a number  of  financial 
institutions,  an  incident  of  whose  business  is  to  hold  American  securities  for  account  of 
nonresidents.  You  will  readily  appreciate  that  if  the  entire  holdings  of  American  securities 
of  nonresident  decedents,  in  the  hands  of  such  agents,  are  to  be  tied  up  until  assessment  and 
payment  of  the  tax,  considerable,  and  it  seems  to  us  unnecessary,  loss  and  inconvenience 
may  be  occasioned  such  nonresident,  estate.  In  fact  under  your  ruling  it  would  be  impossible 
to  sell  any  of  the  American  securities  to  obtain  funds  to  pay  the  tax.  IjWill  you  not  be  good 
enough  to  obtain  a ruling  from  Washington  covering  this  point?  Treasury  Decision  2454 
has  been  recently  modified  [^[  1 7 9]  in  so  far  as  it  affects  transfer  agents,  and  the  same  con- 
siderations, it  seems  to  us,  require  an  interpretation  of  T.  D.  2454  along  the  lines  of  our 
letter  of  April  27th.  (Answer.)  Replying  to  your  inquiry  of  the  16th  inst.  relative  to  the 
effect  of  T.  D.  2454  in  the  case  of  representatives  in  this  country  of  the  estates  of  nonresident 
decedents,  you  are  informed  that,  if  the  local  agent  or  representative  retained  in  his  hands 
a sufficient  sum  to  satisfy  the  entire  estate  tax  that  might  be  shown  to  be  due,  the  balance  of 
the  property  could  be  released  to  the  nonresident  executor.  You  will  note  that  T.  D.  2454 
requires  the  withholding  of  transfer  only  until  such  time  as  ancillary  letters  have  been  taken 
out  in  this  country,  or  provision  otherwise  made  for  the  satisfaction  of  the  tax.  The 
retaining  by  the  local  representative  of  a sufficient  sum  to  guarantee  the  payment  of  the 
entire  tax  that  would  be  due,  appears  to  this  office  to  be  sufficient  provision  within  the 
meaning  of  T.  D.  2454.  (Letter  to  Whitridge,  Butler  & Rice,  signed  by  Collector  Wm.  H. 
Edwards,  and  dated  May  21,  1917,  and  their  letter  of  inquiry  to  him  dated  May  15,  1917.) 

1 £5  Duties  of  Corporations  and  Their  Transfer  Agents,  Registers  of  Bonds,  and 
Paying  Agents. — The  duties  under  Title  II  of  the  revenue  act  of  September  8r 
1916,  of  corporate  transfer  agents,  registers  of  bonds,  and  paying  agents  and  of  corporations; 
performing  for  themselves  the  duties  customarily  performed  by  such  agents  are  defined 
as  follows: 

(1)  Where  the  transfer  of  stock  or  bonds  or  payment  of  dividends  or  interest 

1 £6  theretofore  the  legal  property  of  a decedent,  whether  a resident  or  a nonresident, 
is  made  to  or  upon  the  order  of  an  executor  or  administrator  acting  under  letters 
granted  in  the  United  States,  Hawaii,  or  Alaska,  the  corporate  agent  or  officer  will  not  be 
required  to  file  the  30-  day  notice,  make  return,  or  pay  tax. 
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(2)  The  30-day  notice  is  required  to  be  filed  whenever  a corporation,  its  transfer 
1 87  agent,  register,  or  paying  agent  is  called  upon  to  make  a transfer  of  stocks  or  bonds 

[Read  T.  D.  2530,  1J208]  or  to  pay  interest  or  dividends  to  any  person  succeeding 
in  right  thereto  a stockholder  or  bondholder  who,  since  September  8,  1916,  has  died  domi- 
ciled outside  the  United  States,  Hawaii  or  Alaska,  unless  such  successor  in  interest  is  an 
executor  or  administrator  of  the  nonresident  decedent  acting  under  letters  granted  within 
the  United  States,  Hawaii,  or  Alaska. 

(3)  The  30-day  notice  will  show  the  name  and  address  at  the  time  of  death  of 
188  the  nonresident  decedent,  a description  and  valuation  of  the  property  to  be  trans- 
ferred or  paid,  and  the  name,  designation  (executor  or  other),  and  address  of  the 

person  to  whom  transfer  or  payment  is  made  and  will  be  signed  by  the  proper  officer  or 
agent  of  the  corporation.  A form  of  notice  to  be  known  as  Form  714  [page  42]  is  in  pre- 
paration and  will  be  furnished  collectors  for  distribution.  In  the  meantime  informal 
notice  giving  all  the  above  required  data  must  be  filed. 

(4)  This  notice  must  be  filed  for  dividends  declared  prior  to  the  day  of  death 
1 89  and  for  interest  payable  after  death  to  the  extent  of  the  portion  accrued  to  the 

day  of  death. 

190  (5)  If  this  notice  be  filed  as  required  either  within  30  days  from  death  or  immed- 
iately upon  receipt  of  the  order  for  transfer  or  payment,  the  transfer  or  payment 

need. not  be  postponed.  The  collector,  immediately  upon  receipt  of  the  notice,  will  com- 
municate with  the  foreign  executor  or  succeeding  party  in  interest,  advising  of  the  require- 
ments of  the  estate  taxing  act  and  furnishing  blank  Forms  705  [page  12]  for  the  making  of 
the  return.  If,  within  the  legal  period,  the  tax  is  not  paid,  proceedings  will  be  instituted 
under  section  208  of  the  taxing  act  for  the  sale  of  property  and  the  satisfaction  of  the  tax. 

,;(6)  In  every  case,  immediately  upon  receipt  of  the  30-day  notice  herein  referred 

191  _ to,  the  collector  will  notify  the  commissioner  of  the  facts,  so  that  from  a record 

• kept  in  the  commissioner’s  office  it  may  be  determined  whether  property  of  the 
nonresident  is  located  in  more  than  one  collection  district,  in  which  case  the  proper  infor- 
mation and  instructions  will  be  communicated  by  the  commissioner  to  the  collector  at 
Baltimore.  It  is  essential  that  collectors  comply  promptly  with  this  requirement,  so  that 
in  every  case  the  total  estate  within  the  United  States  and  the  true  tax  may  be  accurately 
determined. 

(7)  This  regulation  is  promulgated  in  view  of  present  international  conditions, 

1 92  and  is  subject  to  revocation  should  it  be  demonstrated  that  the  accommodation 

herein  .made  to  corporations  and  their  agents  results  in  insecurity  of  the  revenue. 
This  regulation  is  not  to  be  construed  in  any  degree  as  modifying  the  interpretation  hitherto 
given  by  the  department  of  the  term  “executor”  as  used  in  section  200  of  the  act  of  Septem- 
ber 8,  1916. 

(8)  This,  regulation  supplants  former  regulations  affecting  corporate  transfer 
and  paying  agents  and  registers  of  corporate  bonds  only  in  so  far  as  the  specific 
terms  of  such  former  regulations  are  inconsistent  herewith.  (T.  D.  2490,  May  14, 

Transfer  Agents  Under  no  Obligation  to  File  Thirty-Day  Notice  Under  Certain 
Circumstances. — In  reply  to  your  letter  of  the  19th  ultimo,  you  are  advised  that 
there  is  no  regulation  now  in  force  under  Title  II  of  the  Act  of  September  8,  1916,  which 
requires  any  one  authorized  to  transfer  certificates  of  stock  to  a person  other  than  the  exe- 
cutor or  administrator  to  file  thirty-day  notice  on  Form  704,  for  any  estate,  there  being 
an  executor  of  such  estate  located  in  this  country  who  assures  the  transfer  agent  that  the 
estate  which  he  represents  is  not  subject  to  the  provisions  of  the  estate  tax  law.  (Letter  to 
The  Corporation  Trust  Company,  signed  by  Acting  Deputy  Commissioner  H.  M.  Gaylord, 
and  dated  January  7,  1919.) 

195  Estates  of  Nonresidents — Payment  of  Tax  and  Transfer  of  Securities. — T.  D. 

2490  prescribes  a method  to  be  followed  by  transfer  agents  who  have  orders  for 
the  transfer  of  stock  standing  in  the  name  of  a nonresident  decedent.  The  following 
alternative  procedure  is  established  for  observance  by  transfer  agents  who  prefer  this 
method  to  that  prescribed  in  T.  D.  2490: 

A supply  of  Form  706  will  be  furnished  by  the  Commissioner  or  any  Collector  of 
1 96  Internal  Revenue  to  any  transfer  agent.  The  transfer  agent  will  forward  forms 
to  its  foreign  offices  or  to  its  representatives  in  foreign  countries,  with  instructions 
that  whenever  an  order  is  received  for  the  transfer  of  securities  belonging  to  a nonresident 
decedent,  the  foreign  executor,  administrator,  or  beneficiary  of  the  estate  will  be  required 
to  execute  a complete  return  on  Form  706  of  all  property  belonging  to  the  decedent  situated 
in  the  United  States,  including  shares  of  stock  in  a domestic  corporation.  This  return, 
in  triplicate,  will  be  subscribed  and  sworn  before  a notary  public  or  a similar  officer  qualified 
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to  administer  oaths.  If  the  notary  public  or  other  officer  is  known  to  the  transfer  agent  and 
his  signature  is  guaranteed  by  the  transfer  agent,  the  authority  of  the  notary  public  or 
other  official  need  not  be  attested  by  a certificate  of  a United  States  Consul.  In  addition 
to  the  returns,  the  foreign  representative  of  the  transfer  agent  will  obtain  from  the  personal 
representative  of  the  estate  a copy  of  the  inventory  required  to  be  filed  by  the.  probate 
law  of  the  country  in  which  the  decedent  was  domiciled  at  the  time  of  death  which  copy 
shall  be  certified  to  by  the  proper  foreign  judicial  officer  under  the  same  conditions  pro- 
vided for  the  certification  of  the  returns.  The  returns  and  inventory  will  be  forwarded 
to  the  United  States  with  the  order  for  transfer  of  the  shares  of  stock. 

Upon  receipt  of  the  return  and  inventory  by  the  transfer  agent  the  items  on  the 

1 97  return  will  be  carefully  checked  against  the  inventory.  The  transfer  agent  will 
retain  the  inventory  and  send  the  return,  in  triplicate,  to  the  Commissioner  of 
Internal  Revenue  at  Washington,  with  a certificate  to  the  effect  that  all  property  disclosed 
by  the  inventory  to  be  situated  in  the  United  States  has  been  included  in  the  return  on 
Form  706.  The  inventory  will  be  furnished  for  inspection  by  the  Commissioner  of  Internal 
Revenue  in  any  case  where  the  Commissioner  so  desires. 

After  a review  of  the  return  and  verification  of  the  amount  of  tax  due,  two  copies 

1 98  of  the  return  will  be  forwarded  to  the  Collector  to  whom  the  tax  must  be  paid. 
Upon  payment  of  the  tax  the  Collector  will  issue  the  usual  receipts  in  triplicate 

and,  in  addition,  will  certify  on  one  copy  of  the  return  furnished  him  that  the  amount  of  tax 
shown  by  the  return  to  be  due  has  been  paid.  The  certified  and  receipted  copy  of  the 
return  will.be  forwarded,  with  the  usual  receipts  for  payment,  to  the  transfer  agent,  to  be 
used  as  evidence  that  the  securities  listed  on  the  return  have  been  reported  to  the  United 
States. Government,  and  that  the  Federal  estate  tax  has  been  paid  with  respect  to  all  prop- 
erty disclosed  on  Form  706. 

Notice  on  Form  704  and  Form  714  must  be  filed  with  the  Collector  as  heretofore. 

199  (T.  D.  2708.  April  25,  1918.) 
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Duty  of  Bank  in  Connection  with  30-Day  Notice,  Return,  and  Payment  of  Tax 

200  for  Portion  of  Decedent’s  Estate  in  its  Hands. — Receipt  is  acknowledged  of  your 
letter  of  the  19th  instant  making  inquiries  with  regard  to  T.  D.’s  2421,  2434  and 

2490. 

201  1.  You  inquire,  after  the  property  of  a resident  decedent  is  taken  in  charge  by 
his  executor,  if  there  is  an  obligation  on  the  bank  to  see  that  the  executor  file* 

the  thirty-day  notice,  f If  the  property  held  by  the  bank  is  a joint  account  or  any  other 
property  which  would  not  pass  through  the  executor’s  hands,  the  primary  duty  of  filing 
the  notice  is  upon  the  bank.  Otherwise,  the  bank  is  not  required  to  file  the  notice  or  to  see 
that  the  executor  does  so.  If  the  bank,  however,  depends  upon  the  executor  to  file  the 
thirty-day  notice  for  property  which  does  not  come  into  his  charge,  it  does  so  at  its  own 
risk. 

2.  You  inquire  whether  the  last  paragraph  of  T.  D.  2421  is  modified  by  T.  D. 

202  2454  and  the  reply  is  that  it  is  not.  You  further  inquire,  where  letters  have  been 
issued  in  the  United  States,  whether  a bank  holding  a joint  account  must  file 

notice  and  return  and  make  tax  payment  in  connection  with  the  decedent’s  share.  Tfln 
reply,  you  are  informed  that  the  bank  is  responsible  in  such  a case  for  the  filing  of  the 
thirty-day  notice  but  the  Collector  will  look  to  the  executor  for  making  of  return  for  the 
property  in  the  joint  account,  as  well  as  the  other  property  of  the  decedent,  and  for  tax 
payment.  . Of  course,  if  the  bank  turns  over  the  decedent’s  share  of  the  joint  account  to 
the  surviving  owner  prior  to  the  time  tax  is  paid  and  the  executor  should  fail  to  pay  the  tax 
due.  because  thereof,  the  Government  will  proceed  under  the  provisions  of  Section  208 
against  the  surviving  owner  for  the  tax  due. 

3.  You  inquire  whether  if  ancillary  letters  are  taken  out  in  the  United  State* 

203  and  the  property  with  the  bank  is  taken  in  charge  by  the  ancillary  representative* 
there  is  further  obligation  on  the  bank.  IfThere  is  none.  In  such  a case  the 

Government  looks  to  the  executor  for  the  filing  of  notice  and  return  and  for  tax  payment. 

4.  * * * 

District  in  which  Notice  should  be  Filed  in  Case  of  Stock  in  Nonresident’s 

204  Estate,  Physically  Abroad  at  Time  of  Death. — 5.  You  inquire  in  what  district 

notice  should  be  filed  for  a nonresident’s  estate  owning  American  stock  * * * 

which  were  physically  abroad  at  the  date  of  death.  TThe  law  does  not  seem  to  be  entirely 
specific  with  regard  to  such  a case  and  admits  of  a considerable  latitude  of  ruling.  In  a 

fsrevious  instance  it  was  ruled  that  the  notice  might  be  filed  with  the  transfer  agent’s  or 
ocal  corporation’s  own  Collector.  Each  Collector  receiving  such  a notice  informs  this 
office  immediately  and  if  it  develops  prior  to  the  time  return  is  due  that  there  is  property 
for  which  notice  has  been  given  to  more  than  one  Collector  the  executor  is  informed  that 
the  proper  Collector  to  whom  return  and  tax  payment  are  to  be  made  is  the  Collector  at 
Baltimore,  Md.  . (Letter  to  Whitridge,  Butler  and  Rice,  New  York,  N.  Y.,  signed  by 
Acting  Commissioner  David  A.  Gates,  and  dated  June  22,  1917.) 

205  The  Transfer  of  Stock  to  any  Person,  other  than  an  Executor  of  Administrator 
Acting  Under  Letters  Granted  within  the  United  States,  Succeeding  in  Right 
thereto  a Nonresident  Decedent  Stockholder. — Replying  to  your  letter  of  the  7th  instant 
transmitting  copies  of  correspondence  between  your  office  and  * * *,  you  are  informed 

that  your  interpretation  of  T.  D.  2490  is  correct.  It  does  not  appear  that  the  * * * 

Company  has  misinterpreted  the T.  D.  but  rather  that  it  feels  that,  for  the  protection  of 
succeeding  owners  of  stock  held  at  the  time  of  death  by  a nonresident,  the  company  should 
not  transfer  such  stock  until  the  estate  tax  has  been  fully  paid.  So  far  as  this  Bureau  i* 
concerned,  the  provisions  of  T.  D.  2490  still  operate  and  when  the  representatives  in  this 
country  of  a nonresident  who  are  called  upon  to  make  transfer  of  stock  theretofore  owned 
by  a nonresident  decedent  have  filed  with  the  proper  Collector  of  Internal  Revenue  the 
notice  on  Form  714,  no  objection  is  raised  by  this  Bureau  to  the  immediate  transfer  of  the 
•tock.  It  has  seemed  very  clear  that,  regardless  of  the  possession  of  the  stock  certificate* 
by  succeeding  owners,  the  lien  for  the  tax  could  be  enforced  under  the  provisions  of  Section 
208  to  the  protection  of  the  Government  whenever  necessary.  It  may  be  said  that  up.  to 
this  time  there  has  been  no  difficulty,  when  Form  714  has  been  properly  filed,  in  collecting 
from  the  nonresident  executor  or  other  representative  of  the  estate  the  estate  tax.  due. 
(Letter  to  Whitridge,  Butler  and  Rice,  New  York,  N.  Y.,  signed  by  Acting  Commissioner 
David  A.  Gates,  and  dated  August  9,  1917.) 

206  Property  Passing  under  General  Power  of  Appointment  is  Taxable  as  a Portion 
of  the  Gross  Estate  of  the  Decedent  Appointor. — It  is  held  that  where  a decedent 
exercises  a general  power  of  appointment  as  donee  under  the  will  of  a prior  decedent  the 
property  so  passing  is  a portion  of  the  gross  estate  of  the  decedent  appointor.  See  Brandie* 
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v.  Cochrane  (112  U.  S.,  344,  352);  Olney  v.  Balch  (154  Mass.,  318);  Clapp  v.  Ingraham 
(126  Mass.,  200);  Rogers  v.  Hinton  (62  N.  C.,  101);  Tompson  v.  Towne  (2  Vern.,  319); 
Bainton  v.  Ward  (2  Atk.,  172). 

When  property  is  transferred  by  a special  or  limited  power  of  appointment,  the  question 
of  taxability  will  depend  upon  the  terms  of  the  instrument  by  which  the  donee  of  the  power 
— the  appointor — acts.  The  facts  in  every  such  case  should  be  reported  fully  to  the  com- 
missioner in  order  that  decision  as  to  tax  liability  may  be  made.  (T.  D.  2477,  April  7,  1917.) 

207  t The  Value  of  United  States  Bonds  Can  Not  Be  Excluded  from  the  Gross  or  Net 

Estate  in  Determining  Estate  Tax  Due. — The  following  opinion  of  the  Solicitor  of 
Internal  Revenue,  rendered  February  13,  1917,  is  published  for  the  information  of  all 
concerned: 

Sir: 

Answering  the  question  presented  by under  date  of  the  10th  instant,  relative 

to'the  liability  of  estates  to  taxation  under  the  recent  Federal  Estate  Tax  Act,  it  is  manifest 
from  the  following  decisions  of  the  U.  S.  Supreme  Court  that  U.  S.  Government  bonds  must 
he  added  to  the  value  of  estates  for  the  purpose  of  taxation  under  said  Act. 

The  U.  S.  Supreme  Court  in  Plummer  v.  Coler,  (178  U.  S.  134),  considering  the  question 
whether,  under  the  inheritance  tax  laws  of  a State,  a tax  might  be  validly  imposed  upon  a 
legacy  consisting  of  United  States  bonds  issued  under  a statute  declaring  them  exempt 
from  state  taxation  in  any  form,  said: 

“We  think  the  conclusion,  fairly  to  be  drawn  from  the  state  and  Federal  cases,  is, 
that  the  right  to  take  property  by  will  or  descent  is  derived  from  and  regulated  by 
municipal  law;  that,  in  assessing  a tax  upon  such  right  or  privilege,  the  State  may 
lawfully  measure  or  fix  the  amount  of  the  tax  by  referring  to  the  value  of  the  property 
passing;  and  that  the  incidental  fact  that  such  property  is  composed  wholly  or  in  part 
of  Federal  securities,  does  not  invalidate  the  tax  or  the  law  under  which  it  is  imposed.” 
And  dealing  directly  with  the  power  of  the  Federal  Government  under  the  Inheritance 
Tax  Act  of  1898,  to  impose  legacy  taxes  upon  the  transmission  of  an  estate  consisting^  of 
“free-tax”  Government  bonds,  the  Court  in  Murdock  v.  Ward,  (178  U.  S.  147),  referring 
to  the  discussion  and  decision  in  the  Plummer  case,  held: 

“If  a state  inheritance  law  can  validly  impose  a tax  measured  by  the  amount  or 
value  of  the  legacy,  even  if  that  amount  includes  United  States  bonds,  the  reasoning 
that  justifies  such  a conclusion  must,  when  applied  to  the  case  of  a Federal  inheritance 
law  taxing  the  very  same  legacy,  bring  us  to  the  same  conclusion.  We  must,  therefore, 
hold  that  if,  as  held  in  Knowlton  v.  Moore,  the  tax  imposed  under  the  Act  of  June 
13,  1898,  is  not  invalid  as  a direct,  unapportioned  tax,  nor  for  want  of  uniformity, 
nor  as  an  infringement  upon  the  laws  of  the  states  regulating  wills  and  descents,  then 
the  tax  upon  legacies  or  bequests,  descendible  under  and  regulated  by  state  laws,  is 
valid  even  if  such  legacies  incidentally  are  composed  of  Federal  bonds.” 

And  further,  in  Sherman  v.  United  States,  (178  U.  S.  151)  the  Court  said: 

The  proposition  that  bonds  of  the  United  States  and  the  income  therefrom  are  not 
lawfully  taxable  under  an  inheritance  tax  law  of  the  United  States,  because  exempted 
by  contract  from  such  tax,  has  just  been  decided  not  to  be  well  founded .” 

This  is  clearly  conclusive  of  the  whole  question.  (T.  D.  2449,  Feb.  13,  1917.) 

208  Bonds  of  Domestic  Corporations  owned  by  Nonresident  Decedents,  Such  Bonds 
being  Physically  Situated  Outside  of  the  United  States,  are  Not  Returnable  as  a 

Portion  of  the  Gross  Estate  of  Said  Decedent. — Section  202  of  the  revenue  act  of  September 
8,  1916,  in  defining  the  gross  estate,  provides  that  stock  in  a domestic  corporation  owned 
and  held  by  a nonresident  decedent  shall  be  deemed  property  within  the  United  States. 
The  holding  of  this  office  has  been  that  bonds  of  a domestic  corporation  owned  and  held 
by  a nonresident  decedent  were  likewise  deemed  property  within  the  United  States  and  tax- 
able as  a portion  of  the  gross  estate  of  the  decedent. 

This  question  has  had  careful  reconsideration,  and  it  is  the  opinion  of  this  office 

209  that  the  language  of  the  section  of  the  act  above  referred  to  does  not  evidence 
the  intention  of  Congress  to  impose  a tax  upon  bonds  of  a domestic  corporation 

owned  and  held  by  a nonresident  decedent,  when  such  bonds  are  physically  situate  outside 
of  the  United  States,  Hawaii  or  Alaska  at  the  time  of  the  death  of  the  nonresident  owner. 

It  is  clear,  however,  that  Congress  has  the  power  and  evidenced  an  intention  in 

210  the  act  above  referred  to  to  impose  a tax  upon  bonds,  both  foreign  and  domestic, 
owned  by  a nonresident  decedent,  which  bonds  are  physically  situate  in  the 

United  States,  Hawaii  or  Alaska,  at  the  time  of  the  owner’s  death,  and  such  bonds  must  be 
returned  as  a portion  of  his  gross  estate. 
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It  is  of  course  clear  that  bonds,  both  foreign  and  domestic,  owned  by  a resident 

211  are  taxable,  regardless  of  where  such  bonds  are  situated  at  the  time  of  the  owner’s 
death. 

212  Rulings  of  this  office  announced  in  Regulations  and  Treasury  Decisions,  inconsis- 
tent with  and  contrary  to  the  above,  are  hereby  revoked.  (T.  D.  2530,  Oct. 

8,  1917.) 

213  Method  of  Determining  Share  in  Community  Property  or  Property  Owned 

Jointly  or  in  Entirety,  to  be  Returned  as  a Portion  of  the  Gross  Estate  of  a De- 
cedent Tenant. — Receipt  is  acknowledged  of  your  letter  of  the  6th  instant  calling  attention 
to  the  report  of  the  Revenue  Agent,  dated  the  3rd  instant,  with  regard  to  the  liability  to 
estate  tax  of  the  estate  of . 

You  state  that,  under  the  Texas  law,  all  property  earned  by  a husband  or  wife 
during  the  period  of  their  marriage  is  community  property  and  owned  jointly.  The 
death  of  either  does  not  affect  the  interest  owned  by  the  survivor;  that  is,  this  interest 
does  not  pass  by  inheritance.  The  public  records  in  such  cases  may,  however,  be  misleading 
because  any  conveyance,  legally  made  to  both,  is  apt  to  be  recorded  in  the  name  of  one, 
usually  the  husband.  As  a matter  of  fact,  however,  there  is  a legal  presumption  that  the 
whole  property  conveyed  to  either  is  community,  without  reference  to  the  manner  of  its 
acquisition.  However,  if  property  were  purchased  by  the  separate  means  or  property  of 
either,  or  were  received  by  either  as  an  inheritance,  such  property  would  not  be  community, 
but  would  be  individual  property,  without  reference  to  the  manner  in  which  the  deed  of 
conveyance  is  stated.  Notwithstanding  this,  however,  under  the  presumption  of  the 
Texas  law,  it  would  have  to  be  considered  community  property  until  facts  otherwise  were 
developed. 

In  the  case  of  the  estate,  the  Revenue  Agent  reported  as  belonging 

214  to  the  estate  of  the  deceased  husband,  the  entire  property  which  the  public  records 
showed  as  in  his  name.  The  widow,  who  is  also  administratrix,  stated  to  the 

Agent  that  the  entire  property  so  treated  by  the  Agent  as  the  gross  estate  of  the  deceased 
husband  was,  in  fact,  community  property,  but  up  to  this  time  she  has  submitted  no 
evidence  substantiating  this  contention.  While,  for  the  purposes  of  local  administration 
a presumption  would  be  created  by  the  local  law  in  favor  of  the  widow’s  contention  in  this 
case,  such  a presumption  does  not  rest  in  her  favor  so  far  as  any  responsibility  or  duty  that 
may  be  imposed  upon  her  by  Federal  Law  is  concerned.  No  State  Statute  of  this  character 
has  any  modifying  effect  whatever  upon  the  explicit  terms  of  a Federal  Taxing  Act.  The 
Act  of  Congress  of  September  8,  1916,  creates  its  own  presumptions  and  defines  explicitly 
the  terms  under  which  exemption  from  tax  may  be  claimed.  You  will  note  that,  under 
Section  202,  Paragraph  C,  there  is  required  to  be  included  in  the  gross  estate  of  a decedent 
all  the  interest  held  jointly  or  as  tenants  in  the  entirety  by  the  decedent  and  another  person, 
“except  such  part  thereof  as  may  be  shown  to  have  originally  belonged  to  such  other  person 
and  never  to  have  belonged  to  the  decedent.”  Under  this  paragraph  of  the  taxing  act, 
wherever  the  public  records  show  property  in  the  name  of  the  decedent,  the  presumption 
is  that  it  was  the  sole  property  of  the  decedent,  and  the  burden  of  proving  that  another 
person  owned,  prior  to  the  decedent’s  death,  any  interest  therein  is  not  upon  the  Govern- 
ment, but  is  upon  the  estate. 

You  will  note  the  extremely  limiting  terms  of  the  paragraph  quoted  above  and  that 

215  it  must  be  shown  that  any  part  of  the  property  to  be  excluded  from  the  gross 
estate  actually  belonged  in  the  first  instance  to  a person  other  than  the  decedent 

and  that  it  has  never  been  owned  by  the  decedent.  If,  under  the  Texas  law,  property 
conveyed  to  a husband  or  wife  during  their  marriage  is  taken  by  each  in  entirety  and  in 
such  a manner  that  it  could  not  be  contended  that  any  specific  part  belonged  to  either, 
but  that  each  was  the  owner  of  all,  and  upon  the  death  of  either  no  new  interest  or  title 
vested  in  the  survivor,  as  is  the  case  in  some  states,  the  Government,  under  a strict  and 
technical  interpretation  of  Paragraph  C of  Section  202,  would  perhaps  be  justified  in  de- 
manding that  the  whole  of  the  property  thus  owned  be  included  as  a portion  of  the  gross 
estate  of  the  decedent.  This,  however,  does  not  seem  to  have  been  the  intent  of  Congress 
and  it  has  heretofore  been  ruled  in  a similar  case  [If  1481  that  one-half  of  the  property,  thus 
jointly  owned,  should  be  returned  as  a portion  of  the  gross  estate  of  the  decedent  husband 
or  wife  as  the  case  might  be. 

In  the  case  of  the  estate,  therefore,  you  should  require  of  the 

216  administratrix  in  due  time  the  return  on  Form  706  and  therewith  may  be  sub- 
mitted any  evidence  available  to  the  administratrix  to  establish  that  any  part 

of  the  property  included  in  the  gross  estate  was  actually  community  property  of  the  de- 
cedent and  his  wife  and  that,  therefore,  but  one-half  thereof  is  to  be  treated  as  the  estate 
of  the  decedent.  (T.  D.  2450,  Feb.  14,  1917.) 
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217  Household  Effects  and  Like  Personalty  Used  by  Husband  and  Wife  in  thelMar- 
riage  Relation  are  Presumed  to  be  the  Property  of  the  Husband,  and,  in  the 

Absence  of  Sufficient  Evidence  to  Rebut  this  Presumption  Must  be  Returned  as  a Portion 
of  his  Gross  Estate. — In  reviewing  returns  on  Form  706  in  this  office,  it  is  found  that 
oftentimes  there  are  reported  no  household  goods  or  other  miscellaneous  personalty  of 
that  character.  This  fact  is  brought  to  the  attention  of  the  examining  officer,  and  in  most 
cases  results  in  the  discovery  of  the  existence  of  such  property  belonging  to  the  estate  of 
the  decedent.  In  other  cases  the  examining  officers  have  been  reporting  the  substance  of 
the  following:  “Widow  of  deceased  claims  the  household  effects,  etc.,  as  her  own  separate 
property.” 

Statements  to  the  above  effect,  unexplained,  are  not  sufficient  to  relieve  the  estate 

218  from  returning  and  paying  tax  upon  the  household  furniture  used  by  the  decedent 
in  the  household  occupied  by  himself  and  wife.  Upon  the  decease  of  a husband 

the  household  goods  and  other  chattels  used  by  husband  and  wife  in  the  marriage  relation 
are  presumed  to  be  the  property  of  the  husband.  If  the  wife  claims  the  same  as  her  separate 
property,  she  has  the  burden  of  establishing  that  claim. 

There  are  certain  situations  where  the  widow’s  claim  will  not  be  questioned, 

219  and  will  consequently  relieve  the  estate  from  returning  the  household  goods 
as  part  of  the  gross  estate  of  the  deceased  husband.  All  that  is  required  in  such 

cases  is  sufficient  evidence  of  the  existence  of  the  facts  in  question.  Such  situations  are  as 
follows:  (1)  Where  the  articles  of  household  furniture  were  owned  by  the  wife  prior  to 
marriage;  (2)  where  the  wife  has  purchased  the  household  effects  during  coverture  with 
her  separate  funds;  (3)  where  the  household  effects  represent  gifts  from  a third  person  to 
the  wife  individually  during  coverture. 

It  is  not  at  all  uncommon,  however,  that  the  household  effects  have  been  pur- 

220  chased  by  the  husband  since  the  marriage  and  at  his  death  the  wife  claims  that 
the  decedent  made  her  a gift  of  the  various  articles  during  the  marriage,  although 

the  articles  have  never  left  the  possession  of  the  husband — i.  e.,  they  remain  in  the  house- 
hold occupied  by  the  husband  and  wife  and  are  used  by  them  jointly.  Such  property  is 
presumed  to  be  owned  by  the  husband,  and  if  the  wife,  or  any  other  person  for  that  matter, 
claims  the  household  effects  as  a gift  from  the  deceased  the  burden  of  proving  the  gift 
rests  upon  the  person  asserting  it.  A gift  from  husband  to  wife  must  be  clearly  established 
There  must  be  clear  and  incontrovertible  evidence  of  the  delivery  of  the  property  by  the 
husband  with  the  intention  of  divesting  himself  of  all  dominion  and  control  and  of  vesting 
title  in  the  wife.  The  requirements  necessary  to  a valid  executed  gift  must  be  present. 
If  the  gift  be  in  contemplation  of  death,  of  course  another  question  would  arise. 

The  following  proposition  has  been  announced  by  the  courts  and  is  believed  by 

221  this  office  to  be  sound:  To  constitute  a valid  gift  there  must  be  an  absolute  trans- 
fer of  the  property  from  donor  to  donee,  taking  effect  immediately,  and  fully 

executed  by  a delivery  of  the  property  by  the  donor,  and  the  acceptance  thereof  by  the 
donee.  It  is  essential  that  the  transaction  should  be  fully  executed  by  the  delivery  of  the 
property  to  the  donee,  or  to  some  person  for  him.  In  several  States  statutes  have  been 
enacted  providing  that  no  gift,  except  by  deed  or  will,  shall  be  valid  unless  actual  possession 
shall  come  to  and  remain  with  the  donee  or  his  agent,  and  if  the  donor  and  donee  reside 
together  at  the  time  of  the  gift,  possession  by  the  donee  at  their  place  of  residence  is  not 
a sufficient  possession  within  the  meaning  of  the  statute. 

The  foregoing  should  be  carefully  considered  when  examining  officers  are  inves- 

222  tigating  the  completeness  and  accuracy  of  estate-tax  returns.  (T.  D.  2529, 
Oct.  4,  1917.) 

223  Federal  Estate  Tax  not  a Proper  Deduction  in  Determining  Amount  Subject  to 

State  Transfer  Tax. 

New  York  Supreme  Court,  Appellate  Division,  First  Department. 

In  re  Bierstadt’s  Estate. 

Hicks  et  al  v.  Comptroller  of  State  of  New  York. 

(166  N.  Y.  Supp.  168). 

1.  Internal  Revenue — Federal  Transfer  Tax — Unconstitutionality. 

The  federal  Revenue  Act  of  1916  (Act  Sept.  8,  1916,  c.  463,  39  Stat.  756),  construed 
as  a tax  upon  decedent’s  estate  as  such,  and  not  upon  the  transfer  of  the  property  under 
his  will  and  the  laws  of  the  state  of  which  he  was  a resident,  would  be  unconstitutional. 

2.  Taxation — Transfer  Tax — Deduction. 

It  would  be  improper  to  deduct  from  decedent’s  gross  estate  an  amount  unlawfully 
collected  as  a federal  tax  before  estimating  the  amount  of  the  transfer  tax  to  be  paid 
under  state  law. 

3.  Taxation — Transfer  Tax — Deduction. 
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The  tax  imposed  by  the  federal  Revenue  Act  of  1916,  being  on  the  transfer  of  de- 
cedent’s property  under  her  will  and  the  laws  of  the  state,  cannot  be  deducted  from 

decedent’s  gross  estate  before  the  transfer  tax  due  under  the  laws  of  the  state  is  calculated. 

Appeal  from  Surrogate’s  Court,  New  York  County. 

In  the  matter  of  the  transfer  upon  the  estate  of  Mary  Stewart  Bierstadt.  From  a final 
order  of  the  Surrogate’s  Court  (163  N.  Y.  Supp.  1104),  fixing  the  value  of  property  trans- 
ferred under  decedent’s  will,  Theodore  F.  Hicks  and  others,  as  executors,  etc.,  appeal. 
Affirmed. 

Argued  before  CLARKE,  P.  J.,  and  SCOTT,  DOWLING,  PAGE,  and  DAVIS,  J.J. 
SCOTT,  J.  Mary  S.  Bierstadt,  deceased,  left  a will  by  which  she  disposed  of 

224  an  estate  valued  at  upwards  of  $2,000,000.  Of  this  estate  she  disposed  of  upwards 
of  $1,200,000  by  legacies  of  specific  sums,  and  gave  the  residue  to  certain  named 

relatives.  No  complaint  is  made  of  the  assessment  of  the  property  thus  devised  so  far  as 
concerns  the  taxability  of  the  several  transfers  under  the  State  Transfer  Tax  Law  (Consol. 
Laws,  c.  60,  Sec.  220-245)  except  that  the  executors  appellants  claim  that  the  tax  to  be  paid 
under  the  Federal  Revenue  Act  of  1916,  estimated  to  amount  to  $97,309.58,  should  be 
deducted  from  the  gross  estate  left  by  the  testatrix,  before  the  tax  due  under  the  laws  of  the 
State  of  New  York  is  calculated.  This  claim  is  based  upon  the  proposition  that  the  tax 
provided  for  in  the  Federal  Revenue  Act  is  a tax  upon  the  estate,  as  such,  and  not  upon  the 
transfer  of  the  property  under  the  will  and  the  laws  of  this  state,  of  which  the  deceased 
was  a resident. 

[1,  2]  A similar  claim  for  the  deduction  of  the  succession  tax  levied  under  the 

225  Federal  War  Revenue  Act  of  1898  (Act  of  June  13,  1898,  c.  448,  30  Stat.  448)  was 
decided  adversely  to  the  claimant  in  Matter  of  Gihon,  169  N.  Y.  443,  62  N.  E. 

561,  wherein  it  was  held  that  the  federal  tax  was  not  a tax  upon  the  property  transferred, 
but  one  upon  the  transfer  itself;  the  amount  of  the  tax  being  measured  by  the  value  of  the 
property  affected  by  the  transfers.  If,  therefore,  the  tax  imposed  by  the  act  of  1916,  is 
like  that  imposed  by  the  act  of  1898,  a tax  upon  the  transfer,  and  not  upon  the  property 
transferred,  the  claim  of  the  executors  was  rightly  denied.  It  is  argued,  however,  that 
the  Federal  Revenue  Act  of  1916  differs  radically  from  the  War  Revenue  Act  of  1898, 
in  that  under  the  act  of  1916  the  tax  is  imposed  distinctly  and  unequivocally  upon  the  prop- 
erty transferred,  and  that  by  no  construction  can  it  be  held  to  be  merely  a tax  upon  the 
transfer  of  the  property.  Without  expressing  an  opinion  upon  this  construction  of  the 
act,  it  will  suffice  to  say  that,  if  it  must  be  construed  as  the  executors  claim  that  it  must  be, 
it  would  be  invalid  on  constitutional  grounds,  and  no  tax  could  lawfully  be  collected  under 
it.  Knowlton  v.  Moore,  178  U.  S.  41,  20  Sup.  Ct.  747,  44  L.  Ed.  969;  Matter  of  Gihon, 
supra.  If  so,  it  would  be  clearly  improper  to  deduct  it  from  the  gross  estate  before  estimating 
the  amount  of  the  tax  to  be  paid  under  the  state  law. 

[3]  So,  in  either  aspect  of  the  law,  whether  it  merely  provides  for  a tax  upon  the 

226  transfer  of  the  property,  or  provides  for  a tax  upon  the  property  itself  which  is 
transferred,  the  order  appealed  from  is  right.  It  is  quite  apparent  that  the 

executors  will  be  confronted  with  serious  questions  which  must  be  decided  before  they 
can  safely  proceed  to  finally  distribute  the  estate.  With  those  questions,  however,  we  are 
not  now  concerned.  All  we  art  called  upon  to  decide  is  that  the  executors  are  not  entitled 
to  deduct  from  the  gross  estate,  as  an  expense  of  administration,  the  estimated  tax  provided 
for  in  the  Federal  Revenue  Act  of  1916,  before  the  amount  of  the  tax  under  the  state  law 
is  fixed. 

The  order  appealed  from  is  affirmed,  with  $10  costs  and  disbursements.  Order 

227  filed.  All  concur.  (166  N.  Y.  Supp.  168.  July  13,  1917.) 

228  State  Inheritance  Taxes  not  Deductible. — An  exhaustive  study  of  the  nature  of 
State  inheritance  taxes  has  led  this  office  to  the  conclusion  that  amounts  paid  to 

States  on  account  of  inheritance,  succession,  or  legacy  taxes  are  not  “such  other  charge* 
against  the  estate,  as  are  allowed  by  the  laws  of  the  jurisdiction,”  and  accordingly  are  not 
deductible  in  arriving  at  the  amount  of  Federal  estate  tax.  T.  D.  2395  is  hereby  revoked. 
(T.  D.  2524,  Sept.  10,  1917.)  - -«  % ; J 

229  Inheritance,  Succession,  or  Legacy  Taxes  Payable  on  Estates  of  Nonresident 
Decedents  are  not  Deductible. — Receipt  is  acknowledged  of  your  letter  of  October 

15th,  making  inquiry  whether  the  provisions  of  T.  D.  2524,  issued  by  this  office  September 
10,  1917,  holding  that  amounts  paid  to  States  as  inheritance,  succession  or  legacy  taxes 
are  not  deductible  from  gross  estate,  apply  to  death  duties  payable  on  estates,  of  non- 
resident decedents  in  a jurisdiction  where  their  estates  are.  being  administered.  You  are 
advised  that  this  office  has  uniformly  held  that  the  holding  enunciated  in  T.  D.  2524 
applies  equally  in  determining  the  net  estates  of  nonresident  and  resident  decedents. 
(Letter  to  Whitridge,  Butler  and  Rice,  New  York,  N.  Y.,  signed  by  Deputy  Commissioner 
L.  F.  Speer,  and  dated  October  23,  1917.) 
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230  Value  of  Miscellaneous  Personal  Effects  of  Estate  to  be  Verified  by  Govern- 
ment Agents  Before  Distribution  or  Other  Disposition. — The  accuracy  of  all 

returns  on  Form  706  for  estate  tax  will  be  the  subject  of  careful  investigation.  Ordinarily, 
this  investigation  will  not  be  made  until  a copy  of  the  final  return  has  been  forwarded 
to  this  office  and  special  instructions  have  been  issued.  Complete  investigation  has  been 
blocked,  in  several  cases,  by  the  fact  that  miscellaneous  personal  property  has  been  sold, 
at  auction  or  otherwise,  or  has  been  distributed  among  beneficiaries  before  the  examining 
officer  has  had  an  opportunity  to  view  the  property  in  question. 

It  is  the  purpose  and  intent  of  the  Estate  Tax  Law  “that  so  far  as  is  practicable 

231  and  unless  otherwise  directed  by  the  will  of  the  decedent,  the  tax  shall  be  paid 
out  of  the  estate  before  its  distribution.”  (Sec.  208,  Regulations  No.  37  Revised, 

page  14.)  [See  last  lines  of  Paragraph  129.] 

You  will,  therefore,  require  of  executors,  or  other  representatives  of  estates 

232  liable  to  tax,  that  they  make  no  disposition  or  distribution  of  furniture,  jewelry, 
works  of  art  and  other  personal  effects  until  the  value  thereof  has  been  verified 

by  a Government  Agent. 

If  the  exigencies  of  a particular  case  demand  quick  sale  of  such  property,  imrae- 

233  diately  upon  notice  to  this  effect  from  the  estate  you  will  have  your  most  com- 
petent Deputy  conduct  an  investigation  as  to  these  items.  The  detailed  report 

of  your  Deputy  should  be  forwarded  to  this  office,  and  will  be  considered  in  connection 
with  the  report  of  the  Agent  designated  to  make  the  complete  investigation.  (E.  T. 
Mim.  1575,  July  17,  1917.) 

234  The  Deductions  from  the  Gross  Estate  Provided  in  Section  203,  Paragraph  1, 
are  Limited  to  Amounts  Allowed  Under  the  Laws  of  the  Local  Jurisdiction. — 

Receipt  is  acknowledged  of  your  letter  of  the  third  instant  quoting  Section  203,  paragraph 
1,  of  the  estate  taxing  act  and  inquiring  whether  the  phrase,  “such  other  charges  against 
the  estate  as  are  allowed  by  the  laws  of  the  jurisdiction, is  interpreted  by  the  Bureau 
as  limiting  all  the  preceding  clauses  of  the  paragraph;  that  is,  whether  any  amounts  could 
be  deducted  from  the  gross  estate  because  of  funeral  expenses,  claims  against  the  estate, 
losses,  etc.,  which  were  in  excess  of  the  amounts  allowable  under  the  laws  of  the  local 
jurisdiction. 

While  the  punctuation  and  construction  of  the  paragraph  may  not  be  absolutely 

235  conclusive  upon  this  point,  it  is  the  opinion  of  this  office  that  the  limitation  set 
up  in  the  concluding  part  of  the  paragraph  applies  to  all  the  items  enumerated 

in  the  paragraph;  that  is,  there  could  not  be  deducted  from  the  gross  estate  in  determinig 
the  net  estate  liable  to  tax  any  funeral  or  other  expenses,  or  any  losses  and  charges  which 
were  in  excess  of  the  amounts  allowable  under  the  laws  of  the  local  jurisdiction  as  credits 
to  administrators  or  executors  in  their  accounts  in  the  probate  courts. 

236  It  is  so  ruled.  (T.  D.  2453,  March  7,  1917.) 

237  Interpretation  of  Provision  of  Section  203  (a)  (1)  of  the  Act  of  September  8, 1916, 
Relating  to  the  Deductibility  of  Amounts  Expended  for  Support  of  Dependents. — 

The  Act  of  September  8,  1916,  Section  203  ( a ) (1)  provides  that  there  may  be  deducted 
from  gross  estate  amounts  which  have  been  allowed  for  “support  during  the  settlement 
of  the  estate  of  those  dependent  upon  the  decedent.”  It  is  plain  that  Congress,  in  enact- 
ing this  provision,  intended  that  there  should  be  allowed  as  a deduction  from  gross  estate 
only  the  amount  actually  expended  by  the  estate  for  the  support  of  actual  dependents 
of  the  decedent.  The  regulation  made  in  pursuance  of  this  provision  requires  the  existence 
of  three  things  before  the  amount  claimed  as  a deduction  under  this  item  is  allowable: 
(1)  A bona  fide'disbursement  by  the  executor,  (2)  for  the  support  of  those  actually  dependent 
upon  the  decedent,  (3)  in  an’amount  authorized  by  the  local  law  for  that  specific  purpose. 

First:  In  view  of  the  language  of  the  taxing  act,  there  must  be  an  actual  expendi- 

238  ture  of  money;  not  a mere  delivery  to  the  dependent  by  the  executor  of  house- 
hold goods  or  other  miscellaneous  personalty  of  that  character.  It  is  obvious 

that  the  turning  over  of  furniture  and  such  personalty  to  the  dependent  does  not  contribute 
to  that  dependent’s  support,  unless  the  furniture  is  sold  and  the  proceeds  are  so  used. 
Therefore,  provisions  in  the  statutes  of  the  various  states  to  the  effect  that  the  widow  is 
entitled  to  family  pictures,  wearing  apparel,  etc.,  and  to  certain  household  goods  in  lieu 
of  an  award,  has  reference  to  the  widow’s  exemption  and  has  no  application  in  determining 
the  deductibility  of  an  amount  paid  for  the  support  of  dependents. 

Second:  The  persons  for  whose  support  the  money  is  expended  must  be  actually 

239  dependent  upon  the  deceased;  otherwise  the  amount  (even  though  actually 
expended  for  the  support  of  the  widow  or  children)  is  not  an  allowable  deduction. 

If  the  persons  for  whose  support  money  is  expended  have  means  ample  for  their  support 
obviously  they  are  not  dependents,  and  any  amounts  paid  for  their  support  are  not 
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deductible.  If  the  alleged  dependents  are  beneficiaries  of  the  estate,  it  is  clear  from  the 
wording  of  the  Act  that  the  phrase  “support  during  the  settlement  of  the  estate”  refers 
to  the  period  elapsing  between  the  date  of  decedent’s  death,  at  which  time  his  contribution 
to  the  support  of  dependents  ceases,  and  the  date  of  the  actual  delivery  of  devised  property 
to  the  beneficiary  by  the  personal  representative  of  deceased.  It  follows  as  a natural 
consequence  that  when  the  dependent-beneficiaries  come  into  possession  of  property 
sufficient  for  their  support  and  maintenance  they  cease  to  be  dependents,  and  money 
expended  for  their  support  after  such  date  is  not  deductible. 

Third:  In  order  to  be  deductible,  the  amount  actually  expended  for  the  support 

240  of  actual  dependents  must  not  exceed  the  amount  which  is  allowed  for  the  specific 
purpose  by  the  laws  of  the  State  having  jurisdiction  over  the  administration  of 

decedent’s  estate.  The  amount  in  all  cases  will  not  necessarily  equal  the  amount  allowed 
under  the  local  law.  It  is  not  uncommon  in  the  various  states  that  a maximum  amount 
is  specified  in  the  statutes  to  be  allowed  dependents  for  their  support.  In  certain  States 
appraisers  are  appointed  by  the  court  to  fix  an  award,  and  judgment  is  rendered  against 
the  executor  for  the  amount  arrived  at  by  them.  These  amounts  may  exceed  what  is 
actually  expended  for  the  support  of  dependents.  In  that  case,  the  excess  over  actual 
expenditures  for  support  is  not  an  allowable  deduction  in  determining  estate  tax. 

The  following  query  or  its  substance  is  often  made  to  this  office: — “Will  it  not 

241  be  allowable,  in  making  reports  of  investigations  of  Form  706  [page  12]  where  a 
deduction  is  claimed  for  ‘support  of  decedent’s  dependents,’  to  merely  establish 

the  fact  that:  Appraisers  fixed  award  which  was  approved  and  judgment  rendered 

therefor?”  In  view  of  the  detailed  interpretation  of  the  provision  in  the  Act  relating 
to_deduction  for  support  of  dependents  given  above,  this  question  is  necessarily  answered 
in  the  negative.  (T.  D.  2531,  Oct.  4,  1917.) 

242  Lien  Provided  for  by  Estate  Tax  Law  Follows  All  of  the  Gross  Estate  into  the 
Hands  of  Distributees  and  Purchasers,  Except  Portions  Sold  to  Pay  Charges 

Against  Estate  and  Expenses  of  its  Administration. — Replying  to  your  letter  of  the  24th 
ultimo,  you  are  informed  that  while  the  provisions  of  Sec.  3186*,  which  might  not  be  incon- 
sistent with  the  lien  provisions  of  the  estate  taxing  act,  would  undoubtedly  remain  in  force 
for  the  purpose  of  enabling  the  Government  to  enforce  the  provisions  of  the  estate  taxing 
act,  those  provisions  of  Sec.  3186,  which  are  inconsistent  with  the  specific  provisions  of 
the  later  taxing  act  can  not  be  held  to  apply  in  the  case  of  this  tax.  The  estate  taxing  act 
defines  the  exact  scope  of  the  lien  which  rests  for  estate  tax  and  under  its  specific  terms 
the  tax  is  a lien  for  ten  years  upon  all  the  property  in  the  gross  estate  except  such  part 
as  is  necessarily  expended  for  the  payment  of  charges  and  expenses  of  administration. 
Beyond  any  doubt,  the  lien  follows  all  the  rest  of  the  property  in  the  gross  estate  into  the 
hands  of  distributees  and  purchasers.  No  provisions  of  any  other  statute  modify  in  the 
least  degree  this  specific  provision  for  estate  tax  lien. 

Accordingly,  the  lien  for  the  estate  tax  due  from  the  estate  of  — ■ — un- 

243  questionably  attaches  to  the  real  property  of  the  estate  in  California  as  against 
a bona  fide  purchaser  up  to  such  time  as  the  entire  tax  due  because  of  a final  return 

which  the  Commissioner  accepts  as  complete  and  accurate  has  been  paid.  (Letter  to 
Phelps,  Winston  and  Wharton,  Los  Angeles,  Cal.,  signed  by  Commissioner  Daniel  C. 
Roper,  and  dated  October  4,  1917.) 

*“Sec.  3186.  If  any  person  liable  to  pay  any  tax  neglects  or  refuses  to  pay  the 

244  same  after  demand  the  amount  shall  be  a lien  in  favor  of  the  United  States  from 
the  time  when  the  assessment  list  was  received  by  the  collector,  except  when 

otherwise  provided,  until  paid,  with  the  interest,  penalties,  and  costs  that  may  accrue 
in  addition  thereto  upon  all  property  and  rights  to  property  belonging  to  such  person: 
Provided,  however,  That  such  lien  shall  not  be  valid  as  against  any  mortgagee,  purchaser, 
or  judgment  creditor  until  notice  of  such  lien  shall  be  filed  by  the  collector  in  the  office 
of  the  clerk  of  the  district  court  of  the  district  within  which  the  property  subject  to  such  lien 
is  situated:  Provided,  further , Whenever  any  State  by  appropriate  legislation  authorizes 

the  filing  of  such  notice  in  the  office  of  the  registrar  or  recorder  of  deeds  of  the  counties 
of  that  State,  or  in  the  State  of  Louisiana  in  the  parishes  thereof,  then  such  lien  shall  not 
be  valid  in  that  State  as  against  any  mortgagee,  purchaser,  or  judgment  creditor,  until  such 
notice  shall  be  filed  in  the  office  of  the  registrar  or  recorder  of  deeds  of  the  county  or  counties, 
or  parish  or  parishes  in  the  State  of  Louisiana,  within  which  the  property  subject  to  the  lien 
is  situated.” 

245  Maimer  of  Handling  Executors’  Commissions  and  Attorneys’  Fees  in  States 
Where  Such  Fees  are  Regulated  by  Statute  and  are  Payable  Only  When  Author- 
ized by  the  Court  on  a Final  Accounting. — Receipt  is  acknowledged  of  your  letter  of  No- 
vember 29th  inquiring  as  to  the  allowability  of  a deduction  taken  under  the  heading  Ad- 
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j|  ministration  Expense,  representing  $ for  executor’s  commissions  and  a similar 

allowance  of  $ for  attorney’s  fees.  You  state  that  while  these  amounts  have 

not  been  paid  and  will  not  be  paid  until  the  final  accounting  of  the  executor  is  rendered, 
there  is  no  doubt  that  same  will  be  claimed  by  the  executor  and  allowed  by  the  court. 
You  also  state  that  when  the  Collector  at  Los  Angeles  learned  that  the  executor  had  not, 
in  fact,  paid  the  commissions  and  attorney’s  fees  he  refused  to  allow  same  as  a deduction, 
and  cited  Article  XVII  (^f  101)  of  the  Regulations  to  support  his  holding. 

The  Regulation  in  question  and  the  holding  of  the  Collector  are  quite  correct. 

246  However,  it  is  uniformly  held  by  this  office  that  an  executor  may  file  return  for 

\ an  estate  and  include  under  deductions  as  administration  expense  amounts  which, 

while  not  actually  paid,  will  be  claimed  by  the  executor  as  administration  expense  and 
will  unquestionably  be  allowed  under  the  local  law.  It  has  been  the  practice  of  this  office 
to  allow  these  deductions  temporarily,  and  in  each  case  the  Collector  is  instructed  to  keep 
close  watch  on  the  administration  of  such  estates  and  when  the  executor’s  final  accounts 
are  filed  to  note  whether  an  amount  in  excess  of  administration  has  been  deducted  upon 
the  return,  and  if  so,  additional  assessment  of  tax  will  be  made  upon  the  excess  taken. 
Of  course,  administration  expense  cannot  be  deducted  on  the  basis  of  a vague  estimate. 
The  commissions  deducted  must  be  based  upon  the  percentage  allowed  by  the  local  laws 
and  the  amount  of  attorney’s  fees  must  be  reasonable  and  commensurate  with  the  value 
of  the  gross  estate  and  the  actual  legal  services  rendered. 

It  is  the  practice  of  this  office  to  direct  an  investigation  of  each  estate  in  order 

247  that  the  accuracy  of  the  return  submitted  by  the  personal  representative  of  the 
deceased  may  be  verified.  If  it  appears  from  such  investigation  that  the  gross 

estate  of  the  decedent  has  been  undervalued  and  the  deductions  taken  in  arriving  at  the 
net  estate  have  been  overestimated,  additional  tax  will  be  assessed  and  collected  upon  the 
additional  net  estate. 

The  Collector  of  the  6th  District  of  California  has  been  instructed  to  allow  for 

248  the  present  the  deductions  taken  upon  your  return  under  the  head  Administration 
Expense,  and  take  the  steps  necessary  to  guard  the  interest  of  the  government 

if  it  should  later  appear  that  the  amount  deducted  is  in  excess  of  that  actually  expended. 
(Letter  to  Phelps,  Winston  & Wharton,  Los  Angeles,  California,'  signed  by  Deputy  Com- 
missioner David  A.  Gates,  and  dated  December  19,  1917.) 

249  Title  II  of  the  Act  of  September  8,  1916,  imposes  a tax  upon  the  transfer  of  the 
net  estates  of  decedents.  In  determining  the  present  net  worth  of  a vested  estate 

of  a decedent,  which  is  subject  to  the  usufruct  or  life  interest  of  another,  the  value  of  the 
life  interest  is  deductible.  In  arriving  at  the  value  of  the  interest  the  following  table 
should  be  used.  (T.  D.  2626,  Dec.  19,  1917.) 


[For  the  table  referred  to  above  see  page  52.] 
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TABLE  REFERRED  TO  IN  T.  D.  2626.  [1f249.] 

showing  age  of  person  having  a life  interest,  the  expectation  period  of  enjoyment 
s interest,  and  the  present  value  of  one  dollar  usufruct  on  a four  per  centum  basis. 
; used  in  determining  the  present  worth  of  one’s  life  interest  in  the  vested  estate 


Expectation 

of 

Enjoyment 

(Years) 

Present  Value  | 
of  One  Dollar 
Usufruct  on  a j 
4%  Basis 

Age 

Expectation 

of 

Enjoyment 

(Years) 

Present  Value 
of  One  Dollar 
Usufruct  on  a 
4%  Basis 

23.  179 

$14.72829 

50 

18.  113 

$12.47032 

30.552 

17.30771 

51 

17.527 

12. 17919 

35.626 

18.69578 

52 

16.947 

11.88408 

37.572 

19. 15901 

53 

16.372 

11.58531 

38.702 

19.41226 

54 

15.804 

11.28325 

39.352 

19.55301 

55 

15.243 

10.99789 

39.654 

19.61731 

56 

14.689 

10.66982 

39.691 

19.62502 

57 

14. 143 

10.35931 

39.625 

19. 16097 

58 

13.603 

10.04630 

39.264 

19.53413 

59 

13.072 

9.73131 

38.891 

19.45359 

60 

12.549 

9.41474 

38.507 

19.36943 

61 

12.029 

9.09765 

38.  113 

19.28184 

62 

1 1 . 532 

8.78052 

37.710 

19. 19065 

63 

11.039 

8.46412 

37.298 

19.09590 

64 

10.557 

8. 14888 

36.877 

18.99764 

65 

10.088  | 

7.83552 

36.447 

18.89569 

66 

9.630  J 

7.52476 

36.010  i 

18.79010 

67 

9.185 

7.21699 

35.565  i 

18.68070 

68 

8.753  1 

6.91298 

35.  113 

18.56751 

69 

8.333  j 

6.61301 

34.652 

18.45038 

70 

7.926  ! 

6.31716 

34.  186 

18.32932 

71 

7.532  | 

6.02612 

33.711 

18.20416 

72 

7.151 

5.74003 

33.230 

18.07471 

73 

6.782 

5.45928 

32.742 

17.94097 

74 

6.425 

5.  18402 

32.248 

17.80274 

75 

6.081 

4.91463 

31.747 

17.65984 

76 

5.749 

4.65125 

31.239 

17.51224 

77 

5.428 

4.39383 

30.725 

17.35968 

78 

5.119 

4. 14286 

30.205 

17.20225  i 

79 

4.823 

3.89858 

29.678 

17.03961  i 

80 

4.537 

3.66071 

29. 147 

16.87176  ! 

81 

4.262 

3.42900 

28.608 

16.69846 

i 82 

3.995  | 

3.20258 

28 . 067 

16.51964 

83 

3.737  1 

2.98024 

27.516 

16.33503 

84 

3.484  ! 

2.76106 

26.961 

16. 14437 

85 

3.236  I 

2.54366 

26.401  ! 

15.94755 

86 

2.992 

2.32795 

25.834 

15.74427 

87 

2.752 

2.11384 

25 . 263  | 

15.53421 

88 

2.517 

1.90115 

24.685  S 

15.31722 

89 

2.286 

1.69107 

24. 101 

15.09295 

90 

2.062 

1 . 48540 

23.511 

14.86102 

91 

1 . 845 

1.28432 

22.915 

14.62122 

i 92 

1.637 

1 . 09024 

22.313 

14.37356 

93 

1.442 

0.90647 

21.708 

14.11860 

94 

1.263 

0.73687 

21.103 

13.85713 

95 

1.103 

0.58435 

20.499 

13  58958 

96 

0.975 

0.46182 

19.896 

13.31698 

97 

0.877 

0.36698 

19.298 

13.03942 

98 

0.746 

0.  24038 

18  703 

12.75716 

99 

0.500 

0.00000 
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251  Condition  Under  Which  Time  for  Filing  Estate  Tax  Returns  May  Be  Extended 
Beyond  Ninety  Days  from  the  Day  a Year  After  the  Death  of  the  Decedent. — 

It  has  been  found  in  numerous  cases  that,  at  the  expiration  of  the  ninety-day  extension 
granted  by  collectors  for  the  filing  of  estate  tax  return,  the  condition  of  the  estate  is  such 
as  to  preclude  the  filing  of  final  return  upon  which  the  exact  tax  due  can  be  determined. 
Accordingly,  Article  XXIX  of  Regulations  37  is  amended  to  the  following  extent: 

Where  the  executor  has  requested,  and  has  been  granted,  an  extension  of  not  to 

252  exceed  ninety  days  for  the  filing  of  estate  tax  return,  and  represents  to  the  collector 
that  complete  return  can  not  then  be  filed,  the  collector  upon  investigation,  and 

if  he  is  satisfied  that  the  cause  for  further  delay  is  unavoidable,  may  extend  the  time  for 
filing  until  in  his  judgment  the  reasonable  ground  for  delay  has  been  removed.  In  every 
such  case  it  should  be  pointed  out  to  the  executor  that,  regardless  of  the  further  extension, 
interest  attaches  from  the  close  of  the  original  ninety-day  extension  upon  all  the  unpaid 
tax.  This  interest  is  required  to  be  computed  from  the  day  of  the  decedent’s  death  and 
is  at  the  rate  of  six  per  centum  per  annum. 

Collectors  should  note  that  in  every  case  of  overdue  estate  tax,  where  the  additional 

253  extension  of  time  herein  provided  for  has  not  been  granted,  the  interest  rate  is 
ten  per  centum  per  annum,  and  such  interest  is  also  computed  from  the  day  of 

the  decedent’s  death. 

Where  either  an  original  ninety-day  extension  or  the  additional  extension  herein 

254  provided  for  is  granted  the  collector  should  promptly  report  all  facts  to  this 
office.  Collectors  must  also  promptly  notify  this  office  whenever  in  their  judg- 
ment the  unavoidable  cause  for  delay  in  filing  return  in  any  case  has  been  removed. 

255  Previous  rulings  inconsistent  with  the  above  are  modified  accordingly.  (T.  D. 
2637,  Jan.  24,  1918.) 

256  [Law.]  United  States  Bonds  Bearing  More  Than  4 Per  Cent  Interest  Are 
Receivable  in  Payment  of  the  Estate  Tax. — Sec.  6.  That  said  act  approved 

September  twenty-fourth,  nineteen  hundred  and  seventeen  [Second  Liberty  Bond  Act], 
is  hereby  amended  by  adding  four  new  sections,  to  read  as  follows: 

“Sec.  14.  That  any  bonds  of  the  United  States  bearing  interest  at  a higher  rate  than 
four  per  centum  per  annum  (whether  issued  under  section  one  of  this  act  or  upon  conversion 
of  bonds  issued  under  this  act  or  under  said  act  approved  April  twenty-fourth,  nineteen 
hundred  and  seventeen  [First  Liberty  Bond  Act]),  which  have  been  owned  by  any  person 
continuously  for  at  least  six  months  prior  to  the  date  of  his  death,  and  which  upon  such 
date  constitute  part  of  his  estate,  shall,  under  rules  and  regulations  prescribed  by  the 
Secretary  of  the  Treasury,  be  receivable  by  the  United  States  at  par  and  accrued  interest 
in  payment  of  any  estate  or  inheritance  taxes  imposed  by  the  United  States,  under  or  by 
virtue  of  any  present  or  future  law,  upon  such  estate  or  the  inheritance  thereof. 

“Sec.  15.'  * * * . 

“Sec.  16.  * * * . 

“Sec.  17.  * * * .”  (Part  of  Sec.  6 of  che  Third  Liberty  Bond  Act,  approved  by 

the  President  April  4,  1918.) 

257  United  States  Bonds  Bearing  Interest  at  a Higher  Rate  than  Four  per  Centum 
to  be  Accepted  at  Par  and  Accrued  Interest  in  Payment  of  Estate  Tax. — Section 

14  [6]  of  the  Act  of  April  4,  1918  (Public — -No.  120 — 65th  Congress),  provided  in  part: 
“That  any  bonds  of  the  United  States  bearing  interest  at  a higher  rate  than  four  per 
centum  (whether  issued  under  section  one  of  this  Act  or  upon  conversion  of  bonds  issued 
under  this  Act  or  under  said  Act  approved  April  twenty-fourth,  nineteen  hundred  and 
seventeen),  which  have  been  owned  by  any  person  continuously  for  at  least  six  months 
prior  to  the  date  of  his  death,  and  which  upon  such  date  constitute  part  of  his  estate, 
shall,  under  rules  and  regulations  prescribed  by  the  Secretary  of  the  Treasury,  be  receivable 
by  the  United  States  at  par  and  accrued  interest  in  payment  of  any  estate  or  inheritance 
taxes  imposed  by  the  United  States,  under  or  by  virtue  of  any  present  or  future  law  upon 
such  estate  or  the  inheritance  thereof.” 

Bonds  of  the  United  States  falling  within  the  classification  specified  will  be 

258  accepted  in  payment  of  estate  tax  at  par  and  accrued  interest.  Bonds  so  receiv- 
able must  (1)  bear  a higher  rate  of  interest  than  four  per  centum  per  annum, 

and  (2)  have  been  owned  by  the  decedent  continuously  for  at  least  six  months  prior  to  the 
date  of  his  death,  and  upon  such  date  constitute  a part  of  the  estate  of  the  decedent. 
The  reckoning  of  the  required  period  of  ownership  may  begin  on  the  date  when  the  decedent 
acquired  bonds  bearing  interest  at  a higher  rate  than  four  per  centum,  by  purchase,  by 
conversion,  of  other  bonds,  or  otherwise. 
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The  entire  estate  tax  may  be  paid  in  bonds,  or  the  tax  may  be  paid  partially  in 

259  bonds  and  partially  by  cash  or  check.  Collectors  may  not,  however,  accept  bonds 
the  par  value  and  accrued  interest  on  which  aggregate  a greater  amount  than 

the  tax.  (T.  D.  2705,  April  23,  1918.) 

260  Returns  on  Form  706  for  the  Estates  of  Nonresident  Decedents  to  be  Forwarded 
Direct  to  the  Commissioner  of  Internal  Revenue  for  Transmittal  to  the  Collector. — 

Hereafter  returns  on  Form  706  for  the  estates  of  nonresident  decedents  shall  be  forwarded 
(in  duplicate)  by  the  executor  direct  to  the  Commissioner  of  Internal  Revenue,  Treasury 
Department,  Washington,  D.  C.,  who  will,  after  reviewing  the  returns,  transmit  them 
to  the  proper  Collector.  The  date  on  which  the  return  is  received  by  the  Commissioner 
of  Internal  Revenue  will  be  considered  the  date  of  original  filing  with  the  Collector  for 
the  purpose  of  determining  whether  the  return  is  filed  within  the  period  prescribed  by 
law.  (T.  D.  2691,  April  8,  1918.) 

261  Real  Estate  Located  Outside  of  the  United  States  Belonging  to  a Decedent  Resident 
Within  the  United  States  Should  not  be  Included  in  the  Gross  Estate  of  Such 

Decedent  for  Estate  Tax  Purposes. — The  following  ruling  is  based  upon  an  opinion  of 
the  Attorney  General,  dated  May  14,  1918: 

The  value  of  real  estate,  belonging  to  a decedent  resident  within  the  United  States 
at  the  time  of  his  death,  located  outside  of  the  United  States,  meaning  thereby  the  States, 
Territories  of  Alaska  and  Hawaii,  and  the  District  of  Columbia,  should  not  be  included 
in  determining  the  value  of  the  gross  estate  of  such  decedent  for  the  purposes  of  the  tax 
imposed  by  Title  II  of  the  Revenue  Act  of  September  8,  1916.  (T.  D.  2735,  June  17,  1918.) 

262  (1)  Conditions  Under  V/hich  Five  Per  Cent  Discount  May  Be  Allowed  For 
Advance  Payment  of  Estate  Tax.  (2)  Conditions  Under  Which  a Tentative 

Return  May  Be  Filed.  (3)  Granting  of  Extension  in  Which  to  File  Final  Return. — 

Section  204  [^126]  of  the  Estate  Tax  Law  (Act  of  September  8,  1916)  provides  that  estate 
tax  shall  be  due  one  year  after  decedent’s  death,  and  if  the  tax  is  paid  before  it  is  due  a 
discount  at  the  rate  of  five  per  centum  per  annum,  calculated  from  the  time  payment  is 
made  to  the  date  when  the  tax  is  due,  shall  be  deducted.  Discount  is  not  allowable  unless 
the  total  tax  be  determined  and  advance  payment  made  in  full. 

It  is  not  contemplated  by  the  Act  that  immediately  after  a decedent’s  death, 

263  or  at  any  time  before  the  expiration  of  the  year,  the  executor  may  make  partial 
payment  on  account  of  the  tax  and  receive  credit  for  the  discount  because  of  advance 
payment.  If  advance  payment  is  to  be  made  before  the  due  date  of  the  tax,  the  estate 
must  be  in  a position  to  file  a final  return  on  Form  706  showing  the  value  of  all  assets 
as  of  the  date  of  decedent’s  death  and  the  allowable  deductions  to  which  the  estate  is 
entitled  under  Section  203  of  the  act,  the  value  of  the  net  estate  and  the  determined  tax 
because  of  the  transfer  of  the  net  estate. 

Final  return  must  be  filed  wffierever  advance  payment  is  desired  and  the  amount 

264  paid  should  be  entered  upon  the  collector’s  assessment  list  for  the  month  in  which 
paid  as  advance  collection. 

Section  207  [1[126]  of  the  Estate  Tax  Act  provides  that  if  for  any  reason  the 

265  amount  of  the  tax  cannot  be  determined  the  payment  of  a sum  of  money  sufficient 
in  the  opinion  of  the  collector  to  discharge  the  tax  shall  be  deemed  payment  in 

full  of  the  tax,  etc.  This  provision  clearly  relates  to  the  time  when  the  tax  is  due.  The 
collector  is  not  required  to  exercise  his  discretion  as  to  what  amount  will  satisfy  the  tax 
until  the  due  date  thereof.  It  is  obvious  that  no  discount  is  allowable  upon  such  payment, 
as  necessarily  the  payment  cannot  be  made  before  the  expiration  of  a year  following 
decedent’s  death. 

266  The  following  regulations  govern  the  above  payments: 

If  at  the  end  of  the  year  following  decedent’s  death  the  executor  represents  and 

267  the  collector  is  satisfied  that  the  amount  of  tax  upon  the  estate  cannot  be  deter- 
mined, a return  may  be  filed  by  the  executor  setting  forth  the  then  known  assets 

of  the  estate  and  the  actual  value  thereof,  as  of  date  of  decedent’s  death,  the  determined 
and  allowable  deductions  to  which  the  estate  is  entitled,  the  value  of  the  net  estate  thus 
disclosed  and  the  tax  due  thereon.  This  return  will  be  designated  “tentative.”  The 
tax  shown  to  be  due  upon  the  tentative  return  should  be  paid  and  entered  upon  the  col- 
lector’s assessment  list  for  the  month  in  which  paid. 

As  further  provided  in  Section  207  of  the  Act,  if  the  amount  of  tax  as  finally 

268  determined,  is  less  than  the  amount  paid  upon  the  basis  of  the  tentative  return 
the  Commissioner  will,  upon  filing  claim  on  Form  46,  make  refund  of  the  excess 

payment.  If  the  amount  of  tax  as  finally  determined  exceeds  the  amount  so  paid  the 
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Commissioner  will  notify  the  executor  of  such  excess.  From  the  time  of  such  notification 
to  the  time  of  final  payment  of  such  excess  part  of  the  tax  interest  will  be  added  thereto 
at  the  rate  of  ten  per  centum  per  annum. 

At  the  time  the  “tentative”  return  is  filed  an  extension  not  to  exceed  ninety 
269  days  may  be  granted  by  the  collector  in  which  to  file  a final  return.  If  at  the 
expiration  of  the  extension  granted  the  executor  represents  that  he  is  still  unable 
to  determine  the  tax  and  file  final  return  a detailed  statement  as  to  the  reason  preventing 
the  determination  of  the  tax  should  be  transmitted  to  the  Bureau  for  consideration  as  to 
whether  an  additional  extension  should  be  granted. 

In  every  case  where  a tentative  return  is  filed  it  should  be  plainly  so  designated 
and  a duplicate  thereof  transmitted  to  the  Bureau  with  a statement  by  the  col- 
lector as  to  the  period  of  extension  granted. 

All  regulations  and  treasury  decisions  inconsistent  with  the  ruling  contained 
herein  are  hereby  modified.  (T.  D.  2756,  Sept.  5,  1918.) 

The  Time  of  Notification  to  an  Executor  of  the  Amount  of  “Excess”  Estate  Tax 
Due  is  the  Date  on  which  Notice  Thereof  is  Received  by  the  Executor. — Section 
207  [If  126]  of  the  Estate  Tax  law,  Title  II  of  the  Act  of  September  8,  1916,  provides  in 
part  as  follows  [see  provision  in  present  law  at  1[31]: 

“That  the  executor  shall  pay  the  tax  to  the  collector  or  deputy  collector.  If  for 
any  reason  the  amount  of  the  tax  cannot  be  determined,  the  payment  of  a sum  of 
money  sufficient,  in  the  opinion  of  the  collector,  to  discharge  the  tax  shall  be  deemed 
payment  in  full  of  the  tax,  except  as  in  this  section  otherwise  provided.  If  the  amount 
so  paid  exceeds  the  amount  of  the  tax  as  finally  determined,  the  Commissioner  of 
Internal  Revenue  shall  refund  such  excess  to  the  executor.  If  the  amount  of  the  tax 
as  finally  determined  exceeds  the  amount  so  paid,  the  Commissioner  shall  notify  the 
executor  of  the  amount  of  such  excess.  From  the  time  of  such  notification  to  the  time 
of  the  final  payment  of  such  excess  part  of  the  tax  interest  shall  be  added  thereto  at 
the  rate  of  ten  per  centum  per  annum,  and  the  amount  of  such  excess  shalljbe  a lien 
upon  the  entire  gross  estate,  except  such  part  thereof  as  may  have  been  sold  to  a 
bona  fide  purchaser  for  a fair  consideration  in  money  or  money’s  worth.” 

The  question  has  arisen  under  this  section  as  to  what  is  the  “time  of  such 
notification”  from  which  interest  is  to  be  computed.  The  time  of  such  notifica- 
tion” is  the  date  on  which  notice  of  the  amount  of  such  “excess  part  of  the 
tax”  is  received  by  the  executor,  whether  such  notice  is  given  by  mail  or  otherwise. 
All  regulations  and  rulings  inconsistent  herewith  are  modified  accordingly.  (T.  D. 
2770,  Nov.  6,  1918.) 

Conditions  Under  Which  Taxes  on  Real  and  Personal  Property,  and  on  Income, 
are  Deductible  in  Computing  the  Net  Estate  of  a Decedent  for  Purposes  of 
Taxation  Under  Title  II  of  the  Act  of  September  8,  1916. — The  Estate  Tax  Law  (Act  of 
September  8,  1916,  Sec.  203  (a)  (1)  ) permits  the  deduction  of  “administration  expenses,*’ 
“claims  against  the  estate”  and  “charges  against  the  estate,”  in  determining  the  value  of 
the  net  estate.  Where  the  State  status  makes  the  tax  a lien  against  property,  it  is  deductible 
as  a “charge  against  the  estate.”  Where  it  is  a personal  obligation  of  the  taxpayer,  it  is 
deductible  as  a “claim  against  the  estate.”  Taxes  are  never  deductible  as  “administration 
expenses.” 

In  certain  juiisdictions  taxes,  upon  both  real  and  personal  property,  are  assessed 

276  prior  to  the  expiration  of  the  period  for  which  the  tax  is  laid:  payment  is  not 
required  until  a date  subsequent  to  the  assessment;  and  the  tax  liability  is  created 

as  of  a date  prior  to  the  performance  by  the  tax  officers  of  all  of  thAr  duties,  such  as 
detennining  th  . exact  amount  to  be  assess*  d to  the  taxpayer,  and  giving  him  notice  of  the 
the  tax.  The  rule  for  determing  deductibility,  in  these  and  other  cases,  is  as  follows:  If 

the  tax  liability  is  created  as  of  a date  in  the  lifetime  of  the  decedent,  the  whole  tax  is 
deductible,  although  the  entire  period  for  which  the  tax  is  laid  has  not  elapsed,  its  exact 
amount  is  not  then  ascertainable,  and  payment  is  not  required  until  a later  date.  On  the 
other  hand,  if  the  tax  liability  is  created  as  of  a date  subsequent  to  the  decedent’s  death, 
no  part  of  it  is  deductible,  although  part  of  the  period  for  which  the  tax  is  laid  elapsed 
in  the  decedent’s  lifetime. 

The  foregoing  rules  also  apply  to  taxes  on  income,  whether  imposed  by  State 

277  statute  or  Act  of  Congress.  Where  the  statute  creates  either  a lien  or  personal 
obligation,  as  of  a date  in  the  decedent’s  lifetime,  the  tax  is  deductible.  Where 

the  lien  or  obligation  is  created  as  of  a date  subsequent  to  the  decedent’s  death,  the  tax 
is  not  deductible. 

The  Income  and  Excess  Profits  Taxes  imposed  by  the  Acts  of  September  8,  1916, 

278  and  October  3,  1917,  constitute  personal  obligations  of  the  taxpayer,  and  are 
deductible  in  accordance  with  the  rules.  All  unpaid  taxes  for  years  prior  to  that 

in  which  the  decedent  died  are  deductible.  For  the  year  in  which  the  decedent  died,  the 
tax  upon  income  up  to  the  date  of  death  is  deductible.  (T.  D.  2771,  Nov.  8,  1918.) 
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(T.  D.  2802.) 

279  Receipt  of  Liberty  Bonds  for  Estate  Taxes. — The  appended  Depart- 

256  ment  Circular,  No.  132  [^[280  to  1f300],  issued  under  date  of  January 

257  30,  1919,  with  reference  to  the  receipt  of  Liberty  Bonds  in  payment 
of  estate  or  inheritance  taxes;  is  published  for  the  information  of 

internal-revenue  officers  and  others  concerned.  (T.  D.  2802,  signed  by 
Commissioner  Daniel  C.  Roper,  and  dated  March  12,  1919.) 


Department  Circular  No.  132. 

Receipt  of  Liberty  Bonds  for  Estate  or  Inheritance  Taxes. 

280  1.  The  following  regulations  are  prescribed  pursuant  to  section  14 
279  of  the  Second  Liberty  Bond  Act,  approved  September  24,  1917,  as 

amended  by  Third  Liberty  Bond  Act,  approved  April  4,  1918,  which 
section,  as  so  amended,  reads  as  follows: 

Sec.  14.  That  any  bonds  of  the  United  States  bearing  interest  at  a higher 
rate  than  four  per  centum  per  annum  (whether  issued  under  section  one  of 
this  Act  or  upon  conversion  of  bonds  issued  under  this  Act  or  under  said 
Act  approved  April  twenty-fourth,  nineteen  hundred  and  seventeen),  which 
have  been  owned  by  any  person  continuously  for  at  least  six  months  prior 
to  the  date  of  his  death,  and  which  upon  such  date  constitute  part  of  his 
estate,  shall  under  rules  and  regulations  prescribed  by  the  Secretary  of  the 
Treasury,  be  receivable  by  the  United  States  at  par  and  accrued  interest  in 
payment  of  any  estate  or  inheritance  taxes  imposed  by  the  United  States, 
under  or  by  virtue  of  any  present  or  future  law  upon  such  estate  or  the 
inheritance  thereof. 

281  2.  The  bonds  described  in  said  section  at  present  issued  and  out- 
standing are — 

(a)  First  Liberty  Loan  converted  4J4  per  cent  bonds  of  1932-47,  dated 
May  9,  1918. 

(b)  First  Liberty  Loan  second  converted  4j4  per  cent  bonds  of  1932-47, 
dated  October  24,  1918.  (These  bonds  are  of  course  not  yet  receivable  in 
payment  of  taxes.) 

(c)  Second  Liberty  Loan  converted  4j 4 per  cent  bonds  of  1927-42,  dated 
May  9,  1918. 

( d ) Third  Liberty  Loan  4j^  per  cent  bonds  of  1928,  dated  May  9,  1918. 

(e)  Fourth  Liberty  Loan  4}^  per  cent  bonds  of  1933-38,  dated  October 
24,  1918.  (These  bonds  are  of  course  no-tyet  receivable  in  payment  of  taxes.) 

282  3.  Bonds  of  the  issues  above  described  are  receivable  for  such  taxes 
only  in  case  such  bonds  have  been  owned  by  the  decedent  continuously 

for  at  least  six  months  prior  to  the  date  of  his  death  and  upon  such  date 
constitute  part  of  his  estate.  The  reckoning  of«the  required  period  of  owner- 
ship will  begin  on  the  date  when  the  decedent  acquired  such  bonds  by  original 
subscription,  by  purchase,  by  conversion  of  bonds  of  other  issues,  or  other- 
wise. In  the  case  of  acquisition  of  bonds  by  conversion  of  bonds  of  other 
issues  previously  owned,  the  date  of  presentation  for  conversion  to  the 
Treasury  Department  or  a Federal  Reserve  Bank  will  be  deemed  the  date 
of  acquisition.  Exchange  of  coupon  for  registered  bonds,  or  of  registered 
for  coupon  bonds,  or  of  bonds  of  one  denomination  for  bonds  of  other  denomi- 
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nations  of  the  same  issue,  within  six  months  prior  to  the  date  of  death  of 
the  decedent,  will  not  prevent  the  receipt  of  such  bonds  for  estate  or  inheri- 
tance taxes,  provided  that  no  change  of  ownership  takes  place. 

283  4.  Bonds  tendered  for  payment  of  taxes  pursuant  to  this  regulation 
must  be  accompanied  by  an  affidavit  of  one  or  more  of  the  legal  repre- 
sentatives of  the  estate  on  Form  760  [1[297]  hereto  attached,  and  the  collector 
is  authorized  to  require  such  further  evidence  as  may  be  necessary  to  enable 
him  to  determine  that  the  bond  or  bonds  are  properly  receivable  in  payment 
of  estate  or  inheritance  taxes  pursuant  to  law  and  these  regulations. 

284  5.  On  receipt  of  such  bonds,  and  on  making  such  determination,  and 
provided  that  the  bonds  tendered  conform  to  the  other  provisions 

of  these  regulations,  the  collector  shall  stamp  or  plainly  write  upon  the  face 
of  each  bond,  the  following: 

This  bond  has  this  day  been  received  in  payment  of 

(Date.) 

estate  (on  inheritance)  taxes  on  the  estate  of 

(Name  of  decedent.) 

under  authority  of  law,  and  the  same  will  not  be  redeemed  by  the  United 

States  except  for  credit  of  the  undersigned Collector 

of  Internal  Revenue  for  the District  of 

and  shall  duly  sign  the  same.  Coupons,  if  any,  attached  to  each  bond, 
shall  be  stamped  or  marked  “paid”  on  the  face  ot  each  coupon  in  letters  of 
sufficient  size  to  be  plainly  legible. 

285  6.  The  entire  tax  may  be  paid  in  bonds,  or  the  tax  may  be  paid  partly 
in  bonds,  and  partly  by  any  other  form  of  payment  permitted  by  law 

or  regulations  duly  in  force.  Collectors  may  not,  however,  receive  bonds, 
the  par  value  and  accrued  interest  of  which,  computed  in  accordance  with 
these  regulations,  aggregate  a greater  amount  than  the  tax  in  payment  of 
which  the  bonds  are  tendered. 

Coupon  Bonds. 

286  7.  Coupon  bonds  received  for  such  taxes  must  be  delivered  to  the 
collector  with  all  unmatured  coupons  attached  and  with  all  matured 

coupons  detached.  Detached  matured  coupons  will  not  be  receivable  in 
payment  of  estate  or  inheritance  taxes.  The  portion  of  the  face  amount 
of  the  current  coupon  which  represents  accrued  interest  to  date  of  receipt 
for  taxes  will  be  determined  in  the  manner  prescribed  by  the  interest  table 
( b ) [1f298]  hereto  attached,  and  such  accrued  interest  will  be  receivable  for 
estate  or  inheritance  taxes. 

287  8.  Coupon  bonds,  after  being  received,  and  reception  noted  on  the 
bonds,  as  above  required,  will  be  deposited  by  the  collector  in  the 

Federal  Reserve  bank  of  the  district  in  which  his  office  is  located  as  a deposit 
of  the  par  value  with  accrued  interest,  determined  as  above  required.  Such 
bonds  must  be  transmitted  by  registered  mail  but  will  not  be  insured.  The 
collector  will  transmit  with  the  bonds  an  accurate  schedule  on  Form  761 
hereto  attached,  showing  the  serial  number  and  denomination  of  each  bond 
transmitted,  the  issue,  the  date  of  issue,  the  face  value  and  date  of  receipt 
for  taxes,  the  amount  of  accrued  interest  and  the  amount  for  which  credited 
against  estate  or  inheritance  taxes.  Such  schedule  shall  be  made  in  quadru- 
plicate, the  original  to  accompany  the  bonds  deposited  with  the  Federal 
Reserve  bank,  the  duplicate  to  be  transmitted  to  such  Federal  Reserve 
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bank  under  separate  cover,  the  triplicate  to  be  transmitted  to  the  Secretary 
of  the  Treasury,  Division  of  Loans  and  Currency,  Washington,  and  the 
remaining  copy  to  be  retained  by  the  collector. 

288  9.  A Federal  Reserve  bank  on  receipt  and  examination  of  such  bonds 
will  charge  the  Treasurer’s  account  with  par  and  accrued  interest  to 

date  of  receipt  for  taxes  as  reported  by  the  collector,  give  credit  to  the  col- 
lector for  like  amount,  and  will  issue  a certificate  of  deposit  in  triplicate  on 
National  Bank  Form  15,  and  transmit  the  original  to  the  Secretary  of  the 
Treasury  through  the  Treasurer  of  the  United  States  with  its  transcript,  and 
the  duplicate  and  triplicate  to  the  Collector,  who  will  forward  the  duplicate 
to  the  Commissioner  of  Internal  Revenue.  Such  Federal  Reserve  bank 
will  then  physically  cancel  the  bonds  and  coupons  attached,  and  transmit 
the  same  to  the  Treasurer  of  the  United  States  with  the  original  or  duplicate 
of  the  Collector’s  schedule  (Form  761),  to  which  shall  be  added  the  Federal 
Reserve  bank’s  certificate  as  shown  thereon. 

Registered  Bonds. 

289  10.  Registered  bonds  are  also  receivable  for  estate  or  inheritance 
taxes  in  accordance  with  these  regulations.  In  addition  to  requiring 

the  affidavit  (Form  760)  the  collector  shall  determine  that  the  registered 
owner  whose  name  is  inscribed  on  the  bond  is  identical  with  the  decedent 
whose  estate  is  liable  to  estate  (or  inheritance)  taxes  and  that  the  bond  is 
presented  from  the  custody  or  control  of  the  legal  representative  or  repre- 
sentatives of  such  estate.  Such  bond  shall  be  assigned  to  “the  Secretary 
of  the  Treasury  for  redemption  in  payment  of  estate  (or  inheritance)  taxes” 
by  the  authorized  representative  or  representatives  of  the  deceased  regis- 
tered owner.  Such  representative  or  representatives  must  furnish  to  the 
collector  a certificate  under  the  seal  of  the  court  in  which  the  estate  is  being 
administered  or  a duly  authenticated  copy  of  the  letters  testamentary  or  of 
administration,  showing  the  appointment  of  such  representative  or  repre- 
sentatives, and  the  date  thereof.  Such  certificate  must  be  dated  within 
thirty  days  prior  to  its  presentation  to  the  collector.  If  the  representative 
be  appointed  to  execute  a will,  a certified  copy  of  the  will  must  be  furnished 
to  the  collector.  All  such  documents  of  authority  will  be  attached  to  the 
bond  and  forwarded  therewith  by  the  collector  as  hereinafter  provided. 
Where  there  are  two  or  more  legal  representatives,  all  must  unite  in  an 
assignment,  unless  by  decree  of  court  or  testamentary  provision  some  one 
or  more  of  them  is  or  are  designated  or  empowered  to  dispose  of  the  bonds. 
The  form  printed  on  the  back  of  the  bond  must  be  used  for  assignment,  and 
the  assignment  must  be  dated  and  properly  acknowledged  as  prescribed 
in  the  note  printed  on  the  back  of  the  bond.  Officers  authorized  to  take 
acknowledgments  of  assignments  of  registered  bonds  in  addition  to  those 
mentioned  on  the  back  of  the  bond  are  designated  in  the  Regulations  of 
the  Treasury  Department  in  Relation  to  United  States  Bonds.  The  col- 
lector will  satisfy  himself  that  the  above-mentioned  documents  of  authority 
and  the  requisite  signatures  and  acknowledgments  are  in  hand  before  noting 
on  the  bond  its  reception  for  taxes,  as  provided  in  paragraph  5 hereof,  but 
the  final  determination  of  the  correctness  or  validity  of  the  assignment  will 
be  made  by  the  Secretary  of  the  Treasury,  Division  of  Loans  and  Currency, 
at  Washington,  on  receipt  of  all  such  bonds  and  documents,  when  trans- 
mitted as  hereinafter  provided. 
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290  11.  By  reason  of  the  periodical  closing  of  the  transfer  books  of  the 
Treasury  Department  for  the  payment  of  interest  on  registered  bonds, 

and  the  impossibility  of  stopping  payment  of  interest  to  the  registered  holder 
during  the  period  of  such  closing,  registered  bonds  will  not  be  receivable  in 
payment  of  estate  or  inheritance  taxes  during  the  period  of  closing  of  the 
books  of  the  issue  in  question.  The  books  are  closed  with  respect  to  each 
issue  for  one  month  prior  to  each  interest  date.  The  closed  periods  with 
respect  to  each  bond  may  therefore  be  determined  by  inspection  of  the  bond 
itself,  being  one  month  prior  to  each  interest  payment  date  named  thereon, 
and  until  the  day  following  such  interest  payment  date.  The  closed  periods 
for  each  issue  of  bonds  receivable  for  estate  or  inheritance  taxes  are  also 
stated  in  table  ( d ) [^[301]  hereto  attached. 

291  12.  Collectors  will  examine  each  registered  bond  tendered  for  estate 
or  inheritance  taxes  to  determine  whether  the  transfer  books  of  the 

issue  in  question  are  then  opened  or  closed.  If  the  books  are  then  open  but 
are  due  to  close  on  a date  too  early  to  permit  the  bond  to  be  transmitted  to 
the  Secretary  of  the  Treasury,  Division  of  Loans  and  Currency,  and  to  be 
received  by  such  division  prior  to  the  closing  date,  the  collector  will  advise 
the  Secretary  of  the  Treasury,  Division  of  Loans  and  Currency,  by  telegraph 
at  the  time  of  receipt  of  the  bond,  using  Form  (<?)  hereto  attached,  and  will 
immediately  confirm  the  same  by  mail.  The  Division  of  Loans  and  Currency 
will  thereupon  stop  interest  payment  on  such  bond.  The  Secretary  reserves 
the  right  ( a ) to  refuse  to  receive  in  payment  of  estate  or  inheritance  taxes 
any  registered  bond  tendered  to  the  collector  during  an  open  period  but 
received  at  the  Division  of  Loans  and  Currency  during  a closed  period  of 
the  transfer  books  of  the  issue  in  question,  unless  the  current  pay  ment  of 
interest  on  such  bond  has  been  stopped,  (b)  to  adjust  the  value  at  which 
such  bond  will  be  received  in  payment  of  estate  or  inheritance  taxes  at  the 
equivalent  of  par  and  accrued  interest  on  the  date  on  which  such  bond  was 
properly  tendered  to  the  collector. 

292  13.  Registered  bonds  receivable  in  accordance  with  these  regulations 
will  be  received  at  par  and  accrued  interest,  computed  from  the  last 

preceding  interest  date  as  shown  thereon,  to  the  date  of  receipt,  in  accord- 
ance with  Table  ( b ) [^[298]  hereto  attached. 

293  14.  Registered  bonds  when  so  received,  and  bearing  the  stamp  or 
writing  required  by  paragraph  5 hereof,  will  be  transmitted  with  all 

accompanying  documents  of  authority  to  the  Secretary  of  the  Treasury, 
Division  of  Loans  and  Currency,  Washington,  by  registered  mail,  but  not 
insured.  The  collector  will  make  an  accurate  schedule  on  Form  762  hereto 
attached  in  triplicate  showing  the  date  of  death  of  the  decedent,  the  serial 
number  and  denomination  of  each  bond,  the  issue,  the  date  of  issue,  the  face 
value,  the  date  of  receipt  for  taxes,  and  the  amount  for  which  credited  against 
estate  or  inheritance  taxes.  The  original  of  this  schedule  must  accompany 
the  bonds  sent  to  the  Secretary  of  the  Treasury,  Division  of  Loans  and  Cur- 
rency; the  duplicate  shall  be  transmitted  to  the  Secretary  of  the  Treasury, 
Division  of  Loans  and  Currency,  under  separate  cover;  and  the  triplicate 
shall  be  retained  by  the  collector. 

294  15.  On  receipt  of  such  bonds,  the  Division  of  Loans  and  Currency  will 
determine  whether  the  assignment  has  been  properly  executed, whether 

the  bonds  are  of  an  issue  receivable  for  estate  or  inheritance  taxes  hereunder, 
whether  the  Department’s  record  of  registration  is  consistent  with  the  affi- 
davit of  ownership  (Form  760),  and  the  amount  at  which  such  bonds  are 
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receivable  for  estate  or  inheritance  taxes,  and  will  ,if  it  find  the  bonds  in 
order,  transmit  them  with  its  advice  on  Form  L.  & C.  122  to  the  Treasurer 
of  the  United  States  for  redemption.  The  Treasurer  will  thereupon  cancel 
the  bonds  and  issue  a certificate  of  deposit  in  the  name  of  the  collector,  in 
triplicate,  and  will  forward  the  original  to  the  office  of  the  Secretary  of. the 
Treasury,  Division  of  Public  Moneys,  and  transmit  the  duplicate  and  tripli- 
cate of  such  certificate  to  the  Commissioner  of  Internal  Revenue,  Accounts 
Division,  who  will  fo'rward  the  triplicate  to  the  collector. 

General. 

295  16.  Until  certificates  of  deposit  are  received  by  the  collector,  the 
amounts  of  bonds  deposited  must  be  carried  as  “Cash  on  hand,”  and 

not  credited  as  “Collections,”  as  the  dates  of  the  certificates  of  deposit 
determine  the  dates  of  collections. 

296  17.  The  right  is  reserved  to  amend  or  withdraw  the  foregoing  regu- 
lations in  whole  or  in  part  at  any  time.  (Department  Circular  No. 

132,  signed  by  Secretary  of  the  Treasury  Carter  Glass,  and  dated  January 
SO,  1919.) 


297  TREASURY  DEPARTMENT, 

283  INTERNAL  REVENUE. 

V FORM  760. 

Affidavit  of  Ownership  of  Bonds. 

State  of County  of ss: 

We  (I), the  undersigned  execut , administrat. . . ., 

beneficiar.  . . . , legal  representative  of  the  estate  of 

deceased,  who  died  on , 19....,  do  severally  swear  that  the 

bond.  . described  below  bearing  interest  at  a higher  rate  than  4 per  centum 
per  annum  was  (or  were)  each  owned  by  the  decedent  continuously  for  at 
least  six  months  prior  to  the  date  of  his  (or  her)  death  and  upon  such  date 
constituted  part  of  his  (or  her)  estate,  and  that  the  following  statements 
with  respect  to  each  such  bond  are  true  to  the  knowledge  of  deponent,  to  wit: 


Serial 

No. 

Description  of  issue 

Date  of 
issue 

Date  of 
maturity 

Date  of 
acquisition 
by  decedent 

Face 

value 

Coupon 
or  regis- 
tered 

(Each  bond  must  be  entered  separately.) 


(Address  for  mail.) 

Subscribed  and  sworn  to  before  me  at this 

day  of.  . . . , 19.  . . . 


Notary  Public , Deputy  Collector. 
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298  TABLE  (B). 

290 

292 

LIBERTY  LOAN 

INTEREST  TABLE  FOR  4^  PER  CENT  BONDS 


Interest  on  8100  at  4i  VeT  cen^  Ver  annum)  'payable  semiannually  (#J  per 

cent  per  half  year). 

[Tables  prepared  by  Government  Actuary.] 

Note. — Interest  on  United  States  bonds  is  computed  on  actual  days  basis  within 
the  interest  period.  For  any  given  interest  computation  the  appropriate  column  to 
be  used  may  be  determined  from  the  following: 

NUMBER  OP  DAYS  IN  EACH  HALF  YEAR, 

Baif  year  ending  the  15th  day  of— 


Regular  years — *>ays. 

March*  May,  July,  August 181 

April,  June 182 

October,  December.... 183 

January,  February,  September, 
November — 184 


Leap  years—  t>ays. 

March,  May,  July,  August 182 

April,  June,  October,  December.  183 

January,  February,  September, 
November 184 


Days. 

Half  year  of  181 
days. 

Half  year  of  182 
days. 

Half  year  of  183 
days. 

Half  yea;  of  184 
days. 

1 

$0.01174033 

$0.01187582 

$0.01161202 

$0.01154891 

2.......:. 

.02348086 

.02336165 

.02322404 

" .02309783 

3 

.03522089 

.03502747 

.03483607 

.03464674 

4....:.... 

.04886133 

.04870330 

.04644809 

.04019565 

6 

.05870186 

.05837912 

.05806011 

.05774457 

6.., 

.07044199 

.07005495 

.08967213 

.06929348 

7 

.03218232 

.08173077 

.08128415 

.08084239 

8 

,08382285 

.09340659 

.09289817 

.09239130 

9 

.10588298 

,10508242 

.10450820 

.10394022 

XO. 

.11740331 

.11675824 

.11612022 

.11548913 

11 

.12914385 

.12843407 

.12773224 

.12703804 

12... 

.14088388 

.14010889 

.13934426 

.13858696 

13 

.15282431 

.15178571 

.15095628 

.15013587 

14 

.16436464 

.16346154 

.16256831 

.16168478 

15 

.17610497 

.17513736 

.17418033 

.17323370 

10.  

.18784530 

.18681319 

.18579235 

.18478261 

17 

.19958564 

.18848901 

.19740437 

.19633152 

18 

.24132597 

.21016484 

.20901639 

.20788043 

19 

.22306630 

.22184066 

.22002842 

.21942935 

20 

.23480663 

.23351648 

.23224044 

.23097820 

21 

.24654696 

.24519231 

.24385246 

.24252717 

22 : 

.26828729 

.25886813 

.25540448 

.25407609 

23 

.27092702 

.26854396 

.26707650 

.26582500 

24 ... 

.28178796 

.28021978 

.27888852 

.27717391 

25 

.29350829 

.29189560 

.29030055 

.28872283 
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Days. 

Half  year  of  181 

days. 

Half  year  of  182 
days. 

Half  year  of  183 
days 

Half  year  of  1S4 
days. 

26 

$0.30524862 

$0.30357143 

$0.30191257 

$0.30027174 

27 

.31698895 

.31524725 

.31352459 

.31182065 

28 

.32872928 

.32692308 

.32513661 

.32330957 

29 

.34046981 

.33859890 

.33674863 

.33491848 

30 

.36220994 

.35027473 

.,34836086 

.34646739 

31 

.36395028 

.36195055 

.35997208 

.35801030 

32 

.37569081 

.37362837 

.37158470 

.36956522 

33 

.38743094 

.38530220 

.38319672 

.88111413 

34 

.39917127 

.39697802 

.39480874. 

.39266304 

36 

.41091160 

.40865385 

.40642077 

.40421198 

30......... 

.42265193 

.42032967 

.4180327© 

.41570087 

37 

.43438227 

.43200549 

.42984481 

.42730978 

38 

.44813260 

.44363132 

.44125683 

.43885870; 

39 

.45787283 

.45535714 

.45288885 

.45040761 

40......... 

.48961326 

.40703297 

.46448087 

.48195652 

41 

.4C135359 

.47870879 

.47609290 

.47350543 

42 

.48309392 

.48038482 

.48770492 

.48505485 

43 

.60483425 

.50206044 

.49931894 

.48680326 

44 

.61657459 

.51373826  - 

.61092890 

.50315217 

46 

.62831492 

.52541209 

.52254098 

.51970109 

48 

• .54005526 

.53708791 

.53415301 

.53125000 

47 

.65179553' 

.54878374 

.54576503 

.54278891 

48 

.60353591 

.58043858 

.56737705 

.55434793 

49 

.57527024 

.57211533 

.58898907 

.66588674 

60......... 

.68701657 

.58379121 

,58060109 

.5774456a 

61... 

.58375891 

.59540703 

.69221311 

.58899457 

62. 

.61048724 

.60714288 

.60382514 

.60054348 

63 

.62223757 

.61881888 

.61543716 

.61209239 

64 

.63397790 

.63049451 

.62704918 

.62364130 

66 

.64571828 

.64217033 

.63308120 

.63518022 

6$ 

.65745056 

.65384615 

.65027322 

.04073913 

67 

.66919889 

.66552198 

.86188525 

.65828804 

68 

.68093923 

.67719780 

.67349727 

.66883696 

59 

.69267853 

.68887363 

.68510929 

.68138587 

60 

.70441889 

.70054945 

.69672131 

.68283478 

01. 

.71016022 

.71222527 

.70833333 

.70448370 

02 

.72790055 

.72390110 

.71894536 

.71803261 

63 

.73964083 

.73557692 

.73155733 

.72758152 

64 

.75138122 

.74725275 

.74316940 

.73913043 

65 

.76312155 

.75892857 

.75478143 

.75067835 

66 

.77488188 

.77080440 

.76639344 

.76222826 

67 

.78660221 

.78238022 

.77800546 

.77377717 

68 

.79834254 

.79395604 

.78961749 

.78532609 

69 

.81008287 

.80563187 

.80122951 

.79687600 

70 

.82182320 

.81730769 

.81284153 

.80842391 

71 

.83356354 

.82898352 

.82445355 

.81997283 

72 

.84530387 

.84065934 

.83606557 

.83152174 

73 

.85704420 

.85233517 

.84767760 

.84307065 

74. 

.86878453 

.80401099 

.85928902 

.85461950 

75 

.88052488 

.87568881 

.87090164 

.86616848 

76 

.8922651© 

.88736264 

.882513 60 

.87771739 

77.. 

.90400552 

.89903846 

.89412568 

.88920630 

78 

.91574586 

.91071429 

.90573771 

.90081522 

79 

.92748619 

.92239011 

.91734973 

.91236413 

80 

.93922652 

.93406593 

.92896175 

.92391304 
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Days. 

Half  rear  o'  131 

Half  year  of  1S2 

~ — — L - i 

FT»lf  year  of  1S3 

fivLxra. 

1 Half  year  of  184 

— 

81 

$0.95096685 

$0.04574176 

$0.94067377 

$0.93546196 

82 , 

.86270718 

.95741768 

.95218570 

.94701037 

88 

.97444751 

.93909341 

.96379781 

.95855973 

84 

.88618785 

.88076823 

.97540984 

.97010870 

85 

.08782818 

.99244503 

.98702186 

.98165761 

se 

1.00066851 

1.00412088 

.99883388 

.89320352 

87 

1.02140884 

1.01579870 

1.01024590 

1.00476543 

88 

1.03314817 

1.02747253 

1.02185792 

1.01630435 

89 

1.04488850 

1.03914835 

1.03346895 

1.02785326 

80....... 

1.05362383 

1,05082418 

1.04608187 

1.03040217 

91 ... 

1.03S37017 

1.08250000 

1.0566938© 

1.05086109 

82. • 

1.08011050 

1.07417582 

1.09830601 

1.08250000 

83 

1.09185083 

1.08585X65 

1.07891803 

1.07404891 

84 

1.10358116 

1.09752747 

1. OS 153005 

1.08559783 

85..*.... 

1.11533149 

1.10920330 

1.10314208 

1.09714674 

se....,.. 

1,12707182 

1.12087912 

1.11475410 

1.10869565 

87. 

1. 18881215  , 

1.13255495 

1.12636612 

1.12024456 

98. 

1.15055248 

1^14423077 

1.13787814 

1.13178348 

98.’. 

1.16229282 

1.15580659 

1.14858016 

1.14384239 

100 

1.17403315 

1.16758242 

1.18120219 

1.16439130 

101 

1.16S7TS4S 

1.17825324 

1.17281421 

1.16844022 

102 

1.19751381 

1.19093407 

1.18442623 

1.17798913 

103 

1.20925414 

1.20260889 

1.19803825 

1.18953804 

104. ...... 

1.22099447 

1.21428571 

1.20785027 

1.20108696 

105. 

• 1*23273481 

1.22596154 

1.21928230 

1.21263537 

108..;.,.. 

1.24447514 

1.2376S736 

1.23087432 

!. 22418473 

107. 

1.25621547 

1.24931319 

1.24248834 

1.23573870 

103 

1.26705580 

1.26088901 

1.25409838 

1.24723261 

109 

1.27860618 

1.27268484 

1.28571038 

1.26883152 

no. 

1.28148648 

1.28434066 

1.27732240 

1.27QS8043 

111....... 

1.30317679 

X.29Q01Q4S 

1.28803443 

1.28102935 

112. 

1.31401713 

1.30769231 

1.30054645 

1.28347826 

113 

1.82665746 

1.31936813 

1.31215847 

1.30502717 

114 

1,33839778 

1.33104386 

1.32377049 

1.81667609 

115.. 

X.35C18S12 

1.34271878 

1.33588251 

1.32812500 

116. 

1.38187845 

1.35438560 

1.34699454 

1.33987391 

117 

1.37381878 

1.88607143  . 

1.85S60658 

1.35122283 

118 

1.88535811 

1.37774725 

1.37021858 

1.38277174 

118 

1.39709845 

,1.38942303 

1.38188060 

1.87432065 

120 

1.40883978 

1.40109890 

1.39344262 

1.38536858 

121....... 

1.42058011 

1.41277473 

1.40505465 

1.39741848 

122 

1.43232044 

1.42445055 

1.4166S667 

1.40896739 

123....... 

1.44406077 

1.4381287 

1.42827869 

1.42051030 

124. ...... 

1.46580110 

1.44780220 

1.43989071 

1.43206522 

125....:.. 

1.46754144 

1.45947802 

1.45150273 

1.44361413 

126 

1.47928X77 

1.471153S5 

1.46311475 

1.45516304 

127. 

1.49102210 

1.48282967 

1.47472678 

1.46671196 

128......; 

1.50276243 

1.49450550 

1.48Q33880 

1.47826087 

129....... 

1.61450276 

1.50618132 

1.49785082 

1.43980978 

130 

1.52824308 

1.51785714 

1.50956284 

1. 60X35870 

181..  .... 

1.53798342 

1.52053297 

1.5211748 8 

1.5X290761 

132 

1.64872376 

1.64120879 

1.53278689 

1,52445852 

133 

1.56146409 

1,55288482 

1.54438891 

1.53600543 

134.. 

X. 57820443 

1.56456044 

1.55601093 

1.54755435 

185 

1.5S484475 

1.57628828 

1.56762285 

1.55910326 
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Days. 

Half  yoar  of  181 
days. 

Half  year  of  1S2 
days. 

Half  year  of  183 
days. 

Half  year  of  184 
days. 

130 

$1.59668508 

$1.58791209 

$1.57923497 

$1.57085217 

137 

1.60842541 

1.59958791 

1.59084699 

1.58220109 

138 

1.62016574 

1.61126374 

1.60245902 

1.59375000 

139....... 

1.63190608 

1.62293956 

1.61407104 

1.00529891 

140 

1.64364641 

1.63401539 

1.02568300 

1.61084783 

141 

1.65538674 

1.64629121 

1.03729508 

1.62839674 

142 

1.66712707 

1.65796703 

1.64890710 

1.03994565 

143 

1.67886740 

1.66964280 

1.66051913 

1.65149456 

144 

1.69060773 

1.68131868 

1.67213115 

1.88304348 

145 

1.70234807 

1.69299451 

1.08374317 

1.67459239 

146 

1.71408340 

1.70467033 

1.09535519 

1.68014130 

147 

1.72582873 

1.71634615 

1.70690721 

1.69769022 

148 

1.73756006 

1.72802198 

1.71857924 

1.70923913 

149 

1.74930939 

1.73909780 

1.73019126 

1.72078804 

150 

1.76104972 

1.75137363 

1.74180328 

1.73233098 

151 

1.77279005 

1.76304945 

1.75341530 

1.74388587 

152 

1.78453039 

1.77472528 

1.76502732 

1.75543478 

153 

1.79627072 

1.78640110 

1.77663934 

1.78698370 

154 

1.80801105 

1.79807692 

1.78825137 

1.77853261 

155 

1.81975138 

1.80975275 

1.79986339 

1.79008152 

156 

1.83149171 

1.82142857 

1.81147541 

1.80183043 

157 

1.84323204 

1.83310440 

1.82308743 

1.81317935 

158 

1.85497238 

1.84478022 

1.83469945 

1.82472826 

159 

1.86671271 

1.85645604 

1.84631148 

1.83627717 

160 

1.87845304 

1.88813187 

1.85792350 

1.84782809 

161 

1.89019337 

1.87980769 

1.88953552 

1.85937500 

162 

1.90193370 

1.88148352 

1.88114754 

1.87092391 

163 

1.91367403 

1.90315934 

1.89275958 

1.88247283 

164 

1.92541436 

1.91483517 

1.90437159 

1.89402174 

165 

1.93715470 

1.92651099 

1.91598361 

1.90557005 

166 

1.94889503 

1.93818681 

1.92759563 

1.91711958 

167 

1.96063536 

1.94986264 

1.93920765 

1.92866848 

168 

1.97237569 

1.96153846 

1.85081967 

1.94021739 

169 

1.98411602 

1.97321429 

1.96243169 

1.95176630 

170 

1.99585635 

1.98489011 

1.97404372 

1.96331522 

171 

2.00759668 

1.99656593 

1.98565574 

1.97486413 

172 

2.01933702 

2.00824176 

1.99726770 

1.98041304 

173 

2.03107735 

2.01991758 

2.00887978 

1.99796190 

174 

2.0.4281768 

2.03159341 

2.02049180 

2.00951087 

L75 

2.05455801 

2.04326923 

2.03210383 

2.02105978 

176 

2.06829834 

2.05494506 

2.04371585 

2.03260870 

177 

2.07803867 

2.06662088 

2.05532787 

2.04415781 

178 

2.08977901 

2.07829670 

2.06893989 

2.05570652 

179 

2.10151934 

2.08997253 

2.07855191 

2.06725543 

180 

2.11325967 

2.10164835 

2.09016393 

2.07880435 

181 

2.12500000 

2.11332418 

2.10177596 

2.09035326 

182 

2.12500000 

2.11338798 

2.10190217 

183 

2.12500000 

2.11345109 

184 

2.12500000 

' 
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299  EXAMPLE. 

$10,000  Third  Liberty  Loan  4J4  Per  cent  bond  of  1928,  tendered  in  pay- 
ment of  estate  taxes,  January  5,  1919. 

Interest  payment  dates  on  Third  Liberty  Loan  bonds  are  shown  on  the 
face  thereof  to  be  March  15  and  September  15  in  each  year. 

Current  half  year  interest  period  therefore  ends  March  15,  1919. 

The  year  1919  being  a “regular”  (not  a “leap”)  year,  find  “March”  in 
the  list  at  head  of  table  under  “Regular  years.”  This  list  shows  that  the 
half  year  ending  March  15,  in  a regular  year,  has  181  days. 

Compute  number  of  days  since  the  beginning  of  such  half  year  that  have 
expired  to  date  of  tender  of  bond,  thus: 


1918  Days 

September  15  to  September  30 15 

October 31 

November 30 

December 31 

1919 

January 5 


Total 112 


Enter  table  headed  “Half  year  of  181  days”  (second  column)  and  seek  in 
that  column  the  amount  of  interest  on  $100  for  112  days.  This  will  be  found 
opposite  the  figure  “112”  (days)  in  first  column,  and  proves  to  be  $1.31491713. 

$100  is  1-100  of  $10,000  (found  by  division),  and  the  amount  of  interest 
accrued  on  a $10,000  bond  is  therefore  100  times  the  amount  shown  on  the 
table,  or  $131.491713. 

The  figures  more  than  two  places  to  the  right  of  the  decimal  point  are 
fractions  of  a cent  (in  this  example,  1713).  Fractions  more  than  one-half 
a cent  will  be  taken  as  one  cent  and  added  to  the  total;  when  less  than  one-half 
a cent  they  will  be  disregarded.  In  this  case  .1713  of  a cent  is  less  than 
one-half  a cent;  consequently,  the  fraction  will  be  disregarded,  making  the 
final  figure  of  accrued  interest  sought  $131.49.  The  bond  is  worth  for  estate 
taxes  $10,131.49. 

When  more  than  one  bond  is  tendered  in  payment  of  estate  taxes,  each 
bond  will  be  computed  separately,  by  the  use  of  its  proper  table,  and  the 
result  stated  with  the  full  resulting  number  of  decimal  places.  These  sums 
will  then  be  added  together,  and  the  adjustment  of  fractions  of  a cent  applied 
to  the  total,  thus:  Supposing,  instead  of  one  bond  of  the  par  value  of  $10,000 

three  such  bonds  were  tendered,  the  result  would  be — 

First  bond $131.491713 

Second  bond 131.491713 

Third  bond 131.491713 


Total $394.475139 

pff  In  this  case  the  fraction  of  a cent  (0.5139)  is  greater  than  one-half  a cent; 
consequently,  the  accrued  interest  is  $394.48,  and  the  bonds  are  worth  for 
estate  taxes  $30,394.48. 
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300  TABLE  (D). 

290 

Periods  During  Which  Transfer  Books  are  Closed  for  the  Various  Issues  of 
Liberty  Bonds  Receivable  for  Estate  or  Inheritance  Taxes. 


Title  of  Bonds 

Closed  periods 

From 
close  of 
business 

To  open- 
ing of 
business 

First  Lihprty  T.nar|  mnv^rf^d  4t^  p<*r  rfknt  b^nds  nf  193? — 47 

f May'  15 
iNov.  15 
[Apr.  15 
iOct.  15 
[Feb.  15 
[Aug.  15 
[Mar.  15 
[Sept.  15 

June  16 
Dec.  1 6 
May  16 
Nov.  16 
Mar.  16 
Sept.  16 
Apr.  16 
Oct.  16 

First  Liberty  Loan  second  converted  4J£  per  cent  bonds  of  1932-47 
Second  Liberty  Loan  converted  4J4  per  cent  bonds  of  1927-42 

Third  Liberty  Loan  4J^  per  cent  bonds  of  1928 

Fourth  Liberty  Loan  per  cent  bonds  of  1933-38 

NOTE. — If  the  closing  date  falls  on  a Sunday  or  legal  holiday  the  transfer  books 
will  close  on  the  preceding  day;  if  the  opening  date  falls  on  a Sunday  or  legal  holiday  the 
books  will  open  on  the  following  day. 


301  Effective  Date  of  Estate  Tax  Title  of  the  Revenue  Act  of  1918. — 

4 The  point  raised  in  the  attached  memorandum  was  considered 
40  when  the  provisional  regulations  were  adopted.  The  ruling  laid 
down  in  those  regulations  is  in  accordance  with  the  Act  itself 
which  provides  that  the  Act  shall  take  effect  the  day  following  its  passage. 
The  reference  under  Section  401  to  the  estate  of  decedents  dying  after 
the  passage  of  this  Act  is  to  be  found  in  the  previous  Acts,  which  were 
construed  as  going  into  effect  the  day  following  approval  under  a similar 
provision  to  that  contained  in  Section  1409  of  the  present  Act,  providing 
that  the  Act  shall  take  effect  on  the  day  following  its  passage.  The  Act 
of  Sept.  8,  1916,  was  interpreted  as  taking  effect  on  Sept.  9,  1916;  the 
amendment  of  March  3,  1917,  was  interpreted  as  taking  effect  on  that  date 
because  the  amendment  specifically  provided  that  the  former  rates  should 
apply  on  the  transfer  of  estates  of  decedents  dying  between  Sept.  8,  1916, 
and  the  passage  of  that  Act:  the  Act  of  Oct.  3,  1917,  was  interpreted  as 
taking  effect  on  Oct.  4,  1917  (see  T.  D.  2535).  Accordingly,  the  ruling 
laid  down  is  consistent  with  previous  interpretations. 

The  time  of  the  passage  of  an  Act  has  been  construed  by  the  courts  as 
meaning  the  time  when  it  is  passed  through  the  various  stages  necessary 
by  the  provisions  of  the  constitution  to  make  it  a valid  statute,  and  been 
approved  and  signed.  Johnson  v.  Fay,  82  Mass.  Accordingly,  the  time 
of  the  passage  of  the  present  Act  is  the  time  on  which  it  was  approved  by 
the  President.  Section  1409  specifically  provides  that  the  act  shall  take 
effect  on  the  day  following  its  passage.  This  is  conclusive  as  to  the  cor- 
rectness of  the  Bureau’s  interpretation,  but  even  were  this  specific  provi- 
sion not  incorporated,  the  reference  in  the  memorandum  to  the  estate  of 
a decedent  dying  the  night  of  February  24,  after  the  passage  of  the  Act 
at  6.55  P.  M.  would  still  be  incorrect.  A provision  that  an  Act  shall  take 
effect  from  its  passage  means  from  and  including  the  whole  day  it  actually 
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passed.  Ex  parte  Lucas  61  S.  W.  218.  This  is  in  accordance  with  the 
general  ruling  that  a day  is  generally  regarded  in  law  as  a point  of  time  and 
that  a fraction  of  a day  will  not  be  recognized  unless  substantial  justice 
requires  it.  The  day  on  which  an  Act  passed,  if  that  were  the  effective 
date,  would  need  therefore  to  be  entirely  included,  and  it  follows  that 
where  the  reference  in  the  Act  is  on  and  after  instead  of  from,  the  day  of 
passage  must  be  entirely  excluded.  (Official  memorandum,  Bureau  ol 
Internal  Revenue,  dated  March  28,  1919.) 


302  Liberty  Bonds,  etc.,  Beneficially  Owned  by  Non-resident  Alien 
1034  Individuals. — Please  advise  us  wire  collectjwhether  under  section 

three,  Liberty.  Loan  bill,  bonds,  notes,  and  certificates  of  indebted- 
ness of  the  United  States  and  bonds  of  War  Finance  Corporation  shall  be 
exempt  both  as  to  principal  and  interest  from  Federal  Estate  Tax  when 
held  by  non-resident  alien  individual  at  time  of  death.  (Answer.)  Bonds, 
notes  and  certificates  of  indebtedness  of  the  United  States  and  bonds  of 
War  Finance  Corporation  owned  by  a non-resident  decedent  at  time  of 
death  are  not  exempt  from  Federal  Estate  Tax  if  situated  in  the  United 
States  at  that  time.  (Telegram  from  A.  Iselin  & Co.,  New  York,  N.  Y., 
and  the  telegram  in  answer  thereto,  signed  by  Commissioner  Daniel  C. 
Roper  and  dated  May  14,  1919.) 


(T.  D.  2878.) 

303  Receipt  of  Liberty  Bonds  for  Estate  or  Inheritance  Taxes.— Referring 

256  to  T.  D.  2705  [1f257],  dated  April  23,  1918,  Department  Circular 

257  No.  132  [TJ280],  dated  January  30,  1919,  and  T.  D.  2802  [1f279], 
dated  March  12,  1919,  as  to  the  receipt  of  Liberty  Bonds  for  estate 

or  inheritance  taxes,  the  date  of  original  subscription,  or  the  date  of  the  bonds, 
whichever  date  shall  be  later  in  time,  shall  be  deemed  the  date  of  acquisition 
in  cases  where  the  bonds  are  acquired  by  original  subscription,  provided 
that  payment  in  full  on  the  subscription  be  completed  and  the  bonds  de- 
livered thereon.  (T.  D.  2878,  signed  by  Commissioner  Daniel  C.  Roper,  and 
dated  July  2,  1919.) 


(T.  D.  2898) 

304  Receipt  of  Liberty  Bonds  for  Estate  or  Inheritance  Taxes.— Referring 

256  to  T.  D.  2705  [^[257],  dated  April  23,  1918,  Department  Circular  No. 

257  132  [1|280],  dated  January  30,  1919,  and  T.  D.  2802  [1f279],  dated  March 
12,  1919,  as  to  the  receipt  of  Liberty  Bonds  forestateor  inheritance  taxes, 

in  the  case  cf  the  acquisition  of  bends  by  conversion  of  4 per  cent  bonds  of  the 
First  Liberty  Loan  Converted  or  of  the  Second  Liberty  Loan  previously 
owned,  purusant  to  the  extension  of  the  conversion  privilege  made  by  Treas- 
ury Department  Circular  No.  137,  dated  March  7,  1919,  as  supplemented 
June  10,  1919,  the  date  from  "which  the  bonds  issued  upon  such  conversion 
bear  interest  at  the  rate  of  4}^  per  cent  per  annum,  and  not  the  date  of  pres- 
entation of  the  4 per  cent  bonds  for  conversion,  will  be  deemed  the  date  of 
acquisition  for  the  purpose  of  reckoning  the  required  period  of  ownership. 
(T.  D.  2898,  signed  by  Commissioner  Daniel  C.  Roper,  and  dated  July  24, 
1919.) 
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TTlRABimV  DEPARTMENT 
l>.  B.  Internal  Hf.venue— Estate  Tax 
Form  701— Rovlsod  July,  1919 

To  bo  filed  in  duplicate  by 


District.... 
Date  filed. 


SIXTY-DAY  NOTICE— ESTATE  OF  RESIDENT 

executor  or  person  in  possession  of  property.  (Observe  instructions  on  reverse  side.) 


Name  of  decedent 

Date  of  death 

Place  of  death. 

Rosidonco 

Collector  op  Internal  Revenue. 


19. 


] . I , , pursuant  to  the  requirements  of  section  404  of  the  Revenue 

Act  of  1918,  approved  February  24,  1919,  hereby  give  notice  that: 

(Fill  in  (a)  or  (6)  as  facts  warrant.) 

(a)  I qualified  as  execut administrat ; — of  tho  estate  of  the  above-named  decedent  in  the 

Court  at .• .on  the day  of. 19 

( b ) I had  actual  ox  constructive  possession  of  property  or  an  interest  in  property  \vhich  constituted  a part  of  the  gross  estate  of  the 

above-named  decedent  on  date  of  death,  or  I came  into  possession  of  such  properly  on  the day  of , 

19 , which  has  not  passed  into  the  charge  of  an  executor  or  administrator.  The  description  and  approximate  value  of  such  property 

at  the  time  of  death  were  as  follows: 

Description.  Value. 


(Attach  schedule  if  more  space  is  required.) 

2.  To  the  best  of  my  knowledge  tho  value  of  the  gross  estate  of  the  decedent  exceeds  $50,000,  and  the  approximate  values  of  the 
various  classes  of  property  comprising  the  gross  estate  at  date  of  death  were  as  follows: 

Rea!  estate i $ 

Stocks  and  bonds 

Miscellaneous  personality 

Property  transferred  (see  Instructions  5 (c))  ... 

Property  owned  jointly 

Life  insurance  for  benefit  of  estate I i 

Other  life  insurance ... , 

( Estimated  values  will  be  accepted.)  Total 

That  the  names  and  addresses  of  the  legal  representatives  of  the  estate  and  their  attorneys  insofar  as  known  to  me  are: 

Name.  Address. 

Executors 

Administrators  r“-* * 


Attorneys.. 


I hereby  certify  that  I have  carefully  read  the  instructions  on  the  reverse  side  of  this  form  and  that  all  the  statements  made  herein 
ire  correct  to  the  best  of  my  knowledge  and  belief. 


Signature... . 
Designation. 
Address  .... 


(See  paragraph  2 of  instructions 


[For  the  reverse  of  this  form  see  page  69.] 
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[Reverse  of  form  704 — Estate  Tax. 


For  obverse  of  this  form  see  page  68.] 


INSTRUCTIONS 


1.  Estates  subject  to  notice. — -This  notice  must  be  filed  for  the  estates  of  all  resident  decedents,  the  gross  value  of 
which,  as  defined  by  the  law,  exceeds  $50,000. 

2.  Persons  required  to  file  notice. — Where  an  executor  or  administrator  has  been  appointed  by  court  decree,  he 
must  file  the  notice,  which  must  contain  a statement  of  all  the  property  constituting  the  gross  estate  of  the  decedent. 
Except  as  hereinafter  mentioned,  all  persons  having  possession  of  any  property  of  the  decedent  at  the  time  of  his 
death,  or  acquiring  possession  thereafter,  must  file  this  notice.  This  requirement  applies  to  agents,  bankers, 
beneficiaries,  brokers,  custodians,  debtors,  factors,  fiduciaries,  guardians,  joint  owners,  partners,  safe-deposit 
companies,  transferees,  trustees,  warehouse  companies,  and  all  other  persons  having  possession  of  property  consti- 
tuting part  of  the  gross  estate  of  the  decedent.  Such  persons  are  relieved  of  the  duty  of  filing  notice  only  where  the 
e'xecutor  or  administrator  has,  within  the  time  prescribed,  filed  a notice  including  the  property  in  the  possession 
of  such  persons.  In  case  of  doubt,  the  notice  should  be  filed. 

The  notice  may  be  executed  by  one  executor  or  administrator. 

3.  Time  for  filing  notice. — An  executor  or  administrator,  appointed  by  court  decree,  must  file  the  notice  within 
sixty  days  after  his  qualification.  Persons  having  possession  of  the  property  of  the  decedent,  when  required  to- 
file  notice,  must  file  the  same  within  sixty  days  after  receiving  information  of  the  decedent’s  death.  Where  pos- 
session of  the  property  was  obtained,  after  the  decedent’s  death,  the  notice  must  he  filed  within  3fxty  days  after 
taking  possession. 

4.  Place  of  filing. — This  notice  must  be  filed  with  the  Collector  of  Internal  Revenue  for  the  district  of  which 
the  decedent  was  a resident  at  time  of  death. 

5.  Gross  estate. — The  gross  estate  as  defined  by  section  402  of  the  Revenue  Act  of  1918,  approved  February  24, 
1919,  includes — 

(а)  Property  which  after  decedent’s  death  is  subject  to  payment  of  charges,  to  expenses  of  administration, 

and  to  distribution  as  a part  of  his  estate. 

(б)  Interest  of  surviving  spouse,  as  dower,  courtesy,  or  estate  in  lieu  thereof. 

(c)  Property  transferred  or  placed  in  trust  in  contemplation  of,  or  intended  to  take  effect  in  possession  or 

enjoyment  at  or  after  death. 

(d)  Property  held  jointly  or  as  tenants  in  the  entirety. 

(e)  Property  passing  under  a general  power  of  appointment  exercised  by  decedent. 

(/)  (1)  Insurance  payable  to  a decedent’s  estate,  his  personal  representatives,  or  to  any  person  for  the  benefit 
of  the  estate. 

(2)  Insurance  payable  to  beneficiaries,  in  excess  of  $40,000. 

C.  Lien. — The  tax  is  a lien  for  ten  years  upon  the  entire  gross  estate,  except  such  part  of  it  as  is  used  for  the 
payment  of  charges  against  the  estate  and  expenses  of  its  administration  allowed  by  any  court  having  jurisdiction. 

7.  Penalties. — The  penalty  for  knowingly  making  any  false  statement  in  this  notice  is  a fine  not  to  exceed  $5,000, 
Or  imprisonment,  or  both.  Penalty  for  failure  to  file  notice  as  required  is  a fine  not  to  exceed  $500,  and  cost  of  suit. 

8.  Delinquency. —In  the  event  of  failure  to  file  this  notice  within  the  sixty  days  prescribed  by  law,  a detailed 

explanation  under  oath  should  accompany  notice  when  filed.  ?— 
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TREASURY  DEPARTMENT 
•V.’ S.  Internal  Revenue— Estate  Tat 
Form  705— Revised  July,  19IU 

SIXTY-DAY  NOTICE  ESTATE  OF  NONRESIDENT 


To  be  filed  in  duplicate  by  executor  or  person  in  possession  of  property.  (Observe  instructions  on  reverse  side.) 


Nftmo  of  decedent. 

Dato  of  (loath 

Place  of  dcatli 

Rcsulcnco 


Commissioner  of  Internal  Revenue, 

Estate  Tax  Division,  Treasury  Department, 
Washington,  D.  C. 


19—., 


1,  I, I , pursuant  to  the  requirements  ot  section  401  of  tlxo  Revenue 

Act  of  1913,  approved  February  24,  1919,  hereby  give  notice  that  I had  actual  or  constructive  possession  of  property  or  an  interest  in 
property  which  constituted  a part  of  the  gross  estate  situated  in  the  United  States  of  the  above-named  decedent  on  date  of  death,  or  I 

came  into  possession  of  ouch  property  on  the  day  of , 19 The  description  and 

approximate  valuo  of  such  property  at  the  time  of  death  were  as  follow's: 

Description.  Value. 

- - $ 


(Attach  schedule  if  more  spaco  Is  required.) 

I also  have  information  that  property  or  an  interest  in  property  situated  in  the  United  States  belonging  to  said  decedent  was  in 
the  possession  of  others,  as  shown  below: 

Name  of  possessor.  Address.  Description  of  properly. 


2.  To  the  best  of  my  knowledge  the  value  of  the  gross  estate  of  the  decedent  situated  in  the  United  States  is  $ 

tmd.  the  approximate  values  of  the  various  classes  of  property  comprising  such  gross  estate  at  date  of  death  were  as  follows: 

Real  estate : $.... 

Stocks  and  bonds : ’. ....'. .... . 

Miscellaneous  personalty . 

Property  transferred  (see  Instructions  4 (c))' 

Property  owned  jointly . .. : 

Life  insurance  for  benefit  of  estate .• .• ; 

Other  life  insurance , .'. •, 

(Estimated  values  will  be  accepted.) 


Total 

That  the  names  and  addresses  of  the  legal  representatives  of  the  estate  and  their  attorneys  insofar  as  known  to  me  are: 

Name.  Address. 

States l 

United  States 


....  fin  United  St 
' ii tor  or  Administrator  \ 

(Outside  Unit 


Attorneys 


In  United  States 

Outside  United  States. 


I HFRE3Y  certify  that  I have  carefully  read  the  instructions  on  the  reverse  side  of  this  form  and  that  all  the  statements  made 
herein  are  correct  to  the  best  of  my  knowledgo  and  belief. 


Signature. 


Designate 


Add  re 


(Sue  puragr- , - i oi  irutructiuus  on  buck.) 


[For  the  reverse  of  this  form  see  page  71.] 
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[Reverse  of  Form  705. — EstateTax.  For  obverse  of  this  form  see  page  70.] 


INSTRUCTIONS 


1.  Estates  subject  to  notice. — This  notice  must  be  filed  for  the  estates  of  all  nonresident  decedents  naving  any 
gross  estate,  as  defined  by  the  law,  consisting  of  property  situated  in  the  United  States,  which  includes  thejStates, 
the  Territories  of  Alaska  and  Hawaii,  and  the  District  of  Columbia. 

2.  Persons  required  to  file  notice  and  time  of filing. — This  notice  must  be  filed  by  all  persons  having  possession  of  any 
property,  situated  within  the  United  States,  which  forms  part  of  the  gross  estate  of  a nonresident  decedent.  The 
notice  must  be  filed  within  sixty  days  after  receiving  information  of  the  decedent’s  death,  or,  where  possession  is 
acquired  after  such  death,  within  sixty  days  after  taking  possession.  This  requirement  applies  to  agents,  bankers, 
beneficiaries,  brokers,  custodians,  debtors,  factors,  fiduciaries,  guardians,  joint  owners,  partners,  safe-deposit  com- 
panies, transferees,  warehouse  companies*  and  all  other  persons  having  possession  of  property'  constituting  part  of 
the  gross  estate  <of  the  decedent. 

3.  Place  of  filing. — This  notice  must  be  filed  with  the  Commissioner  of  Internal  Revenue,  Washington,  D.  C. 

4.  Gross  estate. — The  gross  estate,  as  defined  by  section  402  of  theRevenue  Act  of  1918,  approved  February  24, 
1919,  includes: 

(а)  Property  which  after  decedent's  death  is  subject  to  payment  of  charges,  to  expenses  of  administration, 

and  to  distribution  as  a, part  of  his  estate. 

(б)  Interest  of  surviving  spouse,  as  dower,  courtesy,  or  estate  in  lieu  thereof. 

(c)  Property  transferred  or  placed  in  trust  in  contemplation  cf  death  or  to  take  effect  in  possession  or  enjoy. 

ment  at  or  after  death. 

(d)  Property  held  jointly  or  as  tenants  in  the  entirety. 

(e)  Property  passing  under  a general  power  of  appointment. 

(/)  (1)  Insurance  payable  to  a decedent’s  estate,  his  personal  representatives,  or  to  any  person  for  the 
| benefit  of  the  estate. 

(2)  Insurance  payable  to  beneficiaries  in  excess  of  $40,000. 

5.  Property  situated  in  the  United  States. — The  notice  is  required  only  with  reference  to  property  situated  in  the 
United  States.  This  includes  all  property,  whether  real  or  personal,  which  is  actually  situated  in  this  country, . 
including  bonds*  money  on  deposit  in  domestic  banks*  and  debts  due  by  domestic  creditors.  It  also  includes  stock 
in  domestic  corporations,  wherever  the  certificates  may’be  kept,  and  life  insurance  payable  by  domestic  insurance 
companies. 

6.  Inability  for  tax. — Any  person  in  possession  of  property  which  constitutes  a part  of  the  estate  of  a nonresident 
decedent  may  be  held  personally  liable  for  the  payment  of  the  estate  tax  in  the  event  that  the  property  is  removed 
from  the  jurisdiction  of  the  United  States  before  the  tax  has  been  satisfied,  or  provision  made  for  its  payment. 

7.  Lien. — The  tax  is  a lien  for  ten  years  upon  the  entire  gross  estate,  except  such  part  of  it  as  is  used  for  the 
payment  of  charges  against  the  estate  and  expenses  of  its  administration  allowed  by  any  court  having  jurisdiction. 

8.  Penalties.— The  penalty  for  knowingly  making  any  false  statement  in  this  notice  is  a fine  not  ttf  exceed  $5,000, 
or  imprisonment,  or  both.  Penalty  for  failure  to  file  notice  as  required  is  a fine  not  to  exceed  $500,  and  cost  of  suit. 

9.  Delinquency. — In  the  event  of  failure  to  file  this  notice  within  the  sixty  days  prescribed  by  law,  a detailed. 

. explanation  under  oath  should  accompany  the  notice  when  filed.  a— 892« 
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TREA8URY  DEPARTMENT 
U.  S.  Internal  Revenue— Estate  Tax 
Form  714— Revised  July,  1010 

SIXTY-DAY  NOTICE  FOR  TRANSFER  AGENTS— ESTATE  OF  NONRESIDENT 


This  notice  must  be  filed  in  duplicate.  (Observe  instructions  on  reverse  side.) 


Narno  or  decedent 

Da  to  of  death 

Place  of  death  if  known . 
Residence 


: , 19 — . 

Commissioner  of  Internal  Revenue, 

Estate,  Tax  Division,  Treasury  Department, 

Washington,  D.  C. 

The  undersigned,  pursuant  to  the  requirements  of  section  404  of  the  Revenue  Act  of  191S,  approved  February  24, 1919,  hereby  gives 

notice  that  on  the  day  of ~ 19 , a communication  was  received  from 

, acting  in  the  capacity  of 


address  is , directing  the  transfer  to 

whose  address  is i:<' B 


the  stocks  ot  bonds  listed 

below  of  the  Company,  a corporation- organized  in  the 

United  States,  owned  by  the  above-named  decedent  at  time  of  death  and  entered  on  the  books  of  such  company  in  themmeof 

. whose  address  is , .... 


( A ttach  schedule  If  more  space  is  required.) 

The  names  and  addresses  of  the  lesa!  representatives  of  the  decedent’s  estate,  insofar  a3  known  or  shown  by  the  records  of  this 
company,  are: 


Executor  or  fIn  United  Statc3  - ; 

administratorj Outside  United  States  

fin  United  States 

Attorneys!  _ 

I Outside  United  States . I 

The  undersigned  has  information  that  property  owned  by  the  decedent  at  the  time  of  death  was  in  the  possession  of  others  as  shown 
below: 

Address. 


Name  of  possessor. 


Description. 


I hereby  certify  that  I have  carefully  read  the  instructions  on  the  reverse  side  of  this  form  and  that  all  statements  made  herein 
are  correct  to  the  best  of  my  knowledge  and  belief. 


Signature 

Designation .. 
Address 


[For  the  reverse  of  this  form  see  page  73,] 
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[Reverse  of  Form  714. — Estate  Tax.  For  obverse  of  this  Form  see  page  72.] 


INSTRUCTIONS 


1.  By  whom  notice  must  be  filed. — Tins  notice  must  be.  filed  by  each  company,  transfer 
agent,  or  registrar  requested  to  make  transfer  of  stocks  or  bonds  issued  by  a corporation 
organized  in  the  United  States  belonging  at  time  of  death  to  any  person  who  died  outside 
the  United  States  since  September  8,  1916.  The  term  “ United  States”  means  the 
States,  the  Territories  of  Alaska  and  Hawaii,  and  the  District  of  Columbia. 

2.  Time  of  filing  — This  notice  must  be  filed  by  the  company,  transfer . agent,  or 
registrar  within  60  days  after  receipt  of  request  for  the  transfer  of  securities  belonging  to 
any  person  dying  outside  the  United  States  or  within  60  days  of  receipt  of  information 
of  the  death  of  such  person. 

3.  Place  of  filing. — This  notice  must  be  filed  with  the  Commissioner  of  Internal 
Revenue  at  Washington,  D.  C. 

4.  Supplemental  data. — Copy  of  will,  inventory,  or  other  documents  received  with 
the  order  for  transfer  will  assist  the  Bureau  of  Internal  Revenue  if  submitted  with  this 
notice.  Transfer  of  stock  should  not  be  made  unless  notice  has  been  filed  with  the  Com- 
missioner of  Internal  Revenue  and  permission  to  make  such  transfer  has  been  granted. 
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(T.  D.  2904.) 

305  Receipt  of  4%  per  cent  Victory  Notes  for  estate  or  inheritance  taxes. 

256  Referring  to  the  Treasury  Department  Circular  No.  151,  dated 

257  June  24,  1919,  as  to  the  receipt  of  4%  per  cent  Victory  Notes  for 
estate  or  inheritance  taxes,  the  date  of  original  subscription,  or  the  date 

of  the  notes,  whichever  date  shall  be  later  in  time,  shall  be. deemed  the  date 
of  acquisition  in  cases  where  the  notes  are  acquired  by  original  subscription, 
provided  that  payment  in  full  on  the  subscription  be  completed  and  the  notes 
delivered  thereon.  (T.  D.  2904,  signed  by  Commissioner  Daniel  C.  Roper, 
and  dated  July  31,  1919.) 


(T.  D.  2905.) 

306  Receipt  of  4 % per  cent  Victory  Notes  for  estate  or  inheritance  taxes. — 

279  The  appended  Department  Circular  No.  151,  issued  under  date  of 

280  June  24,  1919,  with  reference  to  the  receipt  of  4%  per  cent  Victory 

305  Notes  in  payment  of  estate  or  inheritance  taxes,  and  supplementing 
Department  Circular  No.  132  [1[280],  dated  January  30,  1919  (T.  D. 

2802),  as  to  receipt  of  Liberty  bonds  for  estate  or  inheritance  taxes,  is  pub- 
lished for  the  information  of  internal  revenue  officers  and  others  concerned. 
This  Decision  is  supplementary  to  Art.  91  of  Regulations  No.  37  (Revised, 
1919).  (T.  D.  2905,  signed  by  Commissioner  Daniel  C.  Roper,  and  dated 

July  31,  1919.) 

Department  Circular  No.  151* 

Receipt  of  4^<J percent  Victory  Notes  for  Estate  or  Inheritance  Taxes. 

307  1.  Any  of  the  Victory  Liberty  Loan  4 24  Per  Cent  Convertible  Gold 

280  Notes  of  1922-1923,  hereinafter  called  4^  per  cent  Victory  notes, 

306  which  have  been  owned  by  any  person  continuously  for  at  least  six 
months  prior  to  the  date  of  his  death,  and  which  upon  such  date  con- 
stitute part  of  his  estate,  shall  be  receivable  by  the  United  States  at  par  and 
accrued  interest  in  payment  of  any  estate  or  inheritance  taxes  imposed  by  the 
United  States,  under  or  by  virtue  of  any  present  or  future  law,  upon  such  es- 
tate or  the  inheritance  thereof,  in  accordance  with  the  rules  and  regulations 
prescribed  by  the  Secretary  of  the  Treasury  herein  and  in  Treasury  Depart- 
ment Circular  No.  132  [^280],  dated  January  30,  1919,  the  provisions  of 
which  circular  are  hereby  extended,  subject  to  the  provisions  hereof,  to  such 
4^  per  cent  Victory  notes.  (The  4^  per  cent  Victory  notes  are,  of  course, 
not  yet  receivable  in  payment  of  such  taxes.  The  3j^  per  cent  Victory  notes 
are  not,  under  existing  law,  receivable  in  payment  of  such  taxes.) 

308  2.  The  word  “bond”  or  “bonds”,  where  it  appears  in  said  circular, 
shall  be  deemed,  subject  to  the  provisions  hereof,  to  include  4%  per 

cent  Victory  notes;  provided,  however,  that  the  accrued  interest  to  the  date  of 
receipt  for  taxes  will  be  determined  in  the  case  of  both  coupon  and  registered 
4%  per  cent  Victory  notes  in  the  manner  prescribed  by  the  interest  table 
hereto  attached  (Form  L & C 226)  and  not  in  the  manner  prescribed  by  the 
interest  Table  (b)  attached  to  said  circular.  Internal  Revenue  Forms  760, 


^Supplementing  Department  Circular  No.  132  [1[280],  dated  January  30, 
1919,  as  to  receipt  of  Liberty  bonds  for  estate  or  inheritance  taxes. 
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761,  and  762,  Form  L & C 122,  and  telegraph  Form  (e)  attached  to  said 
circular  shall  be  used  in  connection  with  4%  per  cent  Victory  notes,  the 
word  notes  being  substituted  for  the  word  bonds  wherever  it  appears. 

309  3.  The  transfer  books  for  registered  4%  per  cent  Victory  notes  will 
be  closed  from  the  close  of  business  May  15  to  the  opening  of  business 

June  16,  and  from  the  close  of  business  November  15  to  the  opening  of  busi- 
ness December  16,  in  each  of  the  years  1920,  1921,  1922,  and  from  the  close  of 
business  on  April  20,  1923.  The  registered  notes  have  coupons  attached 
thereto  for  interest  payable  December  15,  1919,  and  the  transfer  books  will 
therefore  not  be  closed  during  the  year  1919.  The  coupons  maturing  Dec- 
ember 15,  1919,  must  be  attached  to  registered  notes  received  in  payment  of 
taxes  before  December  15,  1919. 

310  4.  The  Secretary  of  the  Treasury  may  amend  or  withdraw  the 
foregoing  rules  and  regulations  in  whole  or  in  part  at  any  time. 

(Department  Circular  No.  151,  signed  by  Secretary  of  the  Treasury  Carter 
Glass,  and  dated  June  24,  1919.) 

3 1 1 VICTORY  LIBERTY  LOAN  Form  L.  & C.  226. 

278  Interest  Table  for  4%%  Per  Cent  Victory  Notes  Received  for  Estate 
307  or  Inheritance  Taxes. 

(Prepared  by  Government  actuary) 

Note. — Interest  on  Victory  notes  is  computed  on  actual  day’s  basis 
within  the  interest  period.  For  any  given  computation,  the  appropriate 
column  to  be  used  may  be  determined  from  the  following. 

Number  of  Days  in  Each  Half  Year 

Half  year  ending  the  15th  day  of 

Regular  years  Days  Leap  years  Days 

June 182  June 183 

December 183  December 183 


Interest  on  $ 100  at  per  cent  per  annum , payable  semi-annually 

(2%  per  cent  per  half  year). 


Days 

Half  year  of 
182  days 

Half  year  of 
183  days 

Days 

Half  year  of 
182  days 

Half  year  of 
183  days 

1 

$0.0130495 

$0.0129781 

16 

$0.2087912 

$0.2076503  * 

2 

.0260989 

.0259563 

17 

.2218407 

.2206284 

3 

.0391484 

.0389344 

18 

.2348901 

.2336066 

4 

.0521978 

.0519126 

19 

.2479396 

.2465847 

5 

.0652473 

.0648907 

20 

.2609890 

.2595628 

6 

.0782967 

.0778689 

i 

21 

.2740385 

.2725410 

7 

.0913462 

.0908470 

22 

.2870879 

.2855191 

8 

.1043956 

.1038251 

23 

3.001374 

.2984973 

9 

.1174451 

.1168033 

24 

.3131868 

.3114754 

10 

.1304945 

.1297814 

25 

.3262363 

.3244536 

11 

.1435440 

.1427596 

26 

.3392857 

.3374317 

12 

.1565934 

.1557377 

27 

.3523352 

.3504098 

13 

.1696429 

.1687158 

28 

.3653846 

.3633880 

14 

.1826923 

.1816940 

29 

.3784341 

.3763661 

15 

.1957418 

.1946721 

30 

.3914835 

.3893443 
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31 

32 

33 

34 

35 

36 

37 

38 

39 

40 

41 

42 

43 

44 

45 

46 

47 

48 

49 

50 

51 

52 

53 

54 

55 

56 

57 

58 

59 

60 

61 

62 

63 

64 

65 

66 

67 

68 

69 

70 

71 

72 

73 

74 

75 

76 

77 

78 

79 

80 

81 

82 

83 

84 

85 


ESTATE  TAX  REGULATIONS. 


$0.4045330 

$0.4023224 

.4175824 

.4153005 

.4306319 

.4282787 

.4436813 

.4412568 

.4567308 

.4542350 

.4697802 

.4672131 

.4828297 

.4801913 

.4958791 

.4931694 

.5089288 

.5061475 

.5219780 

.5191257 

.5350275 

.5321038 

.5480769 

.5450820 

.5611264 

.5580601 

.5741758 

.5710382 

.5872253 

.5840164 

.6002747 

.5969945 

.6133242 

.6099727 

.6263736 

.6229508 

.6394231 

.6359290 

.6524725 

.6489071 

.6655220 

.6618852 

.6785714 

.6748634 

.6916209 

.6878415 

.7046703 

.7008197 

.7177198 

.7137978 

.7307692 

.7267760 

.7438187 

.7397541 

.7568681 

.7527322 

.7699176 

.7657104 

.7829670 

.7786885 

.7960165 

.7916667 

.8090659 

.8046448 

.8221154 

.8176230 

.8351648 

.8306011 

.8482143 

.8435792 

.8612637 

.8565574 

.8743132 

.9695355 

.8873626 

.8825137 

.9004121 

.8954918 

.9134615 

.9084699 

.9265110 

.9214481 

.9395604 

.9344262 

.9526099 

.9474044 

.9656593 

.9603825 

.9787088 

.9733607 

.9917582 

.9863388 

1.0048077 

.9993169 

1.0178571 

1.0122951 

1.0309066 

1.0252732 

1.0439560 

1.0382514 

1.0570055 

1.0512295 

1.0700549 

1.0642077 

1.0831044 

1.0771858 

1.0961538 

1.0901639 

1.1092033 

1.1031421 

WAR 

86 

$1.1222527 

87 

1.1353022 

88 

1.1483516 

89 

1.1614011 

90 

1.1744505 

91 

i 1.1875000 

92 

j 1.2005495 

93 

1.2135989 

94 

1.2266484 

95 

1.2396978 

96 

1.2527473 

97 

1.2657967 

98 

1.2788462 

99 

1.2918956 

100 

1.3049451 

101 

1.3179945 

102 

1.3310440 

103 

1.3440934 

104 

1.3571429 

105 

1.3701923 

106 

1.3832418 

107 

1.3962912 

108 

1.4093407 

109 

1.4223901 

110 

1.4354396 

111 

1.4484890 

112 

1.4615385 

113 

1.4745879 

114 

1.4876374 

115 

1.5006868 

116 

1.5137363 

117 

1.5267857 

118 

1.5398352 

119 

1.5528846 

120 

1.5659341 

121 

1.5789835 

122 

1.5920330 

123 

1.6050824 

124 

1.6181319 

125 

1.6311813 

126 

1.6442308 

127 

1.6572802 

128 

1.6703297 

129 

1.6833791 

130 

1.6964286 

131 

1.7094780 

132 

1.7225275 

133 

1.7355769 

134 

1.7486264 

135 

1.7616758 

136 

1.7747253 

137 

1.7877747 

138 

1.8008242 

139 

1.8138736 

140 

1.8269231 

76  TAX 


$1.1161202 

1.1290984 

1.1420765 

1.1550546 

1.1680328 

1.1810109 

1.1939891 

1.2069672 

1.2199454 

1.2329235 

1.2459016 

1.2588798 

1.2718579 

1.2848361 

1.2978142 

f-v 

1.3107923 

1.3237705 

1.3367486 

1.3497268 

1.3627049 

1.3756831 

1.3886612 

1.4016393 

1.4146175 

1.4275956 

r • 

1.4405738 

1.4535519 

1.4665301 

1.4795082 

1.4924863 

1.5054645 

1.5184426 

1.5314208 

1.5443989 

1.5573770 

1.5703552 

1.5833333 

1.5963115 

1.6092896 

1.6222678 

1.6352459 

1.6482240 

1.6612022 

1.6741803 

1.6871585 

1.7001366 

1.7131147 

1.7260929 

1.7390710 

1.7520492 

1.7650273 

1.7780055 

1.7909836 

1.8039617 

1.8169399 
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141 

$1.8399725 

$1.8299180 

142 

1.8530220 

1.8428962 

143 

1.8660714 

1.8558743 

144 

1.8791209 

1.8688525 

145 

1.8921703 

1.8818306 

146 

1.9052198 

1.8948087 

147 

1.9182692 

1.9077869 

148 

1.9313187 

1.9207650 

149 

1.9443681 

1.9337432 

150 

1.9574176 

1.9467213 

151 

1.9704670 

1.9596995 

152 

1.9835165 

1.9726776 

153 

1.9965659 

1.9856557 

154 

2.0096154 

1.9986339 

155 

2.0226648 

2.0116120 

156 

2.0357143 

2.0245902 

157 

2.0487637 

2.0375683 

158 

2.0618132 

2.0505464 

159 

2.0748626 

2.0635246 

160 

2.0879121 

2.0765027 

161 

2.1009615 

2.0894809 

162 

2.1140110 

2.1024590 

163 

$2.1270604 

$2.1154372 

164 

2.1401099 

2.1284153 

165 

2.1531593 

2.1413934 

166 

2.1662088 

2.1543716 

167 

2.1792582 

2.1673497 

168 

2.1923077 

2.1803279 

169 

2.2053571 

2.1933060 

170 

2.2184066 

2.2062842 

171 

2.2314560 

2.2192623 

172 

2.2445055 

2.2322404 

173 

2.2575549 

2.2452186 

174 

2.2706044 

2.2581967 

175 

2.2836538 

2.2711749 

176 

2.2967033 

2.2841530 

177 

2.3097527 

2.2971311 

178 

2.3228022 

2.3101093 

179 

2.3358516 

2.3230874 

180 

2.3489011 

2.3360656 

181 

2.3619505 

2.3490437 

182 

2.3750000 

2.3620219 

183 

2.3750000 

EXAMPLE. 

312  $10,000  4%  per  cent  Victory  note  tendered  in  payment  of  estate 

taxes,  January  5,  1920. 

Interest  payment  dates  on  Victory  notes  are  shown  on  the  face  thereoLto 
be  June  15  and  December  15  in  each  year,  and  at  maturity. 

Current  half-year  interest  period  therefore  ends  June  15,  1920. 

The  year  1920  being  a leap  year,  find  “June”  in  the  list  at  head  of  table  under 
“Leap  year.”  This  list  shows  that  the  half  year  ending  June  15,  in  a leap 
year,  has  183  days  [H311]. 

Compute  number  of  days  since  the  beginning  of  such  half  year  that  have 
expired  to  date  of  tender  of  note,  thus: 


1919.  Days 

December  15  to  December  31 16 

1920. 

January 5 


Total 21 


Enter  table  headed  “Half  year  of  183  days”  (second  column)  and  seek  in 
that  column  the  amount  of  interest  on  $100  for  21  days.  This  will  be  found 
opposite  the  figure  “21”  (days)  in  second  column,  and  proves  to  be  $0.2725410. 

$100  is  1/100  of  $10,000  (found  by  division),  and  the  amount  of  interest 
accrued  on  a $10,000  note  is  therefore  100  times  the  amount  shown  on  the 
table,  or  $27.25410. 

# The  figures  more  than  two  places  to  the  right  of  the  decimal  point  are  frac- 
tions of  a cent  (in  this  example,  410).  Fractions  more  than  one-half  a cent 
will  be  taken  as  1 cent  and  added  to  the  total;  when  less  than  one-half  a cent 
they  will  be  disregarded.  In  this  case  0.410  of  a cent  is  less  than  one-half  a 
cent,  consequently  the  fraction  will  be  disregarded,  making  the  final  figure  of 
accrued  interest  sought  $27.25.  The  note  is  worth  for  estate  taxes  $10,027.25. 
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When  more  than  one  note  is  tendered  in  payment  of  estate  taxes  each  note 
will  be  computed  separately,  by  the  use  of  its  proper  table,  and  the  result 
stated  with  the  full  resulting  number  of  decimal  places.  These  sums  will  then 
be  added  together,  and  the  adjustment  of  fractions  of  a cent  applied  to  the 
total,  thus:  Supposing,  instead  of  one  note  of  the  par  value  of  $10,000,  three 

such  notes  were  tendered,  the  result  would  be — 


First  note $27.25410 

Second  note 27.25410 

Third  note 27.25410  V 


Total 81.76230 


In  this  case  the  fraction  of  a cent  (0.230)  is  less  than  one-half  a cent,  con- 
sequently the  accrued  interest  is  $81.76,  and  the  notes  are  worth  for  estate 
taxes  $30,081.76. 
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3 1 3 Article  1.  Neither  a property  nor  a legacy  tax. — The  Federal  estate 

1 tax  is  imposed  upon  the  transfer  of  the  net  estate,  determined  in  the 

4 manner  prescribed,  of  every  person  dying  after  September  8,  1916. 

The  tax  is  not  laid  upon  the  property,  but  upon  its  transfer  from  the 
decedent  to  others.  The  subject  of  tax  is  the  transfer  of  the  entire  net  es- 
tate, not  any  particular  legacy,  devise,  or  distributive  share.  It  is  not  an 
individual  inheritance  tax.  The  value  of  the  separate  interests  and  the 
relationship  of  the  beneficiary  to  the  decedent  have  no  bearing  upon  the 
question  of  liability  or  the  extent  thereof.  The  transfer  of  property  is 
taxable,  although  it  escheats  to  the  State  for  lack  of  heirs. 


314  Art.  2.  Nature  of  transfer. — The  statute  embraces  transfers  by  will 
or  under  the  intestate  laws,  and  also  transfers  made  by  the  decedent 

in  his  lifetime,  when  made  in  contemplation  of  death  or  intended  to  take 
effect  in  possession  or  enjoyment  at  or  after  his  death.  The  statute  also 
enumerates  certain  special  cases  not  strictly  of  either  character  just  de- 
scribed. The  practical  test  of  the  existence  of  a taxable  transfer  is  whether 
the  statute  directs  that  the  property  in  question  be  included  in  the  gross 
estate. 

315  Art.  3.  The  various  statutes.— The  estate  tax  was  first  imposed  by 

1 the  Act  of  September  8,  1916.  This  law  was  amended  by  the  Act 

of  March  3,  1917  (Title  III),  and  the  Act  of  October  3,  1917  (Title 
IX).  These  two  statutes  increased  the  rate  of  tax.  The  Revenue  Act  of 
1918  (Title  IV),  which  became  effective  on  February  25,  1919,  supplants 
all  prior  acts  as  to  the  estates  of  decedents  dying  on  or  after  that  date,  but 
continues  many  of  the  provisions  of  the  earlier  acts  with  reference  to  the 
estates  of  decedents  dying  before  that  date.  The  Revenue  Act  of  1918 
makes  extensive  changes  in  the  former  acts,  both  as  to  the  rate  of  tax  and 
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otherwise.  It  is  herein  referred  to  as  “the  statute.”  References  to  other 
statutes  are  specific. 

ESTATES  SUBJECT  TO  TAX 

316  Art.  4.  Description  of  taxable  estates. — The  tax  is  imposed  in  the 
case  of  the  estate  of  “every  decedent,”  although,  by  reason  of  an 

exemption,  the  net  estate  of  a resident  decedent,  in  order  to  be  taxable, 
must  exceed  $50,000.  (See  Sec.  403  (a)  4 [If  19]).  The  estate  of  a non- 
resident decedent,  however,  is  taxable  if  any  part  of  it  is  situated  in  the 
United  States.  The  statute  takes  no  account  of  the  citizenship  of  the 
decedent,  but  prescribes  different  rules  according  to  whether  the  decedent 
was  a “resident”  or  a “nonresident”  of  the  United  States.  A person  re- 
siding in  Italy  is  a “nonresident,”  for  the  purpose  of  the  tax,  although  a 
citizen  of  the  United  States;  a person  residing  in  the  United  States  is  a 
“resident,”  although  a citizen  of  Italy.  A “resident”  is  one  who  at  the 
time  of  his  death  resided  in  the  States,  the  Territories  of  Alaska  or  Hawaii, 
or  the  District  of  Columbia.  All  other  persons  are  “nonresidents.”  Per- 
sons residing  in  Porto  Rico  or  the  Philippine  Islands  are  “nonresidents.” 

317  Art.  5.  Definition  of  ‘‘resident. ” — A person  is  a “resident”  of  the 
United  States,  for  the  purposes  of  this  tax,  only  in  case  he  had  a 

domicile  therein  at  the  time  of  his  death.  A person  acquires  a domicile 
in  a place  by  living  there,  for  even  a brief  period  of  time,  with  no  definite 
present  intention  of  later  removing  therefrom.  Residence  without  the 
requisite  intention  to  remain  will  not  suffice  to  constitute  domicile,  nor 
will  intention  to  change  domicile  effect  such  a change  unless  accompanied 
by  actual  removal.  A decedent  who  died  while  abroad  will  be  presumed 
to  be  a nonresident,  and  the  burden  of  proving  the  contrary  rests  upon  the 
executor. 

DETERMINATION  OF  TAX  LIABILITY 

318  Art.  6.  Manner  of  determining  liability. — The  first  step  in  the 
determination  of  tax  liability  is  to  ascertain  the  value  of  the  de- 
cedent’s gross  estate  in  the  manner  prescribed  by  law.  (See  Arts.  12  to  36.) 
The  second  step  is  to  deduct  from  this  value  certain  amounts  specified  by 
law  in  order  to  arrive  at  the  value  of  the  net  estate.  (See  Arts.  37  to  64.) 
The  third  step  is  to  obtain  the  sum  of  certain  percentages  of  the  value  of 
successive  portions  of  the  net  estate,  as  provided  by  the  applicable  taxing 
act.  (See  Arts.  7,  8.) 

319  Art.  7.  Rates  of  tax. — The  amount  of  tax  is  obtained  by  finding 
the  sum  of  certain  percentages  of  the  value  of  the  net  estate  accord- 
ing to  the  provisions  of  the  applicable  taxing  act. 

319a  There  are  four  rates  of  tax  imposed,  respectively,  by  the  Revenue 
Act  of  1916,  the  amendment  thereto  of  March  3,  1917,  the  Revenue 
Act  of  1917,  and  the  Revenue  Act  of  1918.  In  the  case  of  each  act  the  rates 
contained  therein  are  applicable  to  the  estates  of  decedents  who  died  on  or 
after  the  effective  date  of  the  act  and  prior  to  the  effective  date  of  the  next 
succeeding  act.  A table  of  the  four  sets  of  rates  is  given  below: 
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Rates  of  estate  tax. 


Blocks  of  net  estate. 

1 

Act  of 
1916 

(effective 
Sebt.  9, 
1916). 

2 

Amend- 
ment of 
Mar.  3, 
1917 

(effective 
Mar.  3, 
1917). 

3 

Act  of 
1917 

(effective 
Oct.  4, 
1917). 

4 

Act  of 
1918 

(effective 
Feb. 25, 
1919). 

Exceeding 

Not  exceed- 
ing 

Amount  of 
block. 

$50,000 

l 

$50,000 

Per  cent. 

1 

Per  cent. 

VA 

I Per  cent. 
! 2 

Per  cent. 

1 

$50,000 

150,000 

100,000 

2 

3 

4 

2 

150,000 

250,000 

100,000 

3 

4 H 

6 

3 

250,000 

4 50,000 

200,000 

4 

6 

8 

4 

450,000 

750,000 

300,000 

5 

7 A 

10 

6 

750,000 

1,000,000 

250,000 

5 

7A  - 

10 

8 

1,000,000 

1,500,000 

500,000 

6 

9 

12 

10 

1,500,000 

2,000,000 

500,000 

6 

9 

12 

12 

2,000,000 

3,000,000 

1,000,000 

7 

10^ 

14 

14 

3,000,000 

4,000,000 

1,000,000 

8 

12 

16 

16 

4,000,000 

5,000,000 

1,000,000 

9 

ISA 

18 

18 

5,000,000 

6,000,000 

1,000,000 

10 

15 

20 

20 

6,000,000 

7,000,000 

1,000,000 

10 

15 

20 

20 

7,000,000 

8,000,000 

1,000,00Q 

10 

15 

20 

20 

8,000,000 

9,000,000 

1,000,000 

10 

15 

22 

22 

9,000,000 

10,000,000 

1,000,000 

10 

15 

22 

22 

10,000,000 

10 

15 

25 

25 

319b  The  rates  given  by  the  different  acts,  as  set  forth  above,  apply  to 
the  estates  of  decedents  dying  within  the  following  dates: 

Column  1,  Revenue  Act  of  1916,  effective  Sept.  9,  1916,  to  Mar.  2,  1917,  inclusive. 

Column  2,  amendment  of  Mar.  3,  1917,  effective  Mar.  3,  1917,  to  Oct.  3,  1917,  inclusive. 
Column  3,  Revenue  Act  of  1917,  effective  Oct.  4,  1917,  to  Feb.  24,  1919,  inclusive. 

Column  4,  Revenue  Act  of  1918,  effective  on  and  after  Feb.  25,  1919. 


320  Art.  8. — Computation  of  tax. — For  the  purpose  of  computing  the 
tax,  the  net  estate  is  divisible  into  blocks,  each  block  being  taxed  at 
a different  and  increasing  rate.  The  preceding  table  gives  the  amount  of 
the  various  blocks  and  the  applicable  rate  of  tax  under  each  of  the  taxing 
acts.  For  example,  the  tax  upon  the  net  estate  of  $1,240,000  of  a decedent 
dying  on  or  after  February  25,  1919,  would  be  computed  as  follows: 

Amount  of  first  block $50,000  at  1 per  cent  $500 

Amount  of  second  block 100,000  at  2 per  cent  2,000 

Amount  of  third  block.  100,000  at  3 per  cent  3,000 

Amount  of  fourth  block , 200,000  at  4 per  cent  8,000 

Amount  of  fifth  block 300,000  at  6 per  cent  18,000 

Amount  of  sixth  block 250,000  at  8 per  cent  20,000 

Remainder. 240,000  at  10  per  cent  24,000 

Total  net  estate 1,240,000  Total  tax.  . . .75,500 


320a  There  is  subjoined  a table  for  ascertaining  the  tax  without  the 
detailed  computation  given  above.  An  illustration  of  its  use  is  as 
follows:  The  net  estate  of  a decendent  dying  on  or  after  February  25, 
1919,  amounts  to  $1,240,000.  By  reference  to  the  table  it  will  be  seen  that 
the  last  complete  block  prior  to  this  amount  is  $1,000,000,  and  that  the 
total  on  a million  dollars  under  the  rates  in  force  amounts  to  $51,500. 
Upon  the  remainder  of  the  estate,  $240,000,  the  tax  is  computed  at  the  rate 
contained  in  the  following  line,  or  at  10  per  cent.  The  tax  on  this  amount 
is  consequently  $24,000.  The  following  result  is  thus  obtained: 

Total  tax  on $1,000,000  $51,500 

Tax  on 240,000  24,000 

Total 1,240,000  75,500 
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MILITARY  EXEMPTION. 

322  Art.  9.  Exempt  estates. — The  estates  of  persons  dying  while  actu- 
ally serving  in  the  military  or  naval  forces  of  the  United  States  in 

the  present  war  with  Germany  are  exempt  from  tax.  The  date  of  the 
termination  of  the  war,  for  the  purpose  of  this  tax,  is  that  fixed  by  proclam- 
ation of  the  President.  An  estate  is  also  exempt  if  a person  so  serving  dies 
after  leaving  the  service,  provided  his  death  is  directly  traceable  to  injuries 
received,  or  disease  contracted,  while  in  such  service.  The  term  “military 
or  naval  forces  of  the  United  States”  includes,  among  other  units,  the  Marine 
Corps,  the  Coast  Guard,  the  Army  Nurse  Corps,  Female,  and  the  Navy 
Nurse  Corps,  Female.  This  exemption  applies  to  any  estate  tax  imposed, 
whether  by  the  Revenue  Act  of  1916  or  subsequent  statutes.  If  the  tax 
has  been  collected,  the  executor  should  make  claim  for  refund.  For  pro- 
cedure in  the  case  of  claims  for  refunds,  see  Article  11. 

323  Art.  10.  Exemption  must  be  proved. — In  every  case  where  the  ex- 
emption is  claimed  the  right  must  be  proved  by  the  executor. 

Formal  claim  for  military  exemption  on  Form  793,  accompanied  by  support- 
ing evidence,  should  be  filed  with  the  60-day  notice,  or  as  soon  there- 
after as  the  necessary  evidence  may  be  secured,  and  in  any  case  not  later 
than  one  year  after  the  decedent’s  death.  Where  the  decedent  died  while 
actually  serving  in  the  military  or  naval  forces  during  the  war  with  Germany, 
the  evidence  in  support  of  the  claim  should  consist  of  a certificate  stating 
the  occurrence  of  death  under  those  circumstances,  issued,  in  the  case  of  a 
soldier,  by  The  Adjutant  General,  in  the  case  of  a sailor  by  the  Chief  of  the 
Bureau  of  Navigation,  and  in  the  case  of  a marine  by  the  Commandant. 
323a  Where  the  decedent  died  while  serving  in  the  military  or  naval 
forces,  but  after  the  termination  of  the  war  with  Germany,  there 
should  be  submitted: 

(1)  Certificate  of  The  Adjutant  General,  Chief  of  Bureau  of  Navigation, 
or  commanding  officer  as  above,  stating  the  occurrence  of  death  while  in 
the  service,  and  the  cause  of  death. 

(2)  Affidavits  or  other  evidence  to  show  that  the  death  resulted  from 
injuries  received,  or  disease  contracted,  while  serving  in  the  military  or 
naval  forces  during  the  war  with  Germany. 

323b  Where  the  decedent  died  after  discharge  from  the  military  or  naval 
forces  there  should  be  submitted: 

(1)  Certificate  of  discharge  from  the  service,  or  copy  of  such  certificate. 

(2)  Certified  copy  of  public  record  of  death,  showing  cause  of  death. 

(3)  Affidavit  of  physician  who  attended  decedent  during  last  illness, 
setting  forth  the  medical  history  of  the  decedent  while  under  his  treatment. 

(4)  Affidavits  or  other  evidence  to  show  that  the  death  resulted  from 
injuries  received,  or  disease  contracted,  while  serving  in  the  military  or 
naval  forces  during  the  war  with  Germany. 

323c  If  it  is  determined  by  the  Commissioner  of  Internal  Revenue  that 
the  estate  is  entitled  to  the  exemption,  the  executor  will  be  notified 
to  that  effect,  and  his  duties  with  respect  to  the  tax  will  cease.  If  the 
evidence  submitted  in  support  of  the  claim  is  found  not  to  be  satisfactory, 
such  further  evidence  will  be  called  for,  or  such  investigation  instituted, 
as  the  Commissioner  may  direct.  If  it  is  determined  that  the  estate  is  not 
entitled  to  the  exemption,  the  executor  will  be  required  to  file  return  and 
pay  tax  in  the  same  manner  as  executors  of  other  taxable  estates. 
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324  Art.  11.  Claims  for  refund.  Prior  to  the  passage  of  the  Revenue 
Act  of  1918  there  was  no  military  exemption  from  estate  tax  except 

with  respect  to  the  increase  of  rates  imposed  by  the  Revenue  Act  of  1917. 
The  provision  in  the  Revenue  Act  of  1918  granting  the  exemption  is  retro- 
active, and  authorizes  the  refund  of  all  estate  taxes  collected  under  the 
provisions  of  former  acts  from  estates  now  entitled  to  the  exemption. 
Where  such  taxes  have  been  collected,  the  executor  should  hie  a claim  for 
refund  on  Form  46,  accompanied  by  the  same  evidence  as  is  required  in 
support  ol  a claim  for  military  exemption. 

GROSS  ESTATE:  INDIVIDUAL  PROPERTY 

325  Art.  12.  Character  of  interests  included. —This  provision  is  designed 
8 to  include  all  property  interests  of  the  decedent,  of  whatever  charac- 
ter. It  is  the  commonest  form  of  taxable  transfer.  As  a basis  for 

tax,  there  must  be  an  actual,  beneficial  ownership  in  the  decedent,  not  a 
bare  legal  title,  or  one  held  in  trust.  Thus,  property  actually  devoted  to 
religious  or  charitable  purposes,  and  placed  in  the  name  of  an  individual 
solely  for  convenience  in  administration,  is  not  included  in  his  gross  estate. 
The  statute  also  includes  only  property  rights  existing  in  the  decedent  in 
his  lifetime  and  passing  to  his  estate.  It  consequently  does  not  include  a 
right  which  came  into  existence  only  after  the  decedent’s  death,  such  as  a 
cause  of  action  by  statute  for  causing  the  death.  The  proceeds  of  such  a 
cause  of  action  should  not  be  included  in  the  gross  estate,  whether  payable 
generally  to  the  estate  or  to  some  specified  class  of  persons,  such  as  the  widow 
or  children. 

3£5a  The  value  of  a vested  remainder  should  be  included  in  the  gross 
estate.  Nothing  should  be  included,  however,  on  account  of  a 
contingent  remainder  where  the  contingency  does  not  happen  in  the  life 
time  of  the  decedent,  and  the  interest  consequently  lapses  at  his  death. 
Nor  should  anything  be  included  on  account,  of  a life  estate  in  the  dece- 
dent. There  should  be  included,  however,  the  value  of  an  annuity  payable 
to  the  decedent  upon  the  life  of  a third  person  who  survives  him,  and  the 
value  of  an  estate  for  the  life  of  a person  other  than  the  decedent.  For 
rules  as  to  valuing  such  annuities  and  illustrations,  see  Article  20. 

326  Art.  13.  Specific  property  to  be  included.— Real  property  owmed  by 
the  decedent,  when  situated  in  the  United  States,  should  be  included 

in  the  gross  estate,  whether  the  decedent  was  a resident  or  a nonresident, 
and  whether  the  property  came  into  the  possession  and  control  of  the 
executor  or  administrator  or  passed  directly  to  heirs  or  devisees.  Real 
property  not  situated  in  the  United  States  should  not  be  included,  whether 
the  decedent  was  a resident  or  nonresident.  Where  the  decedent  was  a 
resident,  all  personal  property  owned  by  him  should  be  included,  wherever 
situated.  Where  decedent  was  a nonresident,  so  much  of  his  personal 
property  as  was  actually  situated  in  the  United  States  at  the  time  of  his 
death  should  be  included.  For  further  discussion  of  the  rules  relating  to  the 
estates  of  nonresidents,  see  Article  60. 

326a  A cemetery  lot  owned  by  the  decedent  is  part  of  his  gross  estate, 
but  its  value  is  limited  to  the  salable  value  of  such  part  of  it  as  is 
not  designed  for  the  interment  of  the  decedent  or  members  of  his  family. 
Rent  which  had  accrued  upon  real  property  at  the  time  of  the  decedent’s 
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death,  whether  then  payable  or  not,  is  included  in  the  gross  estate.  The 
amount  of  interest  accrued  upon  bonds  on  the  day  of  death,  whether  payable 
then  or  subsequently,  should  be  included.  All  matured  coupons,  whether 
presented  for  payment  or  not,  should  be  included.  The  value  of  notes  or 
other  claims  held  by  the  decedent  should  be  included,  though  they  are 
canceled  by  his  will  or  appear  to  be  barred  by  the  statute  of  limitations.  As 
to  the  valuation  of  notes  or  claims  apparently  barred,  see  Article  15, 
paragraph  3.  All  bonds,  whether  federal,  state,  or  municipal,  and  whether 
or  not  containing  a tax-free  covenant,  should  be  included. 

326b  Dividends,  whether  upon  preferred  or  common  stock,  should  not  be 
included  unless  actually  declared  prior  to  the  date  of  death.  The 
amount  of  dividends  upon  stock  which  have  been  declared,  but  not  paid, 
must  be  returned  where  the  value  of  the  stock  at  the  time  of  the  decedent’s 
death  does  not  reflect  the  dividends;  that  is,  where  the  death  occurs  after 
the  closing  of  the  books  of  the  corporation  and  the  stock  consequently  sells 
“ex  dividend.”  Where  the  death  occurs  before  the  closing  of  the  books,  the 
value  of  the  stock  reflects  the  dividend,  and  it  should  not  be  included. 

326c  Example:  A 5 per  cent  dividend  upon  stock  is  declared  March  1, 
payable  on  April  1 to  stockholders  of  record  on  March  15.  If  the 
death  occurred  on  March  10  and  the  market  price  on  that  day  was  90,  the 
value  to  be  returned  for  both  stock  and  dividend  is  90,  the  dividend  being 
reflected  in  the  quoted  price.  If  the  death  occurred  on  March  20,  the  books 
have  been  closed  and  the  dividend  is  not  reflected  in  the  selling  price.  Under 
these  circumstances  the  dividend  must  be  returned  in  addition  to  the  quoted 
price  of  the  stock;  and  the  proper  return  would  be  stock  90,  dividend  $5. 

327  Art.  14.  Value. — The  value  at  which  property  included  in  the  gross 
estate  is  to  be  returned  for  tax  purposes  is  the  value  at  the  time  of 

the  decedent’s  death.  Neither  depreciation  nor  appreciation  in  value 
subsequent  to  the  date  of  death  is  considered.  The  value  to  be  ascertained 
is  the  market,  or  sale,  value  of  the  property.  The  highest  price  obtainable 
for  the  property  within  a reasonable  period  of  the  decedent’s  death  is  the 
value  to  be  included.  A sale  of  the  property,  however,  in  order  to  be 
accepted  as  the  criterion  of  value,  must  be  made  in  such  manner  as  to  insure 
the  best  price  obtainable  under  existing  circumstances.  This  requires  ( a ) 
that  the  sale  be  made  as  a matter  of  business,  and  not  merely  in  order  to 
establish  value;  ( b ) that  it  be  made  in  absolute  good  faith,  with  a view  to 
realizing  as  high  a price  as  possible;  and  (c)  that  reasonable  care  and  skill  be 
exercised  to  obtain  such  price.  If  one  method  brings  better  results  than 
another,  the  better  method  must  be  employed. 

327a  For  example,  if  individual  sales  of  property  are  better  adapted 
to  procure  a good  price  than  auction  sales,  the  price  obtained  at  an 
auction  sale  will  be  accepted  only  after  reasonable  effort  to  find  individual 
purchasers  has  been  made.  See  further  on  this  point  Article  15. 

327b  Great  care  must  be  exercised  by  the  executor  to  arrive  at  a fair 
valuation  of  every  asset  of  the  gross  estate. 

328  jjf  Art.  15.  Rules  for  the  valuation  of  property. — (1)  Real  estate — 
fc  rM  Where  real  property  has  been  sold,  the  amount  received  will  be 
taken  as  its  value  provided  the  sale  was  made  within  a reasonable  period 
of  the  decedent’s  death,  and  in  such  manner  as  to  insure  the  highest  possible 
price.  Where  no  sale  has  been  made,  the  criterion  of  value  is  the  best  price 
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which  could  have  been  obtained  within  a reasonable  period  of  the  decedent’s 
death.  The  amount  brought  at  an  auction  sale  should  be  considered,  but 
will  be  accepted  only  if  it  appears  that  there  was  no  available  method  of 
obtaining  a higher  price.  The  assessed  valuation  of  the  property  should  be 
considered,  but  is  not  conclusive.  All  relevant  facts  and  all  elements  of 
value  should  be  considered  in  every  case.  See  further  the  general  rules  laid 
down  in  Article  14. 

328a  (2)  Stocks  and  bonds. — The  value  of  stocks  and  bonds  listed  upon 

a stock  exchange  should  be  obtained  by  taking  the  mean  between 
the  highest  and  the  lowest  sale  price  upon  the  day  of  death,  provided  the 
sales  were  made  in  the  regular  course  of  business,  and  not  for  the  special 
purpose  of  establishing  value.  If  there  wTere  no  sales  upon  the  date  of  death, 
the  price  nearest  to  that  date,  and  within'a  reasonable  period  thereof,  either 
before  or  after  death,  should  be  taken.  Such  sale  price  obtains  irrespective 
of  the  number  of  shares  held  by  the  estate.  If  the  security  was  listed  upon 
more  than  one  exchange,  the  records  of  the  exchange  where  the  security  is 
principally  dealt  in  should  be  employed.  If  the  decedent  died  on  Sunday  or 
a legal  holiday,  the  business  of  the  previous  day  will  govern. 

328b  If  the  stock  is  not  listed  upon  an  exchange,  but  is  dealt  in  actively 
by  brokers  or  has  other  active  market,  the  latest  sale  price  prior  to 
the  day  of  death  will  govern.  If  there  is  no  active  market  for  the  stock  and 
no  sales  of  it  have  been  made  within  a reasonable  period  of  the  decedent’s 
death,  and  in  particular  where  it  is  closely  held  (stock  of  a “close  corpor- 
ation”), return  should  be  made  upon  the  basis  of  the  value  of  the  stock,  as 
evidenced  by  the  clear  value  of  the  excess  of  the  assets  of  the  corporation 
over  its  liabilities,  and  its  earning  capacity  for  the  five  years  preceding  the 
death  of  the  decedent.  Where  the  earnings  of  the  corporation  have  been 
greater  than  a fair  return  on  its  invested  capital,  computed  according  to  the 
nature  of  the  business,  and  where  the  business  is  a going  business,  there 
should  be  added  to  the  net  value  of  the  other  assets  of  the  business  the  value 
of  the  good  will,  computed  in  accordance  with  sound  accounting  principles. 
Where  the  earnings  of  the  corporation  have  been  less  than  a fair  return  on 
the  invested  capital,  if  the  difference  is  material  and  the  decreased  earnings 
affect  value,  the  net  worth  of  the  corporation  as  disclosed  by  its  balance 
sheet  may  be  adjusted  on  a reasonable  basis  to  allow  for, this  decreased  value. 
In  all  cases  where  stock  of  this  character  forms  a principal  asset,  there  should 
be  submitted  with  the  return,  Form  706  [Page  12],  a copy  of  the  balance 
sheets  for  the  five  preceding  years,  and  of  the  balance  sheet  on  the  day  of 
death  or  the  nearest  date  thereto,  together  with  a statement  of  the  net 
earnings  of  the  invested  capital  for  the  preceding  five  years. 

328c  The  full  value  of  securities  pledged  to  secure  a loan  should  be 
included  in  the  gross  estate.  If  the  decedent  had  a trading  account 
with  a broker,  all  securities  belonging  to  the  decedent  held  by  the  broker  at 
the  date  of  death  must  be  included  at  their  market  value  on  that  date. 
Securities  purchased  on  margin  for  the  decedent’s  account  and  held  by  the 
broker  should  also  be  returned  at  their  market  value  on  the  day  of  death. 
The  amount  of  the  decedent’s  indebtedness  to  the  broker  will  be  allowed  as  a 
deduction  from  the  gross  estate.  (See  Art.  45.)  f g 

328d  (3)  Notes , secured  and  unsecured. — Notes,  whether  secured  or  un- 

secured, will  be  presumed  to  be  worth  their  full  face  value,  plus  ac- 
crued interest  to  the  date  of  decedent’s  death,  unless  the  executor  establishes 
the  right  to  return  them  at  a lower  valuation.  Interest  should  be  computed 
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upon  the  basis  of  365  days  to  the  year.  In  the  case  of  an  unsecured  note  it 
must  be  shown  by  satisfactory  evidence,  in  order  to  justify  failure  to  include 
it,  that  the  note  is  uncollectible,  either  in  whole  or  in  part,  from  the  maker 
or  other  parties  to  the  note,  on  account  of  the  insolvency  of  the  parties 
thereto,  or  other  cause.  Where  the  note  is  secured  it  must  also  be  shown  that 
the  security  is  insufficient  to  satisfy  it.  Where  a note  appears  to  be  barred  by 
the  statute  of  limitations  its  value  must  be  included  in  the  gross  estate  in 
the  absence  of  proof  that  the  liability  has  not  revived  by  promise  to  pay  or 
part  payment,  and  also  that  the  parties  liable  refuse  to  pay  the  debt  and 
intend  to  assert  the  defense. 

328e  (4)  Cash  on  hand  or  on  deposit. — Bank  deposits  should  be  re 

turned  at  the  amount  for  which  the  bank  would  be  liable  if  the  de- 
posit were  withdrawn  upon  the  date  of  the  decedent’s  death.  Interest 
which  the  bank  agreed  to  pay  upon  condition  that  the  money  remain  on 
deposit  after  the  death  should  not  be  included.  * 

' 328f  (5)  Interest  in  business. — Care  should  be  taken  to  arrive  at  an 

accurate  valuation  of  any  business  in  which  the  decedent  was  inter- 
ested, whether  as  partner  or  proprietor.  The  executor  should  not  return 
the  interest  at  its  book  value  unless  he  is  satisfied  that  the  accounts  of  the 
business  are  kept  upon  a scientific  basis.  A fair  appraisal  as  of  the  date  of 
death  should  be  made  of  all  the  assets  of  the  business,  tangible  and  in- 
tangible. Special  attention  should  be  given  to  fixing  an  adequate  figure  for 
the  value  of  the  good  will  of  the  business  in  all  cases  in  which  the  decedent 
had  an  interest  in  the  good  will  which  passed  to  his  estate.  Where  the 
original  co-partnership  articles,  or  a renewal  thereof,  provide  that  the  value 
of  the  interest  of  a deceased  partner  shall  be  determined  without  reference  to 
good  will,  but  that  the  surviving  partners  shall  take  the  entire  good  will, 
nothing  is  to  be  included  in  the  estate  of  the  deceased  partner  on  account  of 
good  will.  Where,  however,  the  deceased  partner  makes  a gift  of  his  interest 
in  the  good  will  to  the  surviving  partners,  to  take  effect  upon  his  death, 
the  value  of  such  interest  should  be  included  in  the  decedent’s  gross  estate. 
Such  a gift  exists  where  the  only  consideration  for  the  surrender  of  the 
good  will  at  death  consists  of  similar  promises  by  the  other  partners.  The 
business  should  be  given  a net  worth  equal  to  the  amount  a financially  com- 
petent buyer,  whether  an  individual  or  corporation,  might  be  expected 
to  pay  at  a normal  sale  in  view  of  the  net  value  of  the  assets  and  the  demon- 
strated earning  capacity. 

328g  k(6)  Patents , trade-marks , and.  copyrights. — The  basis  for  valua- 

tion of  intangible  assets  of  this  character  is  the  present  worth  of  the 
estimated  future  earnings  of  the  exclusive  right  during  the  rest  of  its  exis- 
tence. The  return  received  by  the  decedent  should  be  considered  in  estimat- 
ing future  earnings. 

328h  (7)  Accounts  receivable,  claims,  judgments,  etc. — A fair  valuation 

for  assets  of  this  character  at  the  time  of  death  should  be  fixed  by 
the  executor  according  to  the  best  information  available  to  him  at  the  time 
of  making  return.  A right  of  action  which  died  with  the  decedent  should 
not  be  included  in  the  gross  estate. 

328i  (8)  Furniture,  personal  effects,  and  other  tangible  property. — For 

the  method  of  valuation  to  be  employed  in  the  case  of  household 
furniture  and  personal  effects  see  Articles  16  to  19.  With  respect  to  all 
other  tangible  property  the  executor  should  endeavor  to  arrive  at  the  sound 
and  actual  value  at  the  day  of  death.  Where  such  property  is  subsequently 
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sold  the  sale  price  must  be  returned  if  the  sale  was  a bona  fide  sale  and  for  the 
best  price  obtainable.  In  the  case  of  growing  crops  the  executor  should 
ascertain  from  expert  opinion  what  the  value  of  the  growing  crop  was  on  the 
day  of  death,  as  evidenced  by  subsequent  yield  and  crop  prices.  Where  the 
crop  is  matured  the  value  is  the  value  of  the  crop  unit  on  the  day  of  death  for 
the  entire  yield,  less  the  cost  of  harvesting  and  marketing.  Where  the  crop 
is  not  matured  these  factors  should  be  considered;  and  the  opinion  of  those 
expert  in  such  matters  should  be  ascertained  as  to  what  the  crop  was  reason- 
ably worth  as  a growing  crop  on  the  day  of  death. 

329  Art.  16.  Appraisal  of  household  and  personal  effects — General  pro- 
visions.— Executors  and  administrators  are  required  to  have  careful 

appraisal  made  of  all  household  and  personal  effects  of  the  decedent,  and 
to  furnish  in  duplicate  detailed  lists  and  affidavits  in  the  manner  directed 
below.  No  distribution  of  such  effects  may  be  made  until  the  lists  and 
affidavits  have  been  filed  with  the  collector,  and,  if  deemed  necessary, 
sufficient  time  afforded  the  Bureau  to  have  personal  inspection  made  by  an 
official  appraiser.  Where  it  is  desired  to  distribute  or  sell  all  the  property 
iri  advance  of  the  filing  of  the  return,  the  lists  and  affidavits  should  be  filed 
with  the  collector,  together  with  a letter  stating  when  it  is  desired  to  effect 
distribution.  If  personal  inspection  by  an  internal-revenue  officer  is  not 
deemed  necessary,  a waiver  of  such  examination  will  be  sent  to  the  executor, 
who  may  thereupon  proceed  with  distribution. 

330  Art.  17.  Same — When  value  is  less  than  $2,000. — When  the  value 
of  the  personalty  involved  is  less  than  $2,000,  the  detailed  lists  may 

be  prepared  by  the  executor  personally.  A room  by  room  appraisal  is  desir- 
able; and  all  the  articles  should  be  named  specifically,  except  those  of  small 
value,  such  as  common  bric-a-brac  or  cheap  books.  A separate  value  should 
be  given  for  each  article  named,  except  that  the  values  of  a number  of  articles 
contained  in  the  same  room  may  be  grouped.  The  value  of  an  article  worth 
more  than  $50  should  be  stated  separately.  Such  an  entry  as  the  following 
would  be  acceptable: 

330a  Dining  room:  Table,  six  chairs,  three  pictures  (common  prints), 
value  $75;  sideboard,  $60;  total,  $135. 

330b  If  there  should  be  included  in  the  lot,  however,  jewelry  or  silver- 
ware of  more  than  ordinary  value,  or  articles  having  a marked 
artistic  value,  the  executor  must  furnish  an  appraisal  by  persons  thoroughly 
qualified  by  training  and  experience  to  judge  of  the  value  of  such  articles. 
330C  In  the  case  of  effects  having  a total  value  of  less  than  $2,000,  the 
executor  may  furnish  as  an  alternative  requirement  a sworn  estimate 
in  duplicate  of  the  approximate  total  value  of  the  property  by  a professional 
appraiser  of  recognized  standing  and  ability,  or  by  a dealer  in  the  class  of 
personalty  involved. 

330d  In  addition  to  the  lists  or  estimates  described  above,  the  executor 
must  furnish  in  duplicate  his  affidavit  as  to  the  completeness  of  the 
lists  and  the  qualification  of  the  appraiser. 

33 1 Art.  18.  Same — When  value  is  more  than  $2,000. — When  the  value 
of  the  effects  is  more  than  $2,000,  detailed  lists  must  be  furnished, 

prepared  by  professional  appraisers  of  recognized  competence,  or  by  dealers 
in  the  particular  class  of  personalty  involved.  The  lists  must  be  prepared 
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in  the  same  detail  as  that  indicated  above  for  the  executor’s  list.  Where  the 
personalty  includes  jewelry,  silverware,  or  like  articles,  except  in  cases  where 
the  value  of  these  items  is  insignificant,  the  appraisal  of  a reputable  dealer 
or  appraiser  of  jewelry  must  be  furnished. 

331a  In  the  case  of  articles  having  marked  artistic  value,  such  as  paint- 
ings* engravings,  etchings,  statuary,  vases,  oriental  rugs,  or 
antiques,  the  appraisals  of  experts  will  be  required . The  description  of  such 
articles  should  be  fully  given.  Where  paintings  having  artistic  value  are 
listed,  the  size,  subject,  and  artist  should  be  named.  In  the  case  of  oriental 
rugs,  the  size,  make,  age,  etc.,  should  be  given.  The  weight  in  ounces  of 
each  article  of  silverware  should  be  stated.  With  the  duplicate  lists  there 
must  be  filed  the  executor’s  affidavit  as  to  the  completeness  of  the  list  and 

the  qualifications  of  the  appraisers. 

. (O00.E  yd  btJifquIiifn  MMO&.t  0 ' . ' .*  \<t.  < i 

332  Art.  19.  Same — Appraisers  and  basis  of  appraisals. — Where  expert 
appraisers  are  to  be  employed,  care  should  be  taken  to  see  that  they 

are  men  of  recognized  competence  with  respect  to  the  particular  class  of 
property  involved.  In  order  to  facilitate  the  acceptance  of  the  appraisal, 
appraisers  should  be  employed  whose  competence  is  well  established. 

332a  The  basis  to  be  employed  in  appraising  articles  of  this  characteris 
what  they  would  bring  at  a bona  fide  sale  to  individual  purchasers, 
to  dealers,  or  upon  a well-advertised  auction  sale.  If  there  has  been  an 
actual  bona  fide  sale,  the  amount  received  may  be  returned  as  the  Value  of 
~the  property.  Where  property  is  valued  by  legatees  for  purposes  of  dis- 
tribution, such  value  will  not  necessarily  b£  accepted.  The  original  cost  of 
the  articles  is  not  necessarily  a proper  basis,  on  account  of  depreciation  or 
appreciation  in  value. 

333  Art.  20.  Valuation  of  annuities*  life,  arid  remainder  interests.— 

Where  the  decedent  was  entitled  to  receive  an  annuity  of  a definite 
amount  during  the  lifetime  of  another  person,  and  the  right  constitutes  an 
asset  of  his  estate,  the  present  worth  of  the  annuity  at  the  time  of  the 
decedent’s  death  must  be  computed  upon  the  basis  of  the  expectancy 
of  life  of  the  other  person.  The  table  marked  “A”  upon  page  19  [If  334] 
should  be  used  for  this  computation.  The  amount  of  annual  income 
should  be  multiplied  by  the  figure  in  column  3 of  the  table  opposite  the 
number  of  years  in  column  1 nearest  to  the  actiial  age  of  the  other  person. 
333a  Example:  The  decedent  received  under  the  terms  of  his  father’s 
will  an  annuity  of  $10,000  for  the  life  of  his  elder  brother.  The 
brother  at  the  decedent’s  death  was  40  years  8 months  old.  By  reference 
to  the  table  the  figure  in  column  3 opposite  41  years,  the  number  nearest  to 
the  brother’s  age,  is  found  to  be  14.86102.  The  present  worth  of  the 
annuity  is  therefore  $148,610.20. 

333b  Where  the  decedent  was  entitled  to  receive  the  annuity  during  a 
specified  number  of  years,  the  table  marked  “B”  upon  page  20 
[If  335]  should  be  used. 

333c  Example:  The  decedent  received  under  the  terms  of  his  father’s 
will  an  annuity  of  $10,000  for  a period  of  20  years,  15  of  which  had 
expired  at  the  decedent’s  death.  By  reference  to  the  table  it  is  found  that 
the  figure  in  column  2 opposite  5 years,  the  unexpired  portion  of  the  20-year 
period,  is  4.45182.  The  present  worth  of  the  annuity  is,  therefore,  $44,- 
518.20  (4.45182  multiplied  by  10,000). 
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333d  Where  the  decedent  was  entitled  to  receive  the  entire  income  of 
certain  property  during  the  life  of  another  or  for  a term  of  years, 
’and  where  the  rate  of  income  is  fixed  by  the  instrument  creating  the  trust 
or  is  definitely  determinable  at  the  time  of  the  decedent’s  death,  the  average 
annual  income  which  the  property  actually  yields  should  be  determined, 
and  its  present  worth  computed,  as  explained  above  in  the  case  of  annuities. 
333e  Example:  The  decedent’s  father  placed  $100,000  in  trust,  with 
directions  that  it  be  invested  in  state  and  municipal  bonds  and  the 
entire  income  paid  to  the  decedent  during  the  life  of  his  elder  brother,  who 
was  41  years  old  at  the  decedent’s  death.  Before  the  decedent’s  death  the 
money  was  invested  in  state  and  municipal  bonds,  and  actually  yielded  a 
net  return  of  $5,000  per  annum.  In  this  case  the  rate  of  income  is  definitely 
determinable.  By  reference  to  the  table  it  is  found  that  the  present  worth 
of  an  income  of  $5,000,  dependent  upon  the  life  of  a person  41  years  of  age 
is  $74,305.10  (14.86102  multiplied  by  5,000). 

333f  Where  the  rate  of  annual  income  is  not  determinable,  or  where  the 
decedent  was  entitled  merely  to  the  personal  use  of  nonincome-bear- 
ing  property,  a hypothetical  annuity  at  a rate  of  4 per  cent  of  the  value  of 
the  property  should  be  made  the  basis  of  the  calculation. 

333g  Example:  The  decedent  died  before  a fund  of  $100,000,  of  which 
he  was  entitled  to  receive  the  income  during  the  life  of  a person  41 
years  old,  had  been  invested  by  the  trustees.  The  value  of  a hypothetical 
annuity  of  $4,000,  dependent  upon  the  life  of  such  a person,  is  indicated  by 
the  table  to  be  $59,444.08. 

333h  Where  the  decedent  possessed  a remainder  interest  in  property  sub- 
ject to  the  life  estate  of  another,  and  such  interest  constituted  an 
asset  of  his  estate,  the  present  worth  of  the  remainder  interest  at  the  time  of 
death  should  be  obtained  by  multiplying  the  value  of  the  property  at  the 
time  of  death  by  the  figure  in  column  4 of  Table  A [If  334]  opposite  the  num- 
ber of  years  nearest  to  the  age  of  the  life  tenant.  Where  the  remainder 
interest  is  subject  to  an  estate  for  a term  of  years  Table  B [If  335]  should  be 
used. 

^333i  Example:  The  decedent  was  entitled  to  receive  property  worth 
$50,000  upon  the  death  of  his  elder  brother,  to  whom  the  income  for 
life  bad  been  bequeathed.  The  brother  at  the  time  of  the  decedent’s  death 
was  31  years  old.  By  reference  to  the  table  it  is  found  that  the  figure  in 
column  4 opposite  31  years  is  0.31262.  The  present  worth  of  the  remainder 
interest  is,  therefore,  $15,631. 
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334  TABLE  “A.” 

Table,  single  life,  4 per  cent,  showing  the  present  worth  of  an  annuity,  or 
life  interest,  and  of  a reversionary  interest. 


1 

Age 

2 

Expect- 
ancy of 
life 

3 

Annuity,  or 
present  value 
of  $1  due  at 
the  end  of 
each  year 
during  the 
life  of  a 
person  of 
specified  age 

4 

Reversion,  or 
present  value 
of  $1  due  at 
the  end  of  the 
year  of  death 
of  a person  j 
of  specified 
age 
age 

1 

Age 

2 

Expect- 
ancy of 
life 

1 

3 

Annuity,  or  | 
present  value 
of  $1  due  at 
the  end  of 
each  year 
during  the 
life  of  a 
person  of  15 
specified  age 

4 

Reversion,  or 
present  value 
of  $1  due  at 
the  end  of  the 
year  of  death 
of  a person 
of  specified 
age 

0 

23.179 

Annuity 

$14.72829 

Reversion 

$0.39507 

51 

17.527 

Annuity  i 

$12.17919 

Reversion 

$0.49311 

1 

30.552 

17.30771 

.29586 

52 

16.947 

11.88408 

.50446 

2 

35.626 

18.69578 

.24247 

53 

16.372 

11.58531 

.51595 

3 

37.572 

19.15901 

.22465  ! 

54 

15.804 

11.28325 

.52757 

4 

38.702 

19.41226 

.21491  i 

55 

15.243 

10.99789 

.53931 

5 

39.352 

19.55301 

.20950  i 

56 

14.689 

10.66982 

.55116 

6 

39.654 

19.61731 

.20703  ! 

57 

14.143 

10.35931 

.56310 

7 

39.691 

19.62502 

.20673  | 

58 

13.603 

10.04630 

.57514 

8 

39.625 

19.61097 

.20727  l 

59 

13.072 

9.73131 

.58726 

9 

39.264 

19.53413 

.21022 

60 

12.549 

9.41474 

.59943 

10 

38.891 

19.45359 

.21332  I 

61 

12.029 

9.09765 

.61163 

11 

38.507 

19.36943 

.21656 

62 

11.532 

8.78052 

.62382 

12 

38.113 

19.28184 

! .21993  ! 

63 

11.039 

8.46412 

.63600 

13 

37.710 

19.19065 

.22344  j 

64 

10.557 

8.14888 

.64812 

14 

37.298 

19.09590 

.22708  | 

65 

10.088 

7.83552 

.66017 

15 

' 36.877 

18.99764 

.23086 

66 

9.630 

7.52476 

.67212 

16 

36.447 

18.89569 

.23478  j 

67 

9.185 

7.21699 

.68396 

17 

36.010 

18.79010 

.23884 

68 

8.753 

6.91298 

.69565 

18 

35.565 

18.68070 

.24305 

69 

8.333 

| 6.61301 

.70719 

19 

35.113 

18.56751 

.24740 

70 

7.926 

6.31716 

.71857 

20 

34.652 

1 18.45038 

.25191 

71 

7.532 

6.02612 

.72976 

21 

34.186 

18.32932 

.25656 

72 

7.151 

5.74003 

.74077 

22 

i 33.711 

18.20416 

.26138 

73 

6.782 

5.45928 

.75157 

"23 

33.230 

18.07471 

.26636 

74 

6.425 

5.18402 

.76215 

24 

| 32.742 

17.94097 

.27150 

75 

6.081 

4.91463 

.77251 

25 

32.248 

17.80274 

.27682 

76 

5.749 

4.65125 

.78264 

26 

31.747 

17.65984 

.28231 

77 

5.428 

4.39383 

.79254 

27 

31.239 

17.51224 

.28799 

78 

5.119 

4.14286 

.80220 

28 

30.725 

17.35968 

.29386 

79 

4.823 

3.89858 

.81159 

29 

30.205 

17.20225 

.29991 

80 

4.537 

3.66071 

.82074 

30 

29.678 

17.03961 

.30617 

81 

4.262 

3.42900 

.82965 

:31 

29.147 

' 16.87176 

.31262 

82 

3.995 

3.20258 

.83836 

•32 

28.608 

16.69846 

.31929 

83 

3.737 

2.98024 

.84691 

33 

28.067 

j 16.51964 

.32617 

84 

3.484 

2.76106 

.85534 

34 

27.516 

16.33503 

.33327 

85 

3.236 

2.54366 

.86371 

35 

26.961 

16.14437 

.34060 

86 

2.992 

2.32795 

.87200 

36 

26.401 

15.94755 

.34817 

87 

2.752 

2.11384 

.88024 

37 

25.834 

15.74427 

.35599 

88 

2.517 

1.90115 

.88842 

38 

25.263 

15.53421 

.36407 

89 

2.286 

1.69107  j 

.89650 

39 

24.685 

15.31722 

.37241 

90 

2.062 

1 .48540  ! 

.90441 

40 

24.101 

15.09295 

.38104 

1 91 

1 .845 

1 .28432 

.91214 

41 

23.511 

14.86102 

.38996 

92 

1 .637 

1 .09024  1 

.91961 

42 

22.915 

14.62122 

.39918 

93 

1.442 

.90647  ! 

.92667 

43 

22.313 

14.37356 

.40871 

94 

1.263 

.73687  | 

.93320 

44 

21 .708 

14.11860 

.41852 

95 

1.103 

.58435 

.93906 

45 

21.103 

13.85713 

.42857 

96 

.975 

.46182 

.94378 

46 

20.499 

13.58958 

.43886 

97 

.877 

.36698  ! 

.94742 

47 

19.896 

13.31698 

.44935 

98 

.746  1 

.24038  i 

.95229 

48 

19.298 

13.03942 

.46002  | 

99 

.500 

.00000 

.96154 

49 

50 

18.703 

18.113 

12.75716 

12.47032 

.470^8 

.48191 
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TABLE  “B  ” 


LI 

Number  of 
years 

2 

Present  worth  of 
an  annuity  of  $1, 
payable  at  the 
end  of  each  year, 
for  a certain 
| nmuber  of  years 

3 

Present  worth  of 
*1,  payable  at 
the  end  of  a cer- 
tain number  of 
years 

■ 

Number  of 
years 

2 

Present  worth  of 
an  annuity  of  $1, 
payable  at  the 
,end  of  each  year, 
! for  a certain 
Inumber  of  years 

1 

1 Present  worth  of 
*1,  payable  at  the 
I end  of  a certain 
J number  of  years 

[ 

' Annuity 

Reversion 

Annuity 

Reversion 

1 

*0.96154 

*0.961538 

16 

$11.65229 

1 $0.533908 

2 

1 .88609 

.924556 

17 

12.16567 

.513373 

3 

2.77509 

.888996 

18 

12.65929 

.493628 

4 

3.62989 

.854804 

19 

13.13394 

5 .474642 

5 

4.45182 

.821927 

20 

13.59032 

.456387 

6 

5.24214 

.790314 

21 

14.02916 

.438834 

7 

6.00205 

.759918 

22 

14.45111 

.421955 

8 

6.73274  i 

.730690  j 

23 

14.85684 

.405726 

9 

7.43533 

.702587 

24 

15.24696 

.390121 

‘ 10 

8.11089 

.675564 

25 

15.62208  | 

.375117 

11 

8.76047 

.649581 

26 

15.98277 

.360689 

12 

9.38507 

.624597 

27 

16.32958  1 

.346816 

13 

9.98565 

.600574 

28 

16.66306 

.333477 

14 

10.56312 

.577475 

29 

16.98371 

.320651 

15 

11.11839 

.555265 

30 

1 | 

17.29203 

.308319 

DOWER  AND  COURTESY, 


338  Art.  21.  Dower  and  courtesy. — This  provision  includes  dower  and 
9 courtesy  at  common  law,  and  all  interests  created  by  statute  in  lieu 
thereof,  although  the  estate  or  interest  so  created  is  different  in  char- 
acter. The  effect  of  this  provision  is  to  require  the  inclusion  of  the  full 
value  of  the  land,  without  deduction  of  the  value  of  the  interest  of  a sur- 
viving husband  or  wife.  This  rule  applies  to  the  estate  of  any  decedent 
dying  after  September  8,  1916. 


TRANSFERS  BY  DECEDENT  IN  HIS  LIFETIME. 


337  Art.  22.  Nature  and  time  of  transfer. — A transfer  made  by  the  de- 

10  cedent  in  his  lifetime,  if  made  by  way  of  gift,  is  taxable  when  made 

in  contemplation  of  death,  or  intended  to  take  effect  in  possession  or 
enjoyment  at  or  after  the  death  of  the  transferor.  No  distinction  is  made 
between  ordinary  transfers  and  transfers  involving  the  creation  of  a trust. 
Where  a transfer,  however,  constitutes  a bona  fide  sale  for  a fair  consideration 
in  money  or  money’s  worth,  it  is  not  taxable.  In  order  to  constitute  such  a 
bona  fide  sale,  there  must  be  a valuable  consideration,  as  distinguished  from 
love  and  affection.  A sale  implies  the  receipt  of  a price,  in  money  or  thing 
of  value.  The  release  of  an  existing  claim,  by  way  of  accord  and  satisfaction, 
is  not  sufficient.  The  price  must  also  be  a fair  equivalent  for  the  property 
transferred.  Where  the  price  is  not  a fair  one,  the  sale  will  not  be  considered 
to  have  been  made  bona  fide.  Such  transfers  are  taxable  whether  made- 
before  or  after  September  8,  1916. 


TRANSFERS  IN  CONTEMPLATION  OF  DEATH. 

338  Art.  23.  Nature  of  Transfer. — The  words  “in  contemplation  of 
death”  do  not  refer  to  the  general  expectation  of  death  which  all 
persons  entertain.  A transfer,  however,  is  made  in  contemplation  of  death 
wherever  the  person  making  it  is  influenced  to  do  so  by  such  an  expectation 
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of  death,  arising  from  bodily  or  mental  conditions,  as  prompts  persons  to 
dispose  of  their  property  to  those  whom  they  deem  proper  objects  of  their 
bounty.  The  cause  which  induces  such  bodily  or  mental  conditions  is  im- 
material; and  it  is  not  necessary  that  the  decedent  be  in  the  immediate 
expectation  of  death.  Such  a transfer  is  taxable,  although  the  decedent 
parts  absolutely  and  immediately  with  his  title  to  and  possession  of  the 
property.  Transfers  made  within  two  years  of  a decedent’s  death  are  pre- 
sumed to  be  taxable  if  they  are  of  a material  part  of  his  property  and  are  in 
the  nature  of  a final  disposition  thereof.  Where  a transfer  is  of  this  character, 
the  executor  must  disclose  the  transfer  in  the  return;  but  he  may  submit 
therewith  evidence  that  it  was  not  made  in  contemplation  of  death.  The 
executor  must  also  return  transfers  by  the  decedent  of  a material  part  of  his 
property  to  relatives,  though  made  more  than  two  years  before  his  death; 
but  he  need  not  list  them  as  taxable  if  he  contends  otherwise.  All  facts 
relating  to  the  transfer  should  be  stated,  including  the  motive  therefor,  the 
decedent’s  state  of  health,  and  his  anticipation  of  death.  The  presumption 
of  taxability  may  be  rebutted  by  proof  that  the  transfer  was  not  induced  by 
bodily  or  mental  conditions  leading  the  grantor  to  make  a disposition  of 
property  testamentary  in  its  nature.  The  fact  that  a gift  was  made  as  an 
advancement,  to  be  taken  into  account  upon  the  final  distribution  of  the 
decedent’s  estate,  is  not  enough,  standing  alone,  to  establish  taxability; 
but  it  is  a circumstance  to  be  considered  in  determining  whether  the  transfer 
was  made  in  contemplation  of  death. 

TRANSFERS  INTENDED  TO  TAKE  EFFECT  AT  OR  AFTER  DEATH. 

339  Art.  24.  Reservation  of  income. — A transfer  is  taxable  where  the 
grantor  reserves  to  himself  during  life  the  income  of  the  property 

transferred.  In  such  a case  the  transfer  of  the  principal  takes  effect  in 
possession  and  enjoyment  after  the  death  of  the  grantor,  and  the  value  of 
the  entire  property  should  be  included  in  the  gross  estate.  Where  the  grantor 
reserves  a proportionate  part  of  the  income,  only  a corresponding  proportion 
of  the  property  should  be  included  in  the  gross  estate,  unless  the  transfer 
was  made  in  contemplation  of  death.  If,  for  example,  he  reserves  one-half 
of  the  income,  the  value  of  one-half  of  the  property  transferred  should  be 
included  in  the  gross  estate.  If  he  reserves  an  annuity,  so  much  of  the 
property  as  is  necessary  to  produce  the  annuity  should  be  included  in  the 
gross  estate.  Where  the  property  does  not  produce  income,  its  value  as  of 
the  date  of  the  decedent’s  death  should  be  ascertained,  and  so  much  of  this 
sum  as  is  necessary  to  produce  the  annuity  should  be  included  in  the  gross 
estate.  A transfer  is  taxable  in  accordance  with  these  principles  whether  the 
grantor  makes  a reservation  of  the  annuity  out  of  the  property  conveyed,  or 
^exacts  from  the  grantee  an  agreement  to  pay  the  annuity.  A gift  of  the 
principal  of  a trust  fund  which  takes  effect  at  or  after  the  decedent’s  death 
is  taxable,  although  the  income  during  the  decedent’s  life  is  payable  to  some 
one  other  than  himself.  Example:  The  decedent  transfers  property  to  his 
son,  the  latter  agreeing  to  pay  the  income  to  his  mother  during  the  decedent’s 
life.  The  transfer  to  the  son  is  taxable. 

340  Art.  25.  Power  of  revocation  or  control. — A transfer  by  way  of 
trust  is  taxable  where  the  grantor  reserves  a power  of  revocation, 

<even  though  he  does  not  reserve  any  interest  in  the  trust  created.  ‘For 
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example,  where  a father  places  property  in  trust  for  the  present  benefit 
of  his  son,  but  reserves  power  to  revoke  the  trust  at  any  time  during  his 
life,  the  entire  property  transferred  should  be  included  in  the  gross  estate. 

A transfer  by  way  of  trust  is  also  taxable  where  the  grantor  reserves  power 
to  control  the  administration  of  the  trust,  as  by  reserving  power  to  change 
the  trustee,  the  trust  period,  the  trust  property,  or  the  respective  interests 
of  the  beneficiaries  in  such  property.  > 

341  Art.  26.  Valuation  of  property  transferred. — The  property  to  be 
valued  is  the  interest  owned  and  transferred  by  the  decedent;  but 

the  value  of  such  property  must  be  ascertained  as  of  the  date  of  the  deced- 
ent’s death.  Where  the  transferee  makes  additions  to  the  property,  or 
betterments,  the  value  of  additions  or  betterments  at  the  time  of  death  are 
not  to  be  included.  For  example,  a father  makes  a transfer  to  a son,  in. 
contemplation  of  death,  of  unimproved  real  estate  valued  at  $20,000. 

The  son  erects  buildings  on  the  land  at  a cost  of  $10,000.  The  amount 
to  be  included  in  the  gross  estate  of  the  father  is  the  value  of  the  entire 
property  at  the  time  of  his  death  less  the  value  of  the  buildings  on  that  date. 

PROPERTY  HELD  JOINTLY. 

342  Art.  27.  Property  held  jointly  or  as  tenants  in  the  entirety. — The- 

11  statute  provides jfor  the  taxation  of  interests  held  jointly,  or  as 

tenants  in  the  entirety,  by  the  decedent  and  any  other  person  or 
persons.  This  class  of  property  includes  all  interests,  whether  in 
real  or  personal  property,  in  which  the  survivor  takes  the  entire  property^ 
by  right  of  survivorship,  and  it  consequently  does  not  form  part  of  the 
decedent’s  estate  for  purposes  of  administration.  It  does  not  include 
interests  held  as  tenants  in  common,  where  the  interest  of  each  tenant 
passes  to  his  estate,  free  from  any  right  of  survivorship. 

342a  The  following  are  examples  of  this  class  of  property:  Real  estate 
held  jointly;  real  estate  held  by  husband  and  wife  (known  as  an 
estate  in  the  entirety);  money  deposited  in  a bank  or  trust  company  in 
the  joint  names  of  the  decedent  and  another  and  payable  to  either  or  the 
survivor;  joint  trading  accounts  with  brokers;  stocks  and  bonds  held  in  the 
joint  names  of  several  owners. 

343  Art.  28.  Taxable  portion. — The  value  of  such  property  to  be  re- 
turned for  tax  is  the  value  of  the  entire  property,  unless  it  can  be 

shown  that  part  of  it  originally  belonged  to  the  other  joint  owner  and  never 
belonged  to  the  decedent.  In  order  to  exclude  any  part  of  such  property 
from  the  gross  estate  the  executor  must  show  an  original  contribution  of 
value  by  some  person  other  than  the  decedent.  If  such  a contribution  ( 

can  be  established,  the  proportion  thereof  to  the  entire  purchase  price 
represents  the  interest  in  the  property  which  should  be  excluded  from  the 
gross  estate.  Three  cases  may  arise;  (1)  The  decedent  may  have  paid  the 
entire  purchase  price,  in  which  case  the  entire  property  should  be  included; 

(2)  the  decedent  may  have  paid  only  a portion  of  the  purchase  price,  in 
which  case  only  a corresponding  portion  of  the  property  should  be  included; 

(3)  the  decedent  may  have  paid  no  part  of  the  purchase  price,  in  which  ( 

case  no  part  of  the  property  should  be  included.  In  the  case  of  bank  de- 
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posits,  the  same  rule  applies;  that  is,  the  interest  of  the  decedent  in  the 
account  is  determined  by  the  amount  of  his  contribution.  For  example: 
An  account  of  $1,000  is  opened,  of  which  the  decedent  contributes  one-half. 
Interest  of  $40  has  accumulated  at  the  time  of  the  decedent’s  death,  and 
nothing  has  been  withdrawn.  Under  these  facts  $520  should  be  included 
in  the  gross  estate. 

344  Art.  29.  Husband  and  wife. — Property  owned  by  husband  and  wife 
as  tenants  in  the  entirety  is  governed  by  the  rule  given  above. 

The  whole  value  of  the  property  must  be  included,  in  the  absence  of  a 
showing  as  to  the  original  contributions.  An  exception  is  made,  however, 
where  property  is  conveyed  to  husband  and  wife  without  valuable  considera- 
tion, or  where  the  property  was  purchased  out  of  common  funds,  represent- 
ing the  savings  of  husband  and  wife,  or  was  the  fruit  of  joint  labor,  the 
proportion  of  the  several  contributions  having  been  lost  sight  of.  In  such 
cases  one-half  of  the  total  value  of  the  property  should  be  returned. 

PROPERTY  PASSING  UNDER  POWER  OF  APPOINTMENT. 

345  Art  30.  General  rules.— As  a general  rule,  property  passing  under 

12  a general  power  of  appointment  must  be  included  in  the  gross 

estate  of  the  person  exercising  the  power  (known  as  the  donee,  or 
appointor)  where  the  power  is  exercised  by  will,  or  by  deed  executed  in 
contemplation  of  death,  or  intended  to  take  effect  at  or  after  death.  This 
general  rule  applies  wherever  the  decedent  died  after  September  8,  1916,. 
although  the  power  was  created  prior  to  that  date.  In  certain  cases,  how- 
ever, the  transfer  is  taxable  under  the  Revenue  Act  of  1918  when  it  would 
not  be  taxable  under  the  Revenue  Act  of  1916  (See  Art.  31). 

345a  Only  property  passing  under  a general  power  should  be  included. 

A general  power  is  one  to  appoint  to  any  person  or  persons  in  the 
discretion  of  the  donee.  Where  the  donee  is  required  to  appoint  to  a 
specified  person  or  class  of  persons,  the  property  should  not  be  included 
in  his  gross  estate.  Property  appointed  under  a general  power  should  be 
included  in  the  estate  of  the  appointor,  although  the  persons  to  whom  the 
appointment  was  made  would  have  taken  the  property  had  the  power  not 
been  exercised.  A copy  of  the  instrument  granting  the  power  should  be 
filed  with  Form  706  in  all  cases  in  order  that  the  Bureau  may  determine 
whether  the  power  is  general  or  special. 

345b  Example:  The  income  of  property  is  left  to  a person  for  life,  with 
the  right  to  name  in  his  will  the  person  who  shall  receive  it  upon  his 
death.  He  exercises  this  power  in  his  will.  Upon  his  death,  if  occurring 
after  September  8,  1916,  the  property  so  appointed  should  be  included  i'n* 
his  gross  estate. 

346  Art.  31.  Special  rules — Powers  exercised  before  and  after  Feb- 
ruary 25,  1919. — The  Revenue  Act  of  1918  taxes  all  transfers  effected 

by  the  exercise  of  a general  power  of  appointment,  provided  the  exercise 
was  by  will,  or  by  deed  made  in  contemplation  of  death,  or  intended  to 
take  effect  at  or  after  death.  It  follows  that  all  transfers  of  this  character, 
where  the  decedent  died  after  February  24,  1919,  are  taxable,  and  the 
property  must  be  included  in  the  gross  estate. 
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346a  Where  the  decedent  died  between  September  8,  1916,  and  February 
25,  1919,  the  taxability  of  the  transfer  depends  upon  whether  the 
property  was  subject  to  the  claims  of  the  creditors  of  the  appointor,  in 
preference  to  the  person  or  persons  in  whose  favor  the  power  was  exercised. 
The  general  rule  is,  that  the  property  is  so  subject;  and  it  should  conse- 
quently be  included  in  the  gross  estate  unless  this  rule  has  been  abrogated 
in  the  State  whose  laws  determine  the  nature  and  effect  of  the  transfer,, 
All  such  transfers  should  be  disclosed  to  the  Bureau  in  order  that  it  may 
pass  upon  the  question  of  taxability. 

INSURANCE. 

347  Art.  32.  Taxable  insurance. — The  statute  provides  for  the  inclu- 

13  sion  in  the  gross  estate  of  certain  forms  of  insurance  taken  out  by 

the  decedent  upon  his  own  life.  Two  kinds  of  insurance  are  tax- 
able: ( a ) all  insurance  payable  to  the  estate;  ( b ) insurance  payable  to  indi- 
vidual beneficiaries  to  the  extent  that  it  exceeds  $40,000.  The  term  “in- 
surance” refers  to  life  insurance  of  every  description,  including  death 
benefits  paid  by  fraternal  beneficial  societies,  operating  under  the  lodge 
system.  Insurance  is  deemed  to  be  taken  out  by  the  decedent  in  all  cases 
where  he  pays  the  premiums,  either  directly  or  indirectly,  whether  or  not 
he  makes  the  application.  On  the  other  hand,  the  insurance  should  not 
be  included  in  the  gross  estate,  even  though  the  application  is  made  by  the 
decedent,  where  the  premiums  are  actually  paid  by  some  other  person  or 
corporation,  and  not  out  of  funds  belonging  to,  or  advanced  by,  the  de- 
cedent. Where  the  decedent  takes  out  insurance  in  favor  of  another  person 
or  corporation,  as  collateral  security  for  a loan  or  other  accommodation, 
and  the  decedent,  either  directly  or  indirectly,  pays  the  premiums  thereon, 
the  insurance  must  be  considered  in  determining  whether  there  is  an  excess 
over  $40,000.  Where  the  decedent  assigns  a policy,  and  retains  no  interest 
therein,  and  thereafter  pays  no  part  of  the  premiums,  the  insurance  will 
not  be  considered  in  determining  whether  there  is  such  a taxable  excess. 

348  Art.  33.  Insurance  in  favor  of  the  estate. — The  provision  requiring 
the  inclusion  in  the  gross  estate  of  all  insurance  receivable  by  the 

executor,  without  any  deduction,  applies  to  policies  made  payable  to  the 
decedent’s  estate  or  his  executor  or  administrator,  and  all  insurance,  re- 
gardless of  the  manner  of  execution,  which  is  in  fact  receivable  by  the 
estate,  or  which  must  be  used  to  pay  charges  against  the  estate  or  the 
expenses  of  administration.  This  provision  includes  insurance  taken  out 
to  provide  funds  to  meet  the  estate  tax,  state  inheritance  taxes,  or  any 
other  legal  charge  upon  the  estate.  The  manner  in  which  the  policy  is 
drawn  is  immaterial  so  long  as  there  is  an  obligation,  legally  binding  upon 
the  beneficiary,  to  use  the  proceeds  in  payment  of  the  charge. 

349  Art.  34.  Insurance  receivable  by  other  beneficiaries. — The  estate 
is  entitled  to  only  one  exemption  of  $40,000  upon  insurance  pay- 
able to  beneficiaries  other  than  the  executor.  For  example,  if  the  decedent 
left  life  insurance  payable  to  three  persons  in  amounts  of  $10,000,  $40,000, 
and  $50,000  (total  $100,000),  the  amount  of  $60,000  should  be  returned 
for  taxation,  which  is  the  excess  of  the  sum  of  the  three  policies  over  the 
exempted  amount.  The  word  “beneficiary,”  as  used  in  reference  to  the 
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$40,000  exemption,  means  a person  entitled  to  the  actual  enjoyment  of 
the  insurance  money. 

350  Art.  35.  Effective  date  of  insurance  provisions. — Insurance  re- 
ceivable by  the  executor  must  be  included  in  the  gross  estate  of  all 

decedents  who  died  after  September  8,  1916.  Insurance  payable  to  benefi- 
•ciaries  other  than  the  executor,  however,  need  not  be  included  in  the  gross 
estate  of  decedents  who  died  before  February  25,  1919,  the  effective  date 
of  the  Revenue  Act  of  1918,  unless  the  insurance  was  originally  payable 
to  the  estate,  and  was  transferred  by  the  decedent  to  specific  beneficiaries 
in  contemplation  of  death. 

351  Art.  36.  Valuation  of  insurance. — The  amount  to  be  returned  in 
the  case  of  any  policy  is  the  amount  actually  receivable  by  the 

executor  or  beneficiary.  In  cases  where  the  proceeds  of  a policy  are  made 
payable  to  the  beneficiary  in  the  form  of  an  annuity  for  life  or  for  a term  of 
years,  the  present  worth  of  the  annuity  at  the  time  of  death  should  be  in- 
cluded in  the  gross  estate.  For  the  method  of  computing  the  value  of 
such  an  annuity,  see  Article  20.  Where  the  insurance  contract  gives  an 
option  to  receive  a fixed  sum  of  money  in  lieu  of  an  annuity,  this  sum,  it 
accepted,  represents  the  value  of  the  insurance  for  the  purpose  of  the  tax. 
If  such  sum  is  not  accepted  the  value  of  the  annuity  is  to  be  included  in  the 
gross  estate.  Where  there  is  more  than  one  option,  and  none  of  them  is 
convertible,  the  value  of  the  insurance  should  be  determined  in  accordance 
with  the  option  actually  exercised.  . k t 

pw  ^ m w BMP &9E1I  deductions.!!  R 
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352  Art.  37.  Deductions  in  the  case  of  resident  estates. — In  the  case  of 

16  the  estates  of  residents,  the  deductions  are  made  from  the  value  of 

the  entire  gross  estate,  wherever  situated.  The  deductions  specified 
in  the  above  provisions,  contained  in  the  Revenue  Act  of  1918,  are  proper 
in  all  cases  where  the  decedent  died  on  or  after  February  25,  1919.  Where 
the  decedent  died  prior  to  February  25,  1919,  the  case  is  governed  by  the 
provisions  of  the  Revenue  Act  of  1916,  which  permits  the  following  deduc- 
tions: 

(1)  Funeral  expenses. 

(2)  Administration  expenses. 

(3)  Claims  against  the  estate. 

(4)  Unpaid  mortgages. 

(5)  Losses  from  casualty  or  theft. 

(6)  Support  of  decedent’s  dependents. 

(7)  Other  charges  against  the  estate. 

(8)  Specific  exemption  of  $50,000. 

(9)  In  the  case  of  decedents  dying  after  December  31,  1917,  public,  religious,  charitable,  sci- 
entific, literary,  and  educational  bequests. 

352a  The  provision  in  the  Revenue  Act  of  1916  for  the  deduction  of 
“such  other  charges”  than  those  previously  specified  as  may  be 
allowed  by  the  laws  of  the  jurisdiction  is  omitted  in  the  Revenue  Act  of 
1918.  Consequently,  in  the  case  of  estates  of  all  persons  dying  after  Febru- 
ary 24,  1919,  the  executor,  in  order  to  obtain  a deduction,  must  bring  the 
litem  within  one  of  the  classes  specifically  described. 
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353  Art.  38.  General  provisions  relating  to  deductions. — In  order  to 
be  deductible,  the  item  must  be  of  the  character  described  in  the 

statute;  and  it  must  also  be  one  the  payment  of  which  out  of  the  estate 
is  allowed  by  the  law  of  the  jurisdiction  administering  it.  Where  the  item 
is  not  one  of  those  described,  it  is  not  deductible  merely  because  payment 
is  allowed  by  the  local  law.  On  the  other  hand,  no  item  is  deductible  unless 
its  payment  is  so  allowed.  It  must  appear  in  every  case  either  that  pay- 
ment of  the  item  has  been  made,  or  that  such  payment  is  clearly  contem- 
plated. Where  the  amount  which  may  be  expended  for  the  particular  pur- 
pose* is  limited  by  the  local  law,  no  deduction  in  excess  of  such  limitation  is 
permissible.  Where  the  local  courts  have  approved  the  expenditure  it  will 
ordinarily  be  allowed  for  deduction.  (See  Art.  39.)  Where  the  disburse- 
ment has  not  been  made,  the  item  may  be  entered  for  deduction  where  the 
amount  is  certain,  and  it  appears  satisfactorily  that  it  will  be  paid.  No- 
deduction  may  be  taken  upon  the  basis  of  a vague  or  uncertain  estimate. 
Where  an  uncertain  or  contingent  liability,  not  allowed  as  a deduction,, 
becomes  fixed,  and  payment  is  made,  the  remedy  is  a claim  for  a refund 
of  the  excess  tax. 

354  Art.  39.  Effect  of  court  decree. — The  decision  of  a local  court 
as  to  the  amount  of  a claim  or  administration  expense  will  ordinarily 

be  accepted  where  the  court  passes  upon  the  fact  upon  which  deductibility 
depends.  Where  the  court  does  not  pass  upon  such  fact  its  decree  will, 
of  course,  not  be  followed.  For  example,  where  the  question  before  the 
court  is  whether  a claim  should  be  allowed,  the  decree  allowing  it  will  ordi- 
narily be  accepted  as  establishing  that  the  claim  is  valid  and  the  amount 
of  it.  Where,  however,  a legacy  is  left  to  an  executor  in  lieu  of  commissions, 
the  allowance  of  the  legacy  does  not  establish  that  the  executor’s  claim  for 
commissions  is  equal  to  the  amount  bequeathed,  and  that  this  amount  is 
consequently  deductible.  (See  Art.  42.)  Nor  will  the  decree  necessarily 
be  accepted  even  where  it  purports  to  decide  the  fact  upon  which  deduct- 
ibility depends.  It  must  appear  that  the  court  actually  passed  upon  the- 
merits  of  the  case.  This  will  be  presumed  in  all  cases  where  there  is  an 
active  and  genuine  contest.  Where  the  result  reached  appears  to  be  un- 
reasonable, this  is  some  evidence  that  there  was  not  such  a contest,  but 
it  may  be  rebutted  by  proof  to  the  contrary.  Where  the  decree  was  ren- 
dered by  consent,  it  will  be  accepted,  provided  the  consent  was  a bona  fide 
recognition  of  the  validity  of  the  claim — not  a mere  cloak  for  a gift — 'and 
was  accepted  by  the  court  as  satisfactory  evidence  upon  the  merits.  It 
will  be  presumed  that  the  consent  was  of  this  character,  and  was  so  accepted, 
where  it  is  made  by  all  parties  having  an  interest  adverse  to  the  claim,  when 
all  aspects  of  the  matter,  including  its  effect  upon  taxation,  are  considered. 
The  decree  will  not  be  accepted  where  it  appears  to  be  at  variance  with 
the  law  of  the  State;  as,  for  example,  if  an  allowance  is  made  to  an  executor 
in  excess  of  the  rate  prescribed  by  statute. 

355  Art.  40.  Funeral  expenses. — An  executor  may  deduct  such 
amounts  for  funeral  expenses  as  are  actually  expended  by  him, 

provided  expenditures  of  this  nature  are  a liability  of  the  estate  under  the 
laws  of  the  local  jurisdiction.  A reasonable  expenditure  by  tbe  executor 
for  a tombstone,  monument  or  mausoleum,  or  for  a burial  lot,  either  for 
himself  or  his  family,  may  be  deducted  under  this  heading,  provided  such. 
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an  expenditure  is  made  a charge  upon  the  estate  by  the  local  law.  In- 
cluded in  funeral  expenses  is  the  transportation  of  the  person  bringing  the 
body  to  the  place  of  burial. 

356  Art.  41.  Administration  expenses. — The  amounts  deductible  from 
the  gross  estate  as  “administration  expenses”  are  such  expenses  as 

are  actually  and  necessarily  incurred  in  the  administration  of  the  estate; 
that  is,  in  the  collection  of  assets,  payments  of  debts,  and  distribution 
among  the  persons  entitled.  The  expenses  contemplated  in  the  law  are 
such  only  as  attend  the  settlement  of  an  estate  by  the  legal  representative 
preliminary  to  the  transfer  of  the  property  to  individual  beneficiaries  or 
to  a trustee,  whether  such  trustee  is  the  executor  or  some  other  person. 
Expenditures  not  essential  to  the  proper  settlement  of  the  estate,  but  in- 
curred for  the  individual  benefit  of  the  heirs,  legatees,  or  devisees,  may 
not  be  taken  as  deductions.  Administration  expenses  include  (1)  exe- 
cutor’s commissions;  (2)  attorney’s  fees;  (3)  miscellaneous  expenses.  Each 
of  these  classes  is  considered  separately.  (See  Arts.  42  to  44.) 

357  Art.  42.  Executor’s  commission. — No  amount  may  be  deducted 
as  commission  in  excess  of  that  actually  paid,  or  to  be  paid.  Where 

the  commission  has  not  been  allowed  by  the  probate  court,  it  may  be 
deducted  if  its  amount  and  future  allowance  are  reasonably  certain.  In 
such  case  the  executor  must  furnish  satisfactory  evidence  at  the  time  in- 
vestigation is  made  that  an  account  will  be  filed  and  the  commission  claimed. 
Where  the  executor  does  not  intend  to  make  any  charge  upon  the  estate 
for  his  services,  or  where  he  does  not  intend  to  file  any  account  with  the 
local  court,  no  deduction  may  be  claimed. 

357a  No  deduction  may  be  made  for  trustees’  commissions,  and  an  ex- 
ecutor who  acts  as  trustee  is  not  entitled  to  deduct  the  fee  he  re- 
ceives for  his  services  in  the  latter  capacity.  The  executor’s  duties  are 
complete  when  he  has  turned  over  the  estate  or  the  proceeds  to  the  persons 
entitled  thereto.  Such  persons  may  be  beneficiaries  entitled  to  receive 
the  property  in  their  own  right,  or  trustees  entitled  to  receive  it  in  the 
right  of  their  cestuis  que  trust.  The  services  of  the  trustees,  in  character 
and  in  time  of  rendition,  are  distinct  from,  and  additional  to,  the  ordinary 
duties  of  an  executor  in  the  settlement  of  estates;  and  fees  for  such  trustees* 
services  do  no  constitute  an  expense  of  administration. 

357b  Where  a bequest  is  made  to  an  executor  in  lieu  of  commissions,  the 
deduction  of  the  amount  allowed  by  the  local  law  for  services  ren- 
dered will  be  permitted,  without  reference  to  the  amount  of  the  legacy. 
If  the  legacy  is  in  excess  of  the  amount  so  allowed,  the  excess  may  not  be 
deducted. 

357c  Where  commissions  not  actually  allowed  are  deducted  upon  the 
basis  of  reasonable  compensation,  attention  should  be  given  to  the 
size  of  the  estate,  the  character  of  the  property,  the  amount  of  workjper- 
formed  by  the  executor,  and  the  commissions  allowed  in  the  case  of  similar 
estates.  The  value  of  the  real  estate  should  not  be  taken  into  account 
in  estimating  the  commission  unless  it  has  actually  passed  through  the 
executor’s  hands,  or  there  is  a mandatory  provision  in  the  will,  or  a court 
decree,  directing  its  sale,  and  commissions  are  allowed  by  the  local  law. 
357d  Where  the  allowance  of  a commission  is  based  upon  services  in 
relation  to  income  of  the  estate,  as  well  as  principal,  the  entire 
commission  is  deductible. 
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358  Art.  43.  Attorney’s  fee. — Deduction  may  be  taken  for  an  attor- 
ney’s fee  for  services  rendered  to  the  executor  or  administrator,  in 

his  official  capacity,  to  the  extent  that  such  fees  are  allowed  by  the  laws 
of  the  local  jurisdiction.  Fees  may  be  deducted,  although  not  allowed 
by  decree  of  court,  provided  they  are  reasonable  in  amount,  and  have 
actually  been  paid,  or  will  be  paid.  Where  the  disbursement  has  not  been 
made,  the  executor  must  furnish  at  the  time  of  the  investigation  satisfactory 
evidence  that  payment  will  be  made,  and  the  amount  of  such  payment. 
358a  The  fees  of  an  attorney  employed  by  the  executor  to  conserve  the 
assets  of  the  estate,  to  resist  claims,  and  to  defend  the  will  may  be 
deducted,  since  these  are  duties  which  the  executor  is  required  to  perform. 
The  cost  of  litigation  instituted  by  the  beneficiaries  as  to  the  amount  of 
their  respective  interests  may  not  be  deducted,  since  expenses  of  this  char- 
acter are  properly  charges  against  the  beneficiaries  personally,  rather  than 
against  the  general  estate. 

359  Art.  44.  Miscellaneous  administration  expenses. — This  item  in- 
cludes expenses  incident  to  court  proceedings,  or  the  administra- 
tion of  the  estate,  such  as  court  costs,  surrogates’  fees,  accountants’  fees, 
appraisers’  fees,  clerk  hire,  etc.  Expenses  necessarily  incurred  in  dis- 
tributing the  estate  are  deductible.  This  includes  the  cost  of  storing  or 
maintaining  property  of  the  estate,  where  it  is  impossible  to  effect  imme- 
diate distribution  to  the  beneficiaries.  Expenses  for  preserving  and  caring 
for  the  property  may  be  deducted,  but  do  not  include  additions  or  improve- 
ments; nor  will  such  expenses  be  allowed  for  a longer  period  than  the  exe- 
cutor is  required  to  retain  the  property.  A brokerage  fee  for  selling  prop- 
erty of  the  estate  is  deductible  where  the  sale  is  necessary  in  order  to  pay 
the  decedent’s  debts,  or  the  expenses  of  administration,  or  to  effect  dis- 
tribution. Other  expenses  attending  the  sale  are  deductible,  such  as  the 
fees  of  an  auctioneer,  where  it  is  reasonably  necessary  to  employ  one. 

360  Art.  45.  Claims  against  the  estate. — The  amounts  that  may  be 
deducted  under  this  heading  are  such  only  as  represent  personal 

obligations  of  the  decedent  existing  at  the  time  of  his  death,  whether  then 
matured  or  not.  Obligations  contracted  by  the  executor  are  not  deduct- 
ible. Only  such  claims  as  are  actually  enforcible  against  the  estate  may 
be  deducted. 

361  Art.  46.  Taxes.— Taxes  upon  real  property  should  be  accrued  to 
the  date  of  death.  This  is  done  by  ascertaining  the  time  between 

the  first  day  of  the  taxable  period  wherein  the  death  occurs  and  the  date 
of  death,  and  computing  the  proportion  of  the  entire  tax  which  this  period 
bears  to  the  entire  taxable  period.  Such  proportion  of  the  tax  has  accrued 
upon  the  date  of  death,  and  is  deductible. 

361a  Taxes  upon  personal  property  are  either  wholly  deductible,  or  are 
not  deductible  at  all,  depending  upon  whether  the  tax  did,  or  did 
not,  become  the  personal  obligation  of  the  taxpayer  in  his  lifetime.  If 
the  tax  became  his  personal  obligation  during  his  life,  the  whole  amount 
is  deductible  as  a claim  against  his  estate.  If  it  did  not  become  such  per- 
sonal obligation  in  his  lifetime,  no  part  of  it  is  deductible.  The  question 
when  the  tax  became  the  personal  obligation  of  the  taxpayer  depends  upon 
the  law  of  the  jurisdiction  where  the  decedent  was  domiciled  at  the  time 
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of  his  death.  Prima  facie,  the  date  when  the  tax  became  the  personal  obli- 
gation of  the  taxpayer  is  the  date  when  the  assessment  was  laid. 

36 1 b In  the  case  of  federal  taxes  upon  income,  the  tax  upon  income 

received  or  accrued  during  the  decedent’s  lifetime  constitutes  the 
personal  obligation  of  the  decedent,  and  is  deductible.  Taxes  upon  in- 
come received  after  the  decedent’s  death  are  not  deductible.  No  estate, 
succession,  legacy,  or  inheritance  tax  is  deductible. 

362  Art.  47.  Unpaid  mortgages.— The  full  amount  of  unpaid  mort- 
gages on  property  included  in  the  gross  estate  should  be  deducted 

under  this  heading,  including  interest  which  had  accrued  at  the  time  of 
death,  whether  payable  at  that  time  or  not.  Interest  should  be  computed 
upon  the  basis  of  365  days  to  the  year.  The  full  value  of  the  real  estate, 
without  any  deduction  for  mortgages,  must  be  returned  as  part  of  the 
gross  estate.  As  real  property  situated  outside  of  the  United  States  is 
not  part  of  the  gross  estate,  the  amount  of  mortgages  upon  such  property 
should  be  deducted  only  where  the  decedent  was  personally  liable  for  the 
mortgage  debt. 

363  Art.  48.  Losses  from  casualty  or  theft. — There  may  be  deducted 
under  this  heading  losses  incurred  during  the  settlement  of  the 

estate  arising  from  fires,  storms,  shipwreck,  or  other  casualty,  or  from 
theft,  when  such  losses  are  not  compensated  by  insurance  or  otherwise. 
If  the  loss  is  partly  compensated,  the  excess  of  the  loss  over  such  compensa- 
tion may  be  deducted.  Losses  not  of  the  nature  described  are  not  deduct- 
ible. Losses  sustained  by  reason  of  depreciation  in  the  value  of  the  assets 
of  the  estate  subsequent  to  the  decedent’s  death  are  not  deductible.  The 
term  “casualty”  includes  only  losses  of  a fortuitous  and  unusual  character, 
such  as  result  from  violence,  or  from  a disaster  which  could  not  be  foreseerr 
or  prevented  by  the  exercise  of  reasonable  care.  Losses  due  to  the  death 
of  animals  from  disease  are  deductible.  In  order  to  be  deductible  a loss: 
must  occur  during  the  settlement  of  the  estate.  Where  property  has  been 
delivered  to  the  beneficiary,  settlement  has  been  effected,  and  no  deduction, 
may  be  had  for  loss  of  the  property. 

364  Art.  49.  Support  of  dependents. — The  support  during  the  settle- 
ment of  the  estate  of  dependents  of  the  decedent  should  be  de- 
ducted, but  pursuant  to  the  following  rules: 

364a  (1)  In  order  to  be  deductible,  the  allowance  must  be  authorized 

by  the  laws  of  the  jurisdiction  in  which  the  estate  is  being  admin- 
istered; and  no  sum  is  deductible  in  excess  of  the  amount  so  authorized, 
whether  actually  expended  or  not. 

364b  (2)  The  only  subject  for  deduction  is  money  thus  allowed  and  paid. 

The  turning  over  of  furniture  or  other  personal  property,  although 
under  the  authority  of  a statute  is  not  a proper  subject  for  deduction. 

364c  (3)  The  amount  sought  to  be  deducted  must  be  reasonably  re- 

quired for  support.  This  means  that  the  alleged  dependent  shall 
actually  require  the  allowance  for  his  support.  Mere  relationship  to  the 
decedent  is  not  enough.  A person  is  not  dependent  where  he  has  means 
of  his  own  sufficient  to  support  him  according  to  his  station  in  life.  This 
implies,  however,  the  possession  of  income , either  from  property  or  earn- 
ings, sufficient  to  support  him  according  to  his  scale  of  living  at  the  time 
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of  the  decedent’s  death.  A person  is  not  removed  from  the  dependent 
class  by  the  possession  of  property,  which  he  might  sell  or  mortgage.  Where 
a person  is  thus  dependent  at  the  time  of  the  allowance,  it  does  not  affect 
the  deduction  that  he  subsequently  comes  into  the  possession  of  money  or 
property,  through  the  distribution  of  the  estate  or  otherwise.  The  whole 
amount  of  the  allowance  is  deductible,  whether  paid  in  one  sum  or  in  in- 
stallments. 

364d  (4)  The  money  must  be  actually  expended  for  support.  This 

means  that  the  executor  or  administrator  must  pay  it  to  the  persons 
entitled.  After  the  payment  has  been  made,  the  deduction  of  the  sum 
is  proper,  and  is  not  affected  by  the  fact  that  the  dependents  do  not  use  the 
whole  of  it  during  the  period  of  administration. 

PROPERTY  PREVIOUSLY  TAXED. 

365  Art.  50.  Property  taxed  within  five  years. — There  may  be  deducted 
17  from  the  gross  estate  under  this  heading  an  amount  equal  to  the  value 

at  the  time  of  the  decedent’s  death  of  any  property  which  can  be 
identified  as  having  been  received  by  him  as  a share  in  the  estate  of  any 
person  who  died  within  five  years  prior  to  the  decedent’s  death,  if  an  estate 
tax  under  the  Revenue  Act  of  1917  or  the  Revenue  Act  of  1918  was  collected 
from  such  estate.  There  may  also  be  deducted  an  amount  equal  to  the  value 
of  property  which  can  be  identified  as  having  been  acquired  by  the  decedent 
in  exchange  for  property  received  as  a share  in  the  estate  of  such  a prior 
decedent.  In  order  to  establish  the  right  to  this  deduction  it  must  be 
shown — 

(1)  That  the  two  deaths  occurred  within  five  years  of  each  other; 

(2)  That  the  first  decedent  died  after  October  3,  1917,  the  date  of  the  pas- 
sage of  the  Revenue  Act  of  1917,  and  that  the  second  decedent  died  after 
February  24,  1919,  the  date  of  the  passage  of  the  Revenue  Act  of  1918; 

(3)  That  an  estate  tax  has  actually  been  collected  from  the  estate  of  the 
prior  decedent  (the  mere  filing  of  a return  for  such  an  estate  not  being  suffi- 
cient); and 

(4)  That  the  property  received  from  the  prior  estate  was  returned  as 
part  of  the  gross  estate  of  the  prior  decedent,  and  the  property  the  value 
of  which  is  sought  to  be  deducted,  or  property  taken  in  exchange  therefor, 
has  been  included  in  the  gross  estate  of  the  second  decedent. 

365a  The  statute  limits  the  deduction  to  the  value  of  property  which 
can  be  identified  by  the  executor  as  having  been  received  or  acquired 
in  the  manner  described.  The  burden  rests  upon  the  executor  of  proving 
that  the  estate  is  entitled  to  this  deduction. 

366  Art.  51.  Property  originally  received.— If  the  property  originally 
received  from  the  prior  estate  is  included  in  the  decedent’s  gross 

estate,  the  executor  must  describe  it  fully,  and  prove  its  identity  with  the 
property  received  from  the  prior  estate.  The  value  to  be  deducted  is  the 
value  at  the  time  of  the  second  decedent’s  death. 

367  Art.  52.  Property  acquired  in  exchange. — The  deduction  for  sub- 
stituted property  is  limited  to  property  acquired  in  exchange  for  the 

identical  property  received  from  the  estate  of  the  prior  decedent.  Where 
there  is  a subsequent  exchange,  the  right  to  deduction  is  lost.  Where, 
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however,  property  is  sold,  and  the  proceeds  immediately  invested  in  other 
property,  the  property  purchased  is  deemed  to  be  taken  in  exchange,  and 
its  value  is  deductible. 

367a  In  the  case  of  an  exchange  the  executor  must  describe  and  identify 
fully  both  the  property  originally  received  from  the  prior  estate  and 
the  property  acquired  in  exchange  therefor.  He  must  also  state  the  date 
and  nature  of  the  transaction  by  which  the  exchange  was  effected,  the  name 
and  address  of  the  transferee,  and  the  consideration,  if  any,  given  or  re- 
ceived by  the  decedent  in  addition  to  the  property  received  from  the  prior 
estate.  If  the  exchange  was  made  by  written  instrument  of  public  record, 
a precise  reference  must  be  made  to  the  record  containing  the  instrument, 
and  if  by  instrument  not  of  record  a copy  of  the  instrument  must  be  sup- 
plied. If  there  was  no  written  instrument,  an  affidavit  as  to  facts  of  the 
exchange  by  one  or  more  persons  having  personal  knowledge  of  the  matter 
must  be  furnished. 

367b  If  at  the  time  of  exchange  the  decedent  gave  a consideration  in 
addition  to  the  property  received  from  the  prior  estate,  and  acquired 
property  of  greater  value  than  the  property  so  received,  there  may  be  de- 
ducted the  proportion  of  the  value  of  the  property  received  in  exchange 
which  the  value  of  the  original  property  bears  thereto. 

CHARITABLE  AND  SIMILAR  BEQUESTS. 

368  Art.  53.  Public,  charitable,  and  similar  bequests. — Bequests  to  relig- 
18  ious,  charitable,  scientific,  literary,  or  educational  corporations  are 

deductible  only  if  the  corporation  is  organized  or  operated  exclusively 
for  one  of  the  purposes  specified  (see  Art.  54).  Similarly,  in  the  case  of  a 
trust,  the  trust  must  be  exclusively  for  such  purposes.  It  does  not  prevent 
deduction,  however,  that  the  property  placed  in  trust  is  also  subject  to 
another  trust  for  a private  purpose.  Thus,  where  money  or  property  is 
placed  in  trust  to  pay  the  income  to  an  individual  during  life,  and  then  to 
pay  or  deliver  the  same  to  a charitable  corporation,  or  apply  the  principal 
to  a charitable  purpose,  the  charitable  bequest  or  devise  forms  the  basis  for 
a deduction.  The  amount  of  the  deduction,  in  such  case,  is  the  value,  at  the 
date  of  the  decedent’s  death,  of  the  remainder  interest  in  the  money  or 
property  which  is  devised  or  bequeathed  to  charity.  For  the  manner  of 
determining  the  value  of  such  remainder  interest,  see  Article  20.  Gifts 
made  in  the  decedent’s  lifetime  are  deductible  only  if  made  in  contemplation 
of  death,  or  intended  to  take  effect  at  or  after  death,  and  the  property  is 
consequently  included  in  the  gross  estate.  Gifts  made  in  satisfaction  of  a 
legacy  are  also  deductible.  The  deduction  is  not  limited  in  the  case  of  the 
estates  of  residents  to  bequests  to  domestic  corporations  or  to  trustees  for 
use  within  the  United  States. 

369  Art.  54.  Religious,  charitable,  scientific,  and  educational  corpora- 
tions.— In  order  to  be  exempt  the  corporation  or  association  must 

meet  three  tests:  (1)  it  must  be  organized  and  operated  for  one  or  more  of 
the  specified  purposes;  (2)  it  must  be  organized  and  operated  exclusively 
for  such  purposes;  and  (3)  no  part  of  its  income  must  inure  to  the  benefit  of 
private  stockholders  or  individuals. 

369a  (1)  Charitable  corporations  include  an  association  for  the  relief  of 

the  families  of  clergymen,  even  though  the  latter  make  a contribu- 
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tion  to  the  fund  established  for  this  purpose;  or  for  furnishing  the  services  of 
trained  nurses  to  persons  unable  to  pay  for  them;  or  for  aiding  the  genera 
body  of  litigants  by  improving  the  efficient  administration  of  justice. 
Educational  corporations  include  an  association  whose  sole  purpose  is  the 
instruction  of  the  public,  even  if  it  merely  disseminates  propaganda  on  a 
single  question.  Thus  an  association  inculcating  prohibition  or  protectionist 
principles  is  exempt.  The  same  is  true  of  an  association  to  promote  ac- 
quaintance with  the  Spanish  language  and  literature,  although  it  has  in- 
cidental amusement  features;  of  an  association  to  increase  knowledge  of  the 
civilization  of  another  country;  and  of  a Chautauqua  association  whose 
primary  purpose  is  to  give  lectures  on  subjects  useful  to  the  individual  and 
beneficial  to  the  community,  and  whose  amusement  features  are  incidenta 
to  this  purpose.  Societies  designed  to  encourage  the  performance  of  first- 
class  orchestral  music  are  not  exempt,  the  purpose  being  merely  to  provide 
a high  grade  of  entertainment.  Scientific  corporations  include  an  associa- 
tion for  the  scientific  study  of  law,  to  the  end  of  improvement  in  its  ad- 
ministration. 

369b  (2)  Where  a religious  corporation  owns  a large  quantity  of  farm 

land  and  works  it,  and  also  manufactures  and  sells  clothing  and  other 
articles  for  profit,  it  is  not  operated  exclusively  for  religious  purposes  and 
is  not  exempt,  even  though  its  property  is  held  in  obmmon  and  its  profits 
do  not  inure  to  the  benefit  of  individual  members  of  the  society. 

369c  (3)  It  does  not  prevent  exemption  that  private  individualsy  for 

whose  benefit  a charity  is  organized,  receive  the  income  of  the  cor- 
poration or  association.  The  statute  refers  to  individuals  having  a personal 
and  private  interest  in  the  activities  of  the  corporation,  such  as  stockholders. 
If,  however,  a corporation  issues  “voting  shares,”  which  entitle  the  holders 
upon  the  dissolution  of  the  corporation  to  receive  the  proceeds  of  its  prop- 
erty, including  accumulated  income,  the  right  to  exemption  does  not  exist, 
even  though  the  by-laws  provide  that  the  shareholders  shall  not  receive  any 
dividend  or  other  return  upon  their  shares. 

: ; ledupsd  ■ 'id j>  f n nn  j tmi  ?38oqujq  9ld£Jnf»n3  i 

37  0 Art.  55.  Proof  of  exemption. — In  order  to  prove  his  rightjto  this 
deduction  the  executor  must  submit: 

(1)  Certified  copy  of  the  will  of  the  decedent,  or  the  instrument  of  gift 
in  the  case  of  a transfer  of  property  in  contemplation  of  death. 

(2)  A receipt,  statement,  or  other  documentary  evidence  to  show  the 
beneficiary’s  receipt  of,  or  intention  to  accept,  the  legacy,  devise,  or  gift. 

(3)  Affidavit  of  the  executor  stating  whether  any  action  has  been  in- 
stituted to  contest  the  will,  or  whether,  according  to  his  information  and 
belief,  any  such  action  is  contemplated. 

(4)  Such  other  document  or  evidence  as  may  be  specified  by  the  Bureau. 

371  Art.  56.  Conditional  bequests. — Where  the  bequest,  legacy,  devise, 
or  gift  is  dependent  upon  the  performance  of  some  act,  or  the  happen- 
ing of  some  event,  in  order  to  become  effective  it  is  necessary  that  the  per- 
formance of  the  act  or  the  occurrence  of  the  event  shall  have  taken  place 
before  the  deduction  can  be  allowed.  Where,  by  the  terms  of  the  bequest, 
devise  or  gift,  it  is  subject  to  be  defeated  by  a subsequent  act  or  event,  no 
deduction  will  be  allowed. 
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372  Art.  57.  Effective  date. — The  deduction  may  be  claimed  by  the 
estates  of  all  decedents  dying  after  December  31,  1917.  Where  the  tax 

has  been  paid  without  taking  the  deduction  a claim  for  refund  may  be 
made,  as  provided  by  Article  110. 

SPECIFIC  EXEMPTION. 

373  Art.  58.  Specific  exemption. — There  may  be  deducted  from  the  gross 
19  estate  of  all  resident  decedents  a specific  exemption  of  $50,000.  No 

part  of  this  exemption  is  allowed  in  the  case  of  nonresident  decedents. 
(See  Art.  59.)  If  more  than  one  return  is  made  for  purposes  of  the  tax,  the 
exemption  may  be  taken  only  once. 

DEDUCTIONS  IN  THE  CASE  OF  NONRESIDENT  ESTATES. 

374  Art.  59.  Manner  of  making  deduction. — The  gross  estate  of  a resi- 

21  dent  and  of  a nonresident  are  made  up  in  the  same  way.  In  ascer- 

taining the  net  estate,  however,  which  is  subject  to  tax,  there  is  a 

radical  difference  between  the  two  cases.  Whereas  the  net  estate  in  the 
case  of  a resident  is  determined  by  making  the  specified  deductions  from 
the  entire  gross  estate,  the  net  estate  in  the  case  of  a non-resident  is  de- 
termined by  making  the  deductions  from  the  value  of  so  much  of  the  gross 
estate  as  is  situated  in  the  United  States.  Thus,  in  substance,  the  statute 
attempts  to  tax  only  the  transfer  of  so  much  of  the  estate  of  a nonresident 
as  is  situated  in  the  United  States.  On  the  other  hand,  nonresident  estates 
are  not  entitled  to  the  specific  exemption  of  $50,000. 

375  Art.  60.  Situs  of  property. — The  situs  of  property,  both  real  and 
personal,  for  the  purpose  of  the  tax  is  its  actual  situs.  Stock  in  a 

domestic  corporation,  and  insurance  payable  by  a domestic  insurance  com- 
pany, constitute  property  situated  in  the  United  States,  although  owned  by, 
or  payable  to,  a nonresident.  A domestic  corporation  or  insurance  com- 
pany is  one  created  or  organized  in  the  United  States.  Bonds  actually 
situated  in  the  United  States,  moneys  on  deposit  with  domestic  banks  and 
moneys  due  on  open  accounts  by  domestic  debtors  constitute  property  sub- 
ject to  tax. 

375a  Where  insurance  is  payable  to  the  estate,  all  insurance  in  domestic 
companies  should  be  included  in  the  gross  estate.  Where  insurance 
is  payable  to  indivduals  other  than  the  executor,  there  should  be  included  in 
the  gross  estate  only  the  excess  of  domestic  insurance  over  the  sum  of  $40,- 
000.  Foreign  insurance  is  not  considered. 

375b  Example:  The  testator  leaves  $30,000  of  insurance  in  domestic 

companies  and  $30,000  of  insurance  in  foreign  companies,  payable  in 
each  case  to  individual  beneficiaries.  As  the  domestic  insurance  does  not 
exceed  $40,000,  there  is  nothing  to  be  included  in  the  gross  estate. 

375c  Example:  The  testator  leaves  $50,000  of  insurance  in  domestic 

companies  and  $50,000  of  insurance  in  foreign  companies,  payable  in 
each  case  to  individual  beneficiaries.  There  should  be  included  in  the  gross 
estate  $10,000  being  the  excess  of  the  domestic  insurance  over  $40,000. 

37 5d  Any  property  of  which  the  decedent  has  made  a transfer,  or  with 
respect  to  which  he  has  created  a trust,  in  contemplation  of,  or  to 
take  effect  at  or  after,  death,  is  deemed  to  be  situated  in  the  United  States 
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if  so  situated  either  at  the  time  of  the  transfer  or  the  creation  of  the  trust, 
or  at  the  time  of  the  decedent’s  d$ath. 

376  Art.  61.  Deduction  for  claims  and  expenses.— The  character  of  the 

deduction  is  the  same  as  in  the  case  of  resident  estates  (see  Arts.  37  to 
49).  It  is  immaterial  whether  .the  expenditures  are  incurred  or  paid  in 
this  country  or  elsewhere.  The  deduction,  however,  is  subject  to  limitations 
which  do  not  apply  in  the  case,  of  a resident  estate.  Only  that  proportion 
of  the  claims  and  expenses  is  deductible  .which  the  value  of  the  property 
situated  in  the  United  .States  bears  to  the  value  of  the  entire  gross  estate, 
wherever  situated;  and  in  no  event  m^y  a .sum  be  deducted  in  excess  of  10 
per  cent  of  the  value  of  the  property  situated  in  the  United  States.  This 
10  per  cent  limitation  does  not  apply  to  the  deductions  subsequently  consi- 
dered. (See  Arts.  62,  63.) 

377  Art.  62.  Property  previously  taxed.— The  value  of  property  owned 
22  by  a nonresident  person,  dying  after  October  3,  1917,  or  forming  part 

of  the  gross  estate  of  the  decedent,  may.  be  deducted  within  the  limi- 
tations prescribed  with  reference  to. resident  estates  (see  Art.  50),  and  subject 
to  the  further  condition  that. the,  property  shall  have  been  situated  in  the 
United  States  at  the  time  of  the  death  of  the  second  decedent.  The  detailed 
rules  for  deductions  in  the  case  of  nonresident  estates  are  consequently  as 
follows: 

(1)  That  the  two  deaths,  occurred  within  five  years  of  each  other. 

(2)  That  the  first  decedent  died:  after  October  3,  1917,  and  that  the 
second  decedent  died  after  February  24,  1919. 

(3)  That  an  estate  tax  has  actually  been  collected  from  the  estate  of  the 
first  decedent  (the  mere  filing,  of  a return.rnot  being  sufficient). 

(4)  That  the  property  originally  received  from  the  prior  estate  has  been 
returned  as  part  of  the  gross  estate  of  the  prior  decedent,  and  that  the 
property  sought  to  be  deducted  js  either  the  identical  property  so  returned 
or  was  taken  in  exchange  for  such  property;  and 

(5)  That  the  property  sought  to  be  deducted  shall  have  been  situated 
in  the  United  States  at  the  time  of  the  dearth  of  the  present  decedent. 

377a  For  the  rules  determining  when  property  is  acquired  in  exchange, 

within  the  meaning  of  the  statute,  see  Article  52. 

378  Art.  63.  Public,  charitable,  or  similar  gifts. — Where  the  bequest  is 
23  to  a corporation,  it  is  limited  to  a domestic  corporation;  that  is,  one 

created  or  organized  in.  the  United  States.  Where  the  bequest  is  to 
a trustee,  it  must  be  for  use  exclusively  within  the  United  States.  The 
requirements  are  different  ^nd  should  not  be  confused.  The  first  relates  to 
the  character  of  the  donee;  the  second  to  the  character  of  the  use  of  the 
gift.  With  these  exceptions  the  rules  for  deduction  are  the  same  as  in  the 
case  of  resident  estates  (see  Arts.  53,  54). 

378a  This  deduction  applies^  to'  the  estates  of  all  decedents  dying  after 
December  31,  1917.  In  the  case  of  any  estate  entitled  to  the  de- 
duction which  paid  the  tax  without  receiving  the  benefit  of  the  right,  the 
excess  tax  will  be  refunded  upon  filing  of  claim  for  refund. 

379  Art.  64.  Determination  of  net^estate.— The  following  example  will 
show  the  manner  of  determining  the  net  estate,  subject  to  tax,  of  a 

nonresident  decedent.  The  gross  estate  of  the  decedent,  wherever  situated, 
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amounts  to  $1,000,000,  of  which  the  property  in  the  United  States,  Hawaii, 
and  Alaska  amounts  to  $200,000.  The  total  legal  deduction  for  claims  and 
expenses  (see  Art.  61)  amounts  to  $75,000;  and  there  are  charitable  bequests, 
for  use  within  the  United  States,  amounting  to  $25,000.  Inasmuch  as  the 
property  in  the  United  States,  Hawaii,  and  Alaska  constitutes  20  per  cent 
of  the  entire  gross  estate,  one-fifth  of  the  total  deductions  for  claims  and 
expenses  is  the  proportionate  share  corresponding  to  this  property.  This 
proportion  amounts  to  $15,000;  and  as  this  amount  does  not  exceed  ten 
per  cent  of  the  property  situated  in  the  United  States,  Hawaii,  and  Alaska, 
the  entire  amount  is  deductible.  The  following  result  is  accordingly 


obtained: 

Gross  estate  within  the  United  States $200,000 

Proportion  of  deductions  for  claims  and  expenses  under 

subdivision  1 $15,000 

Charitable  bequests  in  United  States 25,000 

40,000 


Net  estate  subject  to  tax 160,000 


37  9a  The  tax  on  this  amount  should  be  computed  in  the  manner  previ- 
ously provided  for  residents  estates.  (See  Art.  8.) 

379b  In  the  example  given,  if  the  total  legal  deductions  for  claims  and 
expenses  had  amounted  to  $150,000,  the  proportionate  amount  of 
deductions,  $30,000,  would  not  have  been  deductible,  inasmuch  as  this 
would  have  exceeded  ten  per  cent  of  the  property  in  the  United  States, 
Hawaii,  and  Alaska.  In  such  case  the  total  amount  of  the  deductions 
allowable  for  claims  and  expenses  would  have  been  ten  per  cent  of  the  gross 
estate  within  the  United  States,  or  $20,000,  making,  with  the  charitable 
bequests  of  $25,000,  a total  deduction  of  $45,000.  The  net  estate  subject 
to  tax  would  accordingly  have  been  $155,000,  instead  of  the  amount  given 
in  the  example. 

380  Art.  65.  Payment  of  tax. — The  regulations  with  reference  to  rates 
of  tax  and  payment  are  the  same  in  the  case  of  estates  of  nonresidents 

as  of  residents.  The  statute  provides  that  the  executor  shall  pay  the  tax. 
If  no  executor  or  administrator  has  been  appointed  in  the  United  States, 
every  person  in  the  United  States  in  possession  of  any  part  of  the  decedent’s 
gross  estate  is  constituted  an  executor  for  the  purpose  of  tax  payment,  and 
is  liable  for  the  tax  upon  the  transfer  of  the  portion  of  the  gross  estate  in 
his  possession.  All  checks  should  be  made  payable  to  the  order  of  the 
Commissioner  of  Internal  Revenue.  Such  checks  should  be  certified. 
Acceptance  of  the  check  discharges  the  tax  only  in  case  subsequent  investiga- 
tion and  audit  disclose  that  the  correct  amount  has  been  paid.  (See  Art. 
90.) 

SIXTY-DAY  NOTICE— RESIDENT  ESTATES. 

381  Art.  66.  When  notice  required. — A preliminary  notice,  called  the  60- 
27  day  notice,  is  required  to  be  filed  in  the  case  of  every  resident  dece- 
dent who  died  on  or  after  February  25,  1919,  the  gross  amount  of 

whose  extate  exceeds  $50,000.  This  notice  must  be  filed  in  duplicate  with 
the  collector  in  whose  district  the  decedent  had  his  domicile  at  the  time  of 
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death.  Where  there  is  doubt  as  to  whether  the  gross  estate  exceeds  $50,000, 
the  notice  should  be  filed,  as  matter  of  precaution,  in  order  to  avoid  penalties. 
381a  Prior  to  February  25,  1919,  the  notice  was  required  if  the  gross 
estate  exceeded  $60,000,  or  if  there  was  any  net  estate  after  the 
deductions  allowed  by  law,  including  the  $50,000  exemption,  had  been 
taken.  These  provisions  are  not  now  in  effect  except  to  determine  delin- 
quency under  previous  acts. 

381b  In  the  case  of  the  estates  of  nonresident  decedents,  notice  is  re- 
quired if  there  is  any  property  situated  in  the  United  States,  without 
reference  to  its  value. 

382  Art.  67.  Notice  by  executor  or  administrator. — The  executor  or  ad- 
ministrator of  an  estate  is  required  to  file  notice  on  Form  704  within 

60  days  of  his  appointment  by  the  court,  or  of  coming  into  possession  of 
any  property  of  the  estate,  whichever  event  occurs  first.  The  primary 
purpose  of  the  notice  is  to  advise  the  Government  of  the  existence  of  taxable 
estates,  and  filing  should  not  be  delayed  beyond  the  60-day  period  because 
of  uncertainty  as  to  the  exact  value  of  the  assets.  Since  the  filing  of  the 
notice  within  the  prescribed  period  is  mandatory,  the  estimate  of  the  gross 
estate  called  for  by  the  notice  is  merely  the  best  approximation  of  value 
which  can  be  made  within  the  time  allowed.  The  instructions  upon  the 
back  of  the  form  should  be  read  carefully  before  executing  the  notice.  The 
signature  of  one  executor  or  administrator  upon  Form  704  is  sufficient.  For 
penalties  for  delinquency  in  filing  notice,  or  filing  of  false  or  fradulent  notice, 
see  Articles  103  and  104. 

383  Art.  68.  Notice  by  others  than  the  executor  or  administrator. — The 

notice  upon  Form  704  must  be  filed  by  others  than  the  executor  or 
administrator  if  either  of  the  following  situations  exists: 

(1)  No  executor  or  administrator  has  been  appointed. 

(2)  There  is  property  included  in  the  gross  estate,  as  defined  by  statute, 
which  has  not,  and  will  not,  come  into  the  custody  and  control  of  the 
executor. 

333a  In  these  cases,  the  persons  in  possession  of  the  property  included 
in  the  gross  estate  are  executors,  within  the  meaning  of  the  statute, 
for  the  purpose  of  filing  the  notice. 

384  Art.  69.  Notice  when  no  executor  appointed.— Where  no  executor  or 
or  administrator  has  been  appointed,  the  person  taking  possession  of 

property  at  the  time  of  death  is  required  to  file  notice  within  60  days  of  the 
date  of  death.  The  notice  must  be  filed  whether  possession  of  the  property 
was  held  at  the  date  of  death,  or  was  acquired  thereafter.  The  notice  on 
Form  704  [Page  68]  must  be  filed  by  such  persons  in  any  case  where  an 
executor  or  administrator  has  not  been  appointed  within  60  days  of  the 
decedent’s  death,  although  one  is  appointed  subsequently.  Where  an 
executor  or  administrator  is  appointed  within  the  60-day  period,  the  duty 
of  filing  the  notice  devolves  upon  him;  and  all  other  persons  are  relieved 
from  liability  to  file  with  respect  to  property  coming  into  the  custody  and 
control  of  the  executor  or  administrator. 

385  Art.  70.  Notice  where  property  not  within  executor’s  control. — 

Where  there  is  property  that  will  not  come  into  the  custody  and 
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control  of  the  executor,  but  which  is  included  in  the  gross  estate  as  defined  by 
the  statute,  the  notice  on  Form  704  [Page  68]  must  be  filed  within  60  days  of 
the  date  of  death  by  the  person  in  possession  or  control  of  the  property  at 
the  time  of  death. 

385a  The  persons  required  to  file  Form  704,  in  compliance  with  this 
requirement,  include  the  following: 

(1)  The  surviving  husband  or  wife  in  the  case  of  property  owned  as 
tenants  in  the  entirety. 

(2)  Donees  who  have  received  within  two  years  prior  to  the  decedent’s 
death  any  gift  of  material  value  from  the  decedent,  or  who  have  received 
at  any  time  whatever  gifts  made  by  the  decedent  in  contemplation  of  death 
or  intended  to  take  effect  at  or  after  death. 

(3)  Trustees  holding  property  conveyed  during  lifetime  by  decedent  in 
contemplation  of  death,  or  with  intent  to  provide  for  others  at  or  after  the 
decedent’s  death,  regardless  of  the  date  of  execution  of  the  instrument 
making  the  conveyance. 

(4)  Fiduciaries  holding  property  of  any  kind  jointly  for  the  decedent 
and  another  or  others.  Example:  A savings  bank  holding  a joint  account 
in  the  name  of  the  decedent  and  another,  payable  to  either  or  to  the  survivor, 
must  file  Form  704  for  the  full  amount  of  the  account. 

(5)  Trustees  having  in  charge  property  over  which  the  decedent  exercised 
a general  power  of  appointment,  and  which  will  not  come  into  the  possession 
and  control  of  the  executor  or  administrator. 

(6)  Beneficiaries  other  than  the  executor  who  receive  insurance  upon  the 
decedent’s  life,  provided  the  total  amount  of  the  insurance  receivable  by  all 
such  beneficiaries  exceeds  $40,000. 

385b  The  primary  duty  of  filing  notice  with  respect  to  property  which 
will  not  come  into  the  executor’s  control  rests  upon  the  person  ac- 
tually in  possession  at  the  time  of  death.  It  is  the  duty  of  the  succeeding 
owner,  however,  where  property  of  this  character  is  held  at  the  time  of 
death  by  an  agent  or  fiduciary,  to  give  notice  within  60  days  of  the  date  of 
taking  possession,  unless  he  finds  that  notice  has  already  been  filed.  For 
example,  the  appointee  of  property,  under  a general  power  of  appointment 
exercised  by  the  decedent,  should  file  notice  within  60  days  of  receiving 
possession,  unless  the  notice  has  already  been  filed. 

386  Art.  71.  Insurance  companies’  60-day  notice. — Sixty-day  notice 
upon  Form  787  must  be  filed  by  every  insurance  company  which  pays 
insurance  upon  the  life  of  a resident  decedent  to  beneficiaries  other  than 
the  executor  or  administrator  in  amounts  aggregating  more  than  $40,000, 
or  which  has  knowledge  of  insurance  payable  to  such  beneficiaries  by  other 
insurance  companies,  aggregating,  with  amounts  payable  by  the  company 
itself,  more  than  $40,000.  If  the  proceeds  of  any  policy  are  payable  in  the 
form  of  an  annuity,  the  present  worth  of  such  annuity,  for  the  purpose  of 
deducting  the  $40,000  exemption,  should  be  computed  in  accordance  with 
the  provision  of  Article  20.  Notice  should  be  filed  with  the  collector  of  the 
district  in  which  the  decedent  had  his  domicile  within  60  days  of  receipt  by 
the  company  of  notification  of  death.  If  the  insurance  company  is  in  doubt 
as  to  its  liability  to  give  notice,  the  notice  should  be  filed. 

.386a  Where  insurance  is  taken  out  with  a foreign  branch  of  a domestic 
insurance  company,  the  notice  should  be  given  by  the  home  office  of 
the  company  within  60  days  of  the  receipt  by  the  foreign  branch  of  informa- 
tion of  the  decedent^  death. 
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387  Art.  72.  Where  military  exemption  claimed  60-day  notice  required. 

- -The  executors  of  estates  exempted  from  the  tax  (see  Art.  9)  arc 
required  to  file  the  60-day  notice  with  the  proper  collector  in  the  same 
manner  as  the  executors  of  taxable  estates.  The  executor  should,  in 
addition,  write  across  the  face  of  the  form  the  words  “Military  exemption 
claimed.” 

SIXTY-DAY  NOTICE— NONRESIDENT  ESTATES. 

388  Art.  73.  Nonresident  60-day  notice. — A 60-day  notice  on  Form  705 

[Page  70]  should  be  filed  with  the  Commissioner  of  Internal  Revenue, 

Washington,  D.  C.,  by  every  executor  or  administrator  appointed  in  the 
United  States.  The  notice  is  necessary  if  any  part  of  the  decedent’s  gross 
estate  was  situated  in  the  United  States  at  the  tme  of  death,  regardless 
of  the  value  of  that  part  or  of  the  entire  gross  estate.  If  no  executor  or 
administrator  has  been  appointed  in  this  country,  notice  must  be  filed  within 
60  days  of  the  date  of  death  by  every  person  in  possession  of  any  part  of  the 
gross  estate  in  the  United  States.  If  such  person  has  no  knowledge  of  the 
decedent’s  death  within  60  days  of  its  occurrence,  he  should  file  this  notice 
immediately  upon  obtaining  such  knowledge.  The  filing  of  notice  by  a 
foreign  executor  or  administrator  does  not  relieve  persons  in  possession  from 
the  duty  of  filing  notice.  If  there  is  a delay  in  the  appointment  of  a local 
executor  or  administrator  of  more  than  60  days  after  the  death,  persons  in 
possession  should  file  notice.  The  term  “person  in  possession  of  property 
of  the  decedent”  includes  the  decedent’s  agents  or  representatives;  donees 
and  transferees  or  trustees  of  property  transferred  in  contemplation  of 
death;  the  surviving  owner  of  property  held  jointly;  safe-deposit  companies, 
warehouse  companies,  and  similar  custodians  of  property  in  this  country  of  a 
nonresident  decedent;  brokers  holding  as  collateral  securities  belonging  to 
the  decedent  or  investment  funds  owned  by  the  decedent;  banking  institu- 
tions holding  money  on  deposit  or  for  any  specific  purpose,  such  as  purchase 
of  goods,  if  the  title  rests  in  the  decedent;  and  debtors  of  the  decedent  in  this 
country. 

389  Art.  74.  Transfer  agents’  60-day  notice.— A 60-day  notice  upon 

Form  714  is  required  to  be  filed  whenever  a corporation,  its  transfer 

agent,  register,  or  paying  agent,  is  called  upon  to  make  a transfer  of  stocks 
or  bonds,  or  to  pay  interest  or  dividends,  to  any  successor  in  interest  of 
any  nonresident  stockholder  or  bondholder  who  died  after  September  8, 
1916,  unless  the  transfer  is  made  upon  the  order  of  an  executor  or  adminis- 
trator appointed  in  the  United  States.  The  notice  is  required  for  dividends 
declared  prior  to  the  day  of  death,  and  for  interest  which  had  accrued  on 
bonds  prior  to  the  death  of  the  decedent  although  payable  thereafter.  Notice 
should  be  filed  wfith  the  Commissioner  of  Internal  Revenue  at  Washington, 
D.  C.,  within  60  days  of  the  date  of  death,  or  immediately  upon  receipt  of 
the  order  of  transfer  or  payment.  A transfer  agent  should  be  vigilant  to 
report  all  cases  in  which  the  fact  of  the  death  of  a nonresident  appears.  Where 
the  securities  are  received  without  the  personal  assignment  of  the  de- 
cedent, but  with  the  transfer  order  of  the  foreign  executor,  it  is  clear  that 
the  case  should  be  reported.  Where  the  securities  bear  the  personal  assign- 
ment of  the  decedent,  the  transfer  should  be  reported  if  made  upon  the  order 
of  a foreign  executor,  or  if  information  is  received  in  any  other  manner  that 
the  record  owrner  has  died  a nonresident  of  the  United  States. 
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390  Art.  75.  Importance  of  requirement.— In  order  to  prevent  loss  of 
the  tax  upon  nonresident  estates,  it  is  essential  .that  transfer  agents 

should  exercise  great  care  in  reporting  all  transfers  of  the  kind  described. 
Their  records  will  be  examined  from  time  to  time  by  internal-revenue 
officers  to  determine  whether  this  regulation  is  being  strictly  complied  with. 
Failure  to  file  notice  in  the  manner  prescribed  will  render  the  transfer  agent 
liable  to  a fine. 

391  Art.  76.  Insurance  companies*  60-day  notice. — The  60-day  notice 
upon  Form  788  must  be  filed  by  every  domestic  insurance  company 

which  pays  insurance  upon  the  life  of  the  nonresident  decedent  in  any 
amount  either  to  a foreign  executor  or  administrator,  or  to  individual 
beneficiaries.  The  notice  should  be  filed  with  the  Commissioner  of  Internal 
Revenue,  Washington,  D.  C,,  within  60  days  of  receipt  of  proof  of  claim. 
No  notice  is  required  to  be  filed,  if.  the  .only  insurance  paid  is  receivable 
by  an  executor  appointed  in  the  United  States.  If,  however,  the  company 
is  liable  to  give  notice,  it  is  required  to  report  insurance  of  all  classes  in 
order  that  its  statement  may  be  complete. 

THE  RETURN— RESIDENT  ESTATES. 

392  Art.  77.  When  return  required — Date  of  filing. — A return  on  Form 
706  [Page  12]  is  required  in  the  case  of  every  resident  decedent  who 

died  on  or  after  February  25,  1919,  leaving  a gross  estate  exceeding  $50,000 
in  value.  This  return  must  be  filed  with  the  collector  in  whose  district 
the  decedent  resided.  It  must  be  filed  within  one  year  after  the  date  of 
death,  unless  an  extension  is  granted,  and  must  be  in  duplicate.  In  the  case 
of  decedents  who  died  before  February  25,  1919,  the  effective  date  of  the 
Revenue  Act  of  1918,  the  return  is  required  if  the  gross  estate  exceeds 
$60,000,  or  if  there  is  any  net  estate  after  the  legal  deductions,  including 
the  $50,000  exemption,  have  been  taken.  In  the  case  of  estates  of  non- 
residents return  is  required  if  the  decedent  owned  any  property  in  the  United 
States  regardless  of  value.  (See  Art.  88.) 

393  Art.  78.  Procedure  where  no  return  has  been  made. — The  statute 
provides  that  if  no  return  is  filed  for,  the  estate  of  a decedent,  or  if  a 

return  contains  a false  or  incorrect  statement  of  a material  fact,  the  collector 
or  deputy  collector  shall  make  a return.  The  Commissioner  may  amend 
this  return  from  such  knowledge  or  information  as  he  can  obtain,  through 
testimony  or  otherwise.  A return  so  made  by  the  Commissioner,  or  made 
by  the  collector  and  approved  by  the  Commissioner,  is  a sufficient  basis  for 
assessing  the  tax.  Where  a tax  is  found  to  be  due  upon  such  a return,  the 
estate  will  be  liable  for  penalties  as  "well  as  for  the  tax. 

394  Art.  79.  Investigation  where  return" has  been  filed. — An  investiga- 
tion of  every  return  for.  estate  tax  will  be  conducted  to  verify  the 

accuracy  of  the  return.  The  investigation  will  be  made  by  special  officers 
of  the  Bureau.  The  fact  that  an  inyestigation  is  made  does  not  reflect 
upon  the  competence' or  gppd  faith  of  the  executor,  since  investigations  are 
required  in  all  cases  as  a matter  of  administrative  procedure.  The  executor 
should  cooperate  with  the  examining  officer  in  order  that  the  full  tax  liability 
may  be  definitely  determined  and  the  case  closed.  During  the  course  of 
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the  investigation  the  examining  officer  will  inspect  the  books  and  records  of 
the  estate,  interview  the  executor  and  other  persons  having  knowledge  of  the 
decedent’s  affairs,  verify  the  value  of  the  assets  and  the  amounts  of  debts 
and  administration  expenses,  and  take  such  other  steps  as  may  be  necessary 
to  determine  the  correct  tax. 

394a  It  is  the  purpose  of  the  Bureau  to  make  these  investigations  as  soon 
as  practicable  after  the  filing  of  the  return.  Whenever  there  are 
special  and  urgent  reasons  for  an  early  investigation,  the  collector  should  be 
notified  in  order  that  the  case  may  be  given  special  attention.  Upon 
completion  of  the  investigation  the  executor  will  be  apprised  by  the  examin- 
ing officer  of  his  findings,  and  will  be  given  an  opportunity  to  discuss  the 
case  and  present  such  data  as  he  may  desire,  to  be  considered  by  the  Bureau 
in  connection  with  the  examining  officer’s  report.  Upon  the  completion 
of  the  review  and  audit  by  the  Bureau  of  the  return  and  examining  officer’s 
report,  the  executor  will  be  informed  by  letter  from  the  Commissioner  of  the 
result  of  the  audit.  If  the  letter  contains  notification  of  an  unpaid  balance 
of  tax,  the  executor  should  make  payment  to  the  collector.  After  the 
expiration  of  30  days  from  receipt  of  the  notification  interest  will  accrue  upon 
the  excess  tax  at  the  rate  of  ten  per  centum  per  annum.  If  the  executor 
wishes  to  file  claim  for  abatement  of  any  part  of  the  excess  tax,  such  claim 
must  be  filed  within  30  days  of  receipt  of  notification,  or  he  may  pay  the 
tax  in  order  to  prevent  the  running  of  interest,  and  submit  claim  for  refund. 

395  Art.  80.  Persons  liable  for  return. — The  statute  provides  that  the 
executor  or  administrator  shall  file  the  return.  If  there  is  more  than 

one  executor  or  administrator,  the  return  must  be  made  jointly  by  all. 
Where  no  executor  or  administrator  has  been  appointed,  every  person  in 
possession  of  any  part  of  the  gross  estate  is  considered  to  be  an  executor  for 
the  purpose  of  the  tax,  and  is  liable  for  a return  as  to  the  property  in  his 
possession.  The  executor  or  administrator  is  required  to  make  a return  of 
the  entire  gross  estate  of  the  decedent,  including  property  which  will  not 
come  into  his  possession,  such  as  property  transferred  by  the  decedent  before 
death,  and  property  owned  by  tenants  in  the  entirety.  If  the  executor  is 
unable  to  make  a complete  return  as  to  any  part  of  the  gross  estate,  he  is 
required  to  give  all  the  information  he  has  as  to  such  property,  including  a 
full  description,  and  the  name  of  every  person  holding  a legal  or  beneficial 
interest  in  the  property.  Where  the  executor  is  unable  to  make  a return 
as  to  any  property,  the  statute  requires  every  person  holding  a legal  or 
beneficial  interest  therein,  upon  notice  from  the  collector,  to  make  return 
as  to  such  part  of  the  gross  estate.  For  penalties  for  delinquency  in  filing 
return,  or  filing  of  false  or  fraudulent  return,  see  Articles  103  and  104. 

396  Art.  81.  Extension  of  time  for  filing  return. — If  it  is  impossible  for 
the  executor  to  file  a complete  return  within  a year  from  the  date  of 

death,  he  may  make  application  to  the  collector  for  an  extension  of  time 
for  filing  the  return,  stating  in  detail  in  his  application  the  circumstances 
which  prevent  the  filing  of  the  return  by  the  due  date.  If  the  collector  is 
satisfied  that  a complete  return  can  not  be  made,  he  may  grant  extensions 
of  time,  not  to  exceed  180  days  from  the  due  date,  no  single  extension  exceed- 
ing 60  days.  At  the  expiration  of  the  exttension  period  a return  must  be 
filed.  If  at  that  time  it  is  still  impossible  to  file  a complete  and  accurate 
return,  on  account  of  the  unsettled  condition  of  the  affairs  of  the  estate,  the 
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return  filed  by  the  executor  must  be  as  complete  as  possible,  and  must  set 
forth  all  the  facts  in  his  possession  as  to  the  gross  and  net  estate.  At  the 
time  of  filing  such  return  he  must  pay  a sum  sufficient  in  the  opinion  of  the 
collector  to  satisfy  the  tax.  Such  a return  will  be  accepted  by  the  collector; 
but  the  executor  must  file  an  amended  return  as  soon  as  the  condition  of  the 
estate  permits. 

397  Art.  82.  Execution  of  return.— -The  return  must  be  made  on  Form 
706,  copies  of  which  will  be  supplied  by  the  collector.  It  must  con- 
tain an  itemized  inventory,  by  schedule,  of  the  property  constituting  the; 
gross  estate,  together  with  a full  statement  of  deductions  claimed,  as  therein' 
provided.  The  instructions  printed  on  the  form  should  be  carefully  fob- 
lowed.  All  documents  and  vouchers  used  in  preparing  the  return  should  be' 
retained  by  the  executor,  so  as  to  be  available  for  inspection  whenever 
required.  Certified  copies  of  the  will,  if  any,  must  be  submitted  with  the 
return,  together  with  duplicate  copies  of  the  other  documents  required  by 
the  instructions  printed  on  the  form,  or  any  documents  which  the  executor 
may  desire  to  submit  with  the  return  in  explanation  thereof. 

398  Art.  83.  Supplemental  data. — The  statute  provides  that  the  execu- 
tor; in  addition  to  filing  notice  and  return,  shall  furnish  such  supple- 
mental data  as  may  be  necessary  to  establish  the  correct  tax.  It  is  there- 
fore the  duty  of  the  executor  to  furnish  upon  request  copies  of  any  docu- 
ments in  his  possession  relating  to  the  estate,  or  on  file  in  any  court  having 
jurisdiction  over  the  estate,  appraisal  lists  of  any  items  included  in  the  gross 
estate,  copies  of  balance  sheets  or  other  financial  statements  relating  to  the 
value  of  stock,  and  any  other  information  obtainable  by  him  that  may  be 
found  necessary  in  the  determination  of  the  tax.  Failure  to  comply  with 
such  a request  will  render  the  executor  liable  to  a fine  not  to  exceed  $500, 
and  proceedings  may  be  instituted  in  the  proper  United  States  court  to 
secure  compliance  with  the  requirement. 

399  Art.  84.  Same — Nonresident  estates. — Pursuant'  to  this  provision 
the  executor  of  a nonresident  decedent  is  required  to  file  with  the 

return: 

(1)  Certified  copy  of  will,  or,  if  the  decedent  left  several  wills,  to  govern 
in  different  jurisdictions,  certified  copy  of  each  will. 

(2)  Certified  copy  of  inventory  of  foreign  property  filed  under  a foreign 
estate,  succession  or  death-duty  act;  or,  if  no  such  inventory  was  filed,  copy 
of  inventory  filed  with  the  foreign  court  of  probate  jurisdiction. 

(3)  Certified  copy  of  schedule  of  claims  filed  under  a foreign  taxing  act 
in  cases  where  such  claims  are  presented  for  deduction.  If  any  item  of 
deduction  is  not  included  in  the  schedule,  the  affidavit  of  the  foreign  executor 
or  administrator  with  reference  thereto  should  be  submitted. 

399a  The  specified  information  is  required  whether  or  not  the  executor 
wishes  to  claim  deduction,  and  is  subject  to  the  provision  of  the 
statute  (see  Sec.  403)  [If  14]  requiring  him  to  include  in  his  return  the  value 
of  the  gross  estate  situated  in  the  United  States. 
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PRIVILEGED  CHARACTER  OF  RETURNS. 

400  Art.  85.  Returns  confidential.  All  estate  tax  returns  and  notices  are 
treated  as  privileged  communications  and  may  not  be  exhibited  to 

any  person  other  than  the  executor  or  his  duly  authorized  attorney,  except 
as  stated  in  Article  86.  This  requirement  of  secrecy  will  be  rigidly  enforced, 
and  extends  to  information  of  a private  nature  submitted  or  obtained  in 
connection  with  a return  or  notice.  The  requirement  does  not  operate  to 
prevent  internal  revenue  officers  from  disclosing  the  returned  value  of 
any  item  or  the  amount  of  any  specific  deduction  where  such  disclosure  is 
necessary  in  order  to  arrive  at  a correct  determination  of  the  tax.  This 
right  of  disclosure,  however,  does  not  extend  to  such  information  as  the 
amount  of  the  estate,  the  amount  of  tax,  or  other  general  data.  Nor  are  the 
records  in  possession  of  the  Bureau,  whether  on  file  with  the  Commissioner 
or  the  collector,  open  to  inspection,  except  as  provided  herein. 

401  Art.  86.  Disclosure  to  persons  having  material  personal  interest.— 

Where  any  person  other  than  the  executor  has  a material  interest  in 
ascertaining  any  fact  disclosed  by  the  return,  or  in  obtaining  information 
as  to  the  payment  of  the  tax,  he  shall  make  a written  application  to  the 
Commissioner  of  Internal  Revenue  for  such  information,  setting  forth  the 
nature  of  his  interest  and  the  purpose  of  the  application.  The  Commissioner 
will  review  the  application,  and,  if  it  is  approved,  give  written  instruction 
to  the  collector  to  exhibit  the  return  to  the  applicant,  or  give  him  such 
information  as  is  specified.  Under  no  circumstances  shall  the  collector 
give  information  to  persons  other  than  the  executor  except  upon  the  written 
order  of  the  Commissioner,  and  to  the  extent  authorized  by  such  order. 

402  Art.  87.  Attorneys  must  have  authorization. — In  all  cases  where 
information  is  sought  regarding  an  estate,  or  an  interview  asked, 

by  an  attorney  whose  name  does  not  appear  on  form  of  706  [Page  12]  as  the 
attorney  for  the  estate,  the  information  or  interview  will  be  denied  unless 
the  attorney  presents  a signed  statement  from  the  executor,  authorizing  him 
to  appear  in  his  behalf.  The  limitation  does  not  apply  where  an  attorney 
asks  a general  ruling  on  a question  relating  to  a specific  estate,  or  where  he 
asks  information  of  the  procedure  to  be  followed  in  regard  to  filing  notice  or 
making  payment.  Where  an  attorney  asks  for  information,  or  an  interview, 
and  his  name  appears  on  the  return  as  attorney  for  the  estate,  the  informa- 
tion or  interview  will  be  granted  if  his  identity  is  established. 

THE  RETURN— NONRESIDENT  ESTATES. 

403  Art.  88.  Return  of  nonresident  estates. — A return  on  Form  706 
[Page  12]. must  be  filed  in  duplicate  with  the  Commissioner  of  Internal 

Revenue,  Washington,  D.  C.,  within  a year  from  the  date  of  death  if  any 
part  of  the  gross  estate  of  the  decedent  was  situated  in  the  United  States 
at  the  time  of  death.  It  is  the  duty  of  any  executor  or  administrator  ap- 
pointed in  the  United  States  to  file  return  for  the  whole  of  that  part  of  the 
gross  estate  situated  in  the  United  States,  whatever  its  value.  If  there  is 
no  such  executor  or  administrator,  every  person  in  possession  of  any  part  of 
the  gross  estate  in  the  United  States  may  be  required  to  file  a return  for 
such  part.  Notice  will  be  given  to  such  persons,  however,  where  a return 
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is  required;  and  they  are  relieved  of  the  duty  of  filing  return  by  the  appoint- 
ment of  an  executor  or  administrator  in  the  United  States,  not,  however,  by 
the  appointment  of  a foreign  executor  or  administrator.  If,  however, 
a complete  return  is  actually  filed  by  the  foreign  executor  of  property  in  the 
United  States,  the  persons  in  possession  need  not  file  a return. 

RETURN  BY  COLLECTOR. 

404  Art.  89.  Return  by  collector. — Where  the  executor  fails  to  file  a 

29  return,  or  files  an  inaccurate  one,  the  collector  or  deputy  collector  is 
required  to  make  a return  from  suc^  information  as  he  possesses  or 

is  able  to  obtain.  In  such  cases  the  Commissioner  assesses  the  tax  in  the 
same  manner  as  .though  the  return  had  been  filed  by  the  estate. 

PAYMENT  OF  TAX. 

405  Art.  90.  Payment. — The  tax  is  due  and  payable  one  year  from  the 

30  date  of  death.  No  discount  will  be  allowed  for  payment  in  advance  of 
the  due  date.  The  collector  will  grant  to  the  person  paying  the  tax 

duplicate,  receipts,  either  of  which  will  be  sufficient  evidence  of  such  pay- 
ment, and  entitle  the  executor  to  be  credited  with  the  amount  by  any  court 
having  jurisdiction  to  audit  or  settle  his  accounts. 

405a  Payment  will  not  be  accepted  before  a return  in  proper  form  has 
been  filed.  Payment  of  the  amount  of  tax  shown  to  be  due  by  a return 
accepted  by.  the  collector,  executed  in  good  faith  and  accurate  so  far  as  the 
knowledge  of  the  executor  extends,  will  be  considered  payment  of  the  tax  in 
full  except  as  adjustment  of  the  tax  results  from  investigation.  If  at  the 
time  payment  is  made  the  exact  amount  of  the  tax  can  not  be  determined, 
the  payment  of  a sum  of  money  sufficient,  in  the  opinion  of  the  collector, 
to  discharge  the  tax  will  be  considered  payment  in  full  except  as  the  tax 
is  adjusted  after  investigation.  (See  Arts.  78,  95.)  The  amount  sufficient, 
in  the  opinion  of  the  collector,  to  discharge  the  tax  is  such  sum  as  the  collect- 
or may  specify  after  having  received  a return  in  proper  form  containing 
an  accurate  statement  of  all  the  information  in  the  executor’s  possession. 
If  the  return  filed  contains  a gross  or  fraudulent  misstatement  of  fact,  the 
payment  of  the  amount  of  tax  shown  to  be  due  thereby  will  not  be  deemed 
to  be  payment  in  full  of  the  tax,  since  the  collector’s  decision  is  based  upon 
the  assumption  that  the  return  is  made  in  good  faith. 

406  Art.  91.  Payment  by  bonds  or  uncertified  check. — Payment  of  the 
estate  tax  may  be  made  by  the  delivery  of  Liberty  Bonds  or  other 

bonds  of  the  United  States  bearing  interest  at  a higher  rate  than  4 per  cent 
per  annum,  provided  they  were  owned  by  the  decedent  for  at  least  six 
months  prior  to  the  date  of  his  death.  Such  bonds  are  received  in  payment 
to  the  amount  of  par  and  interest  accrued  at  the  time  of  the  payment. 
(See  T.  D.  2802  [^279]  and  T.  D.  2905  tf[306].) 

406a  Collectors  may  accept  uncertified  checks  in  payment  of  the  estate 
tax  provided  such  checks  are  collectible  at  par — that  is,  for  their  full 
amount,  without  any  deduction  for  exchange  or  other  charges.  If  the 
bank  on  which  any  such  check  is  drawn  should  refuse  to  pay  it  at  par,  the 
check  should  be  returned  through  the  depository  bank,  and  be  treated  in  the 
same  manner  as  a bad  check.  All  expenses  incident  to  the  attempt  to 
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collect  such  a check  and  the  return  of  it  through  the  depositary  bank  must 
be  paid  by  the  drawer  of  the  check  to  the  bank  on  which  it  is  drawn,  since 
no  deduction  can  be  made  from  amounts  received  in  payment  of  taxes. 
(See  Revised  Statutes,  Sec.  3210.) 

407  Art.  92.  The  executor  shall  pay  the  tax. — The  statute  provides  that 
the  executor  shall  pay  the  tax.  This  duty  applies  to  the  tax  upon  the 

transfer  of  the  entire  estate,  including  property  which  will  not  come  into  the 
possession  of  the  executor  or  administrator.  As  to  the  personal  liability 
of  the  executor,  see  Article  113. 

408  Art.  93.  Extension  of  tkne  for  payment. — In  any  case  where  the 
Commissioner  finds  that  payment  of  the  tax  within  one  year  after 

the  decedent’s  death  would  impose  undue  hardship  upon  the  estate,  ex- 
tensions of  time  will  be  granted  for  the  payment  of  the  tax  for  a period  not 
to  exceed  in  all  three  years  from  the  due  date.  Extensions  of  time  for  tax 
payment  will  be  granted  only  in  exceptional  cases,  where  it  is  evident  that 
the  payment  of  the  tax  within  the  statutory  period  would  cause  the  estate 
serious  financial  loss.  No  extension  shall  be  for  more  than  one  year,  and  a 
substantial  payment  shall  be  made  before  each  extension.  Application  for 
extension  of  time  for  payment  should  be  filed  with  the  collector,  and  should 
contain  a full  statement  of  the  facts  upon  which  the  application  is  based. 
The  collector  will  refer  the  application  to  the  Commissioner,  with  suitable 
recommendations. 

408a  The  extension  of  time  for  the  payment  of  the  tax  should  not  be 
confused  with  extension  of  time  for  filing  the  return.  An  extension 
of  time  to  pay  the  tax  does  not  relieve  from  the  duty  of  filing  the  return 
within  one  year  from  the  date  of  death.  An  extension  of  time  for  tax 
payment  will  not  operate  to  prevent  the  accrual  of  interest  upon  the  tax. 

409  Art.  94.  Interest  on  unpaid  tax. — The  statute  provides  that,  if  the 
tax  is  not  paid  within  one  year  and  180  days  after  the  decedent’s 

death,  interest  at  six  per  centum  per  annum  from  the  expiration  of  one  year 
after  the  decedent’s  death  shall  be  added  as  part  of  the  tax.  This  provision 
applies  to  the  original  amount  of  tax  shown  to  be  due  by  the  return  accepted 
by  the  collector.  It  applies  in  all  cases  in  which  penalties  have  not  accrued 
under  the  Revenue  Act  of  1916.  (See  Art.  120.) 

ADJUSTMENT  OF  TAX— INTEREST. 

41  o Art.  95.  Adjustment  of  tax  after  investigation. — An  investigation  of 
31  every  return  for  estate  tax  will  be  made  by  an  internal-revenue  officer, 
and  the  tax  liability  of  the  estate  will  be  finally  determined  by  the 
Commissioner  upon  the  basis  of  such  investigation.  If  at  the  time  the 
Commissioner’s  determination  is  made  the  tax  has  been  paid  upon  the 
basis  of  the  return,  an  adjustment  will  be  made  of  the  amount  of  tax.  If 
the  amount  of  tax  already  paid  exceeds  the  amount  of  tax  as  finally  deter- 
mined, the  Commissioner  will  refund  such  excess  payment  to  the  collector. 
If  the  amount  of  tax  as  finally  determined  exceeds  the  amount  of  tax  already 
paid,  the  collector  will  notify  the  executor  of  the  amount  of  the  unpaid 
balance  of  the  tax  and  will  demand  payment  thereof.  Payment  should  be 
.made  by  the  executor  immediately  upon  the  receipt  of  such  notification. 
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Where  the  investigation  of  the  return  shows  that  no  further  tax  is  due,  the 
executor  will  be  notified  to  this  effect.  Until  the  receipt  of  such  notifica- 
tion, he  should  reserve  a sufficient  portion  of  the  estate  to  satisfy  any  excess 
tax. 

411  Art.  96.  Interest  on  additional^tax. — If  an  unpaid  balance  of  tax 
is  found  to  be  due  by  the  Commissioner  after  investigation,  the 

statute  provides  that  interest  shall  be  added  to  the  amount  of  such  excess 
part  of  the  tax  at  the  rate  of  ten  per  centum  from  the  expiration  of  30  days 
after  notification  to  the  executor,  provided  the  tax  is  not  paid  within  such 
30-day  period.  This  interest  will  not  begin  to  accrue,  however,  until  the  ex- 
piration of  one  year  and  180  days  after  the  decedent’s  death.  (See  Art. 
94.) 

411a  If  a return  is  filed  containing  a gross  or  fraudulent  misstatement 
of  fact,  and  payment  made  of  the  tax  shown  to  be  due  thereby,  such 
payment  will  not  be  considered  payment  in  full  within  the  meaning  of  the 
statute.  (See  Art.  90.)  Consequently,  in  such  a case,  interest  upon  the 
unpaid  balance  of  tax,  determined  after  investigation,  will  be  added  at  the 
rate  of  six  per  centum  per  annum  from  the  expiration  of  one  year  after  the 
decedent’s  death  to  the  expiration  of  30  days  from  notification,  and  there- 
after at  the  rate  of  ten  per  centum  per  annum  until  paid. 

COLLECTION  OF  TAX. 

412  Art.  97.  Remedy  not  exclusive. — The  remedy  by  action,  here  pro- 

33  vided  for,  is  not  exclusive.  For  other  available  remedies  for  the 
collection  of  the  tax,  see  Article  117. 

REIMBURSEMENT. 

413  Art.  98.  Right  to  reimbursement  not  enforcible  by  bureau. — Two 

34  rights  are  here  given.  Persons  in  possession  of  property,  and  paying 
the  tax,  are  entitled  to  reimbursement,  either  out  ofjihe  undistributed 

estate  or  by  contribution  from  other  beneficiaries,  of  any  excess  of  the 
amount  paid  over  the  amount  of  the  tax  upon  the  particular  property  in 
their  possession.  The  executor  is  also  entitled  to  require  beneficiaries  under 
insurance  policies  to  bear  their  proportion  of  the  tax.  These  provisions, 
however,  are  not  designed  to  curtail  the  right  of  the  Bureau  to  collect  the 
tax  from  any  person,  or  out  of  any  property,  liable  therefor.  The  Bureau 
may  not  be  required  to  apportion  the  tax  among  the  persons  liable.  For 
example,  where  a transfer  has  been  made  in  contemplation  of  death,  the 
Bureau  may  hold  both  the  executor  and  the  transferee  liable  with  respect  to 
the  tax  upon  the  property  transferred.  In  such  case,  if  the  tax  is  paid  by  the 
executor,  he  may  not  look  to  the  Bureau  for  relief  by  refund  of  part  of  the 
tax. 

LIEN. 

414  Art.  99.  Property  subject  to  lien. — This  lien  attaches  to  every  part 

35  of  the  gross  estate,  whether  or  not  the  property  comes  into  the  cus- 
tody or  control  of  the  executor.  The  only  property  divested  of  the 

lien  is  such  part  as  is  used  to  pay  charges  against  the  estate  and  administra- 
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tion  expenses  allowed  by  the  court  which  administers  the  estate.  With  this 
exception,  the  lien  can  only  be  divested  by  payment.  It  attaches  to  the 
extent  both  of  the  original  tax  shown  to  be  due  by  the  return  and  of  any 
additional  tax  found  to  be  due  upon  investigation.  Payment  of  the  entire 
tax  is  necessary  in  order  to  destroy  the  lien. 

415  Art.  100.  Release  of  lien.  -The  statute  provides  that,  if  the  Com- 
missioner is  satisfied  that  the  tax  liability  of  an  estate  has  been  fully 

discharged  or  provided  for,  he  may  issue  his  certificate  releasing  any  or  all 
property  of  the  estate  from  the  lien.  The  issuance  of  certificates  is  a 
matter  resting  within  the  discretion  of  the  Commissioner,  and  certificates 
will  be  issued  only  in  case  there  is  actual  need  therefor.  In  most  cases  the 
receipts  issued  by  the  collector  constitute  sufficient  acquittance. 

415a  The  tax  will  be  considered  fully  discharged  for  the  purpose  of  the 
issuance  of  a certificate  only  when  investigation  has  been  completed, 
and  payment  of  the  excess  tax  determined  to  be  due,  if  any,  has  been  made. 
A certificate  of  release  of  lien  may  be  issued  by  the  Commissioner  under  these 
circumstances  upon  any  or  all  property  of  the  estate,  upon  the  filing  by  the 
executor  of  an  application  in  duplicate  on  Form  791.  The  form  must  con- 
tain all  the  information  called  for. 

415b  Where  the  tax  liability  has  not  been  fully  discharged,  as  provided 
above,  no  general  certificate  of  release  will  be  granted,  but  releases  of 
lien  upon  particular  items  of  property  will  be  issued  upon  the  filing  with  the 
Commissioner  of  such  security,  if  any,  as  he  may  require.  Where  security  is 
required,  a corporate  indemnity  bond  must  be  furnished,  or  Liberty  Bonds, 
or  other  bonds  of  the  United  States,  must  be  deposited  with- the  collector. 
In  lieu  of  such  security,  the  Commissioner  may  in  any  case  issue  the  release 
upon  payment  of  the  estimated  tax  upon  the  transfer  of  the  property 
released,  computed  at  the  highest  rate  applicable  to  the  estate.  If,  upon 
consideration  of  the  application,  the  Commissioner  finds  the  issuance  of  the 
certificate  to  be  warranted,  the  collector  will  notify  the  executor  of  the 
amount  of  the  bond,  as  fixed  by  the  Commissioner. 

REMEDY  AGAINST  TRANSFEREE  AND  INSURANCE  BENEFICIARY. 

416  Art.  101.  Remedy  in  case  of  property  transferred  by  decedent,  or  of 

36  individual  insurance. — The  amounts  of  the  lien  and  of  the  personal 
liability  of  the  transferee,  trustee,  or  insurance  beneficiary  are  limited 

to  the  amount  of  the  tax  upon  the  transfer  of  the  particular  property  in 
the  possession  of  the  person  liable.  Where  the  transferee  or  trustee  sells 
the  property  to  a bona  fide  purchaser  for  a fair  consideration  in  money  or 
money’s  worth,  the  lien  upon  such  property  is  divested;  but  there  is  sub- 
stituted a lien  upon  all  of  the  property  of  the  transferee  or  trustee,  except 
such  part  as  may  be  sold  to  a bona  fide  purchaser  for  a valuable  considera- 
tion. 

PENALTIES. 

417  Art.  102.  Nature  of  penalties. — Two  kinds  of  penalties  are  provided 

37  for  delinquency  with  respect  to  the  duties  imposed  by  the  estate  tax 
8085  law: 
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(1)  A specific  penalty,  to  be  recovered  by  suit,  unless  adjusted  by  an 
offer  in  compromise;  and 

(2)  A penalty  of  a certain  percentage  of  the  tax,  to  be  added  to  the  tax 
and  collected  in  the  same  manner  as  the  tax. 

In  any  case  of  delinquency  for  which  more  than  one  penalty  is  provided 
the  Government  may  impose  either  or  both  penalties. 

4 1 8 Art  103 . Penalties  for  false  and  fraudulent  notice  or  return . — Where 
statements  in  the  60-day  notice  or  in  the  return  are  knowingly  and 

willfully  false,  the  person  making  them  is  subject  to  a penalty  of  $5,000,  or 
imprisonment  for  one  year,  or  both;  and,  for  the  false  return,  50  per  cent 
may  be  added  to  the  amount  of  the  tax. 

419  Art.  104.  Penalty  for  failure  to  file  notice  or  return.  For  failure  to 
file  the  60-day  notice  or  the  return  within  the  time  prescribed,  the 

person  in  default  is  subject  to  a penalty  not  to  exceed.  $500;  and,  for  the 
failure  to  file  the  return,  25  per  cent  may  be  added  to  the  amount  of  .the 
tax.  Where  it  appears,  however,  that  the  failure,  to  file  the  return  was  due 
to  a reasonable  cause  and  not  to  willful  neglect,,  no  addition  is  made  to  the 
tax. 

420  Art.  105.  Penalty  for  failure  to  exhibit  records  or  property. — Where  a 
person  in  possession  or  control  of  any  record,  file,  or  p^per,  supposed 

to  contain  information  relating  to  the  estate,  fails  to  exhibit,  the.  same,  upon 
the  request  of  the  Commissioner  or  any  collector,  he  is  liable  to  a penalty 
not  to  exceed  $500,  to  be  recovered  by  civil  action.  He  must,  comply  with 
such  a request  whether  or  not  he  believes  that  the  documents  contain 
information  relating  to  the  estate.  A perspn  in  possession  of  property 
forming  part  of  the  gross  estate,  and  refusing  to  exhibit  the  same  upon  the 
request  of  the  Commissioner  or  a collector,  is  subject  to  a similar  penalty. 

CLAIMS  FOR  ABATEMENT  AND  REFUND. 

421  Art.  106.  General  provisions. — Under  these  provisions  of  law  two 
8030  forms  of  relief  are  afforded  the  executor  in  cases  where  fie  believes 

that  an  excessive  amount  of  tax  has  been  assessed  against  or  paid  by 
him,  either  upon  the  basis  of  the  return  or  of  the  investigation  conducted 
by  the  Bureau.  The  two  forms  of  relief  are: 

(1)  Claim  for  abatement  on  Form  47  [Page  1511]  where  the  tax  has  been 
assessed  but  not  paid. 

(2)  Claim  for  refund  on  Form  46  [Page  1509]  where  the  tax  has  been  paid. 

422  Art.  107.  Claim  for  abatement. — Claims  for  the  abatement  of  taxes  or 
penalties  illegally  assessed  must  be  made  upon  Form  47  [Page  1511], 

and  must  be  sustained  by  the  affidavits  of  the  parties  against  whom  the  taxes 
were  assessed  or  of  other  parties  cognizant  of  the  facts.  When  a tax  has 
been  assessed,  the  presumption  is  that  the  assessment  is  correct;  and  the 
burden  of  showing  that  it  was  improperly  or  illegally  assessed  rests  upon  the 
applicant  for  abatement.  The  affidavit  must  therefore  contain  a full  and 
explicit  statement  of  all  the  material  facts  relating  to  the  claim  in  support 
of  which  they  are  offered  and  which  are  essential  to  proper  consideration. 
Nothing  should  be  left  to  inference,  but  all  the  facts  relied  upon  should 
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appear  upon  the  papers  themselves.  The  filing  of  a claim  for  the  abatement 
of  a tax  alleged  to  have  been  erroneously  assessed  does  not  necessarily 
operate  as  a suspension  of  the  collection  of  the  tax.  The  collector  may  col- 
lect the  tax  if  he  thinks  it  necessary,  and  leave  the  taxpayer  to  his  remedy  of 
a claim  for  refund. 

423  Art.  108.  Accrual  of  interest  as  affected  byTabatement  claim.— 

Where  a claim  for  abatement  is  rejected,  the  making  of  the  application 
does  not  affect  the  running  of  interest.  The  allowance  of  the  claim,  how- 
ever, in  whole  or  part,  discharges  all  interest  obligations  upon  the  portion 
of  the  claim  allowed.  The  same  rules  apply  where,  upon  the  request  of  the 
executor,  a reinvestigation  is  made  of  the  amount  of  an  additional  tax. 

424  ~ Art.  109.  Limitation  of  time  to  file  claim  for  abatement  of  excess 

tax. — If  it  is  desired  to  file  claim  for  abatement  of  the  excess  amount  of 
tax  disclosed  upon  investigation,  such  claim  should  be  filed  with  the  col- 
lector within  30  days  of  receipt  of  the  Commissioner’s  letter  of  notification. 
After  that  period  the  claim  will  not  be  considered,  but  the  tax  must  be 
paid,  and  adjustment  made  by  claim  for  refund. 

425  Art.  110.  Claim  for  refund. — Claims  for  refund  of  assessed  taxes  and 
penalties  must  be  made  on  Form  46  [Page  1509].  In  this  case,  as  in 

the  case  of  claims  for  abatement,  the  burden  of  proof  rests  upon  the  claimant. 
All  the  facts  relied  upon  in  support  of  the  claim  should  be  clearly  set  forth 
under  oath.  With  the  claim  should  be  presented,  in  addition  to  the  evidence: 

(1)  Collector’s  receipt  evidencing  payment  of  tax. 

(2)  Where  the  claim  is  made  by  the  executor  or  administrator,  a certified 
copy  of  letters  testamentary  or  of  administration,  and  a certificate  that  the 
appointment  remains  in  full  force  and  effect. 

(3)  Where  the  executor  or  administrator  has  been  discharged,  a certified 
copy  of  the  decree  discharging  him,  and  evidence  as  to  the  persons  entitled 
to  receive  the  refund,  setting  forth  their  names.  Where  the  claim  is  made  on 
behalf  of  a number  of  persons,  there  should  be  furnished  a power  of  attorney 
duly  executed  by  all  the  beneficiaries  showing  the  claimant’s  authority  to 
act  in  their  behalf. 

426  Art.  111.  Payment  of  claims. — Warrants  in  payment  of  claims  al- 
lowed will  be  drawn  in  the  names  of  the  parties  entitled  to  the  money, 

and  will,  unless  otherwise  directed,  be  sent  by  the  Treasurer  of  the  United 
States  directly  to  the  proper  parties,  or  their  duly  authorized  attorneys  or 
agents;  but  if  the  claimants  are  indebted  to  the  United  States  for  taxes  such 
taxes  must  be  paid  before  the  warrants  are  delivered. 

POWER  TO  COMPROMISE  OR  REMIT  PENALTIES. 

9 

427  Art.  112.  Power  to  compromise  or  remit. — The  Commissioner,  with 
8074  the  advice  and  consent  of  the  Secretary  of  the  Treasury,  may  com- 
promise any  civil  or  criminal  case  arising  under  the  internal-revenue 

laws  instead  of  commencing  suit  thereon,  and  with  the  advice  and  consent 
of  the  Secretary,  and  upon  the  recommendation  of  the  Attorney  General, 
may  compromise  any  such  case  after  suit  thereon  has  been  commenced  by 
the  United  States.  Accordingly,  the  power  to  compromise  extends  to 
(a)  both  civil  and  criminal  cases;  (b)  cases  whether  before  or  after  suit;  and 
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(c)  both  taxes  and  penalties.  Refunds  can  not  be  made  of  accepted  offers 
in  compromise  in  cases  where  it  is  subsequently  ascertained  that  no  violation 
of  law  was  involved.  No  power  exists,  however,  to  compromise  a tax  where 
its  existence  and  amount  are  not  disputed  in  good  faith,  and  the  taxpayer 
is  solvent.  Where  a fine,  penalty,  or  forfeiture,  not  exceeding  $1,000,  is 
incurred  without  willful  negligence  or  fraud,  it  may  be  remitted  by  the 
Secretary  of  the  Treasury;  and  he  may  remit  other  fines,  penalties,  forfeit- 
ures, and  disabilities  where  the  court  has  inquired  into  the  matter  and  made 
findings. 

PERSONAL  LIABILITY  OF  EXECUTOR. 

428  Art.  113.  Extent  of  liability. — The  executor  is  personally  liable  for 
the  payment  of  the  estate  tax  to  the  amount  of  the  full  value  of  the 
assets  of  the  estate  which  have  at  any  tme  come  into  his  hands.  (See 
also  Revenue  Act  of  1918,  Sec.  407  [1[31].)  Where  no  executor  or  adminis- 
trator has  been  appointed,  every  person  in  possession  of  any  part  of  the 
gross  estate  is  liable  for  the  tax  as  an  executor. 

EXAMINATION  OF  RECORDS  AND  TAKING  OF  TESTIMONY. 

42  9 Art.  114.  Securing  evidence — Taking  of  testimony. — In  order  to 
8004  ascertain  the  correctness  of  a return,  or  to  make  a return  where 
none  has  been  made,  the  Commissioner  has  power  to  require  the 
attendance,  and  to  take  the  testimony,  of  the  person  rendering  the  return, 
or  any  officer  or  employee  of  such  person,  or  any  other  person  having  knowl- 
edge in  the  premises.  Such  person  may  be  required  to  produce  any'relevant 
book,  paper  or  other  record.  This  power ‘may  be  exercised  by  any  revenue 
agent  or  inspector  designated  for  the  purpose. 

430  Art.  115.  Power  to  compel  compliance. — Where  any  person  is 
summoned  to  appear  and  testify,  or  to  produce  books,  papers,  or  other 

data,  the  District  Court  of  the  United  States  for  the  district  in  which  such 
person  resides  has  power  to  compel  the  giving  of  the  testimony,  or  the  pro- 
duction of  the  books,  papers,  or  data,  and  to  issue  any  appropriate  process, 
writ,  or  order.  *** 

REMEDIES  FOR  COLLECTION. 

431  Art.  116.  Remedies  for  collection  of  tax. — The  provision  of  the 
8002  statute  quoted  above  applies  to  the  estate  tax  law;  and  three  reme- 
dies are  thus  provided  for  the  collection  of  the  tax: 

431  a (1)  Collection  by  distraint. — The  collector  may  issue  warrant  of 
distraint  authorizing  the  seizure  and  sale  of  any  or  all  of  the  assets 
of  the  estate.  (See  R.  S.,  Secs.  3187  et  seq.;  Comp.  Sts.,  1916,  Sec. 
5909  et  seq.) 

431b  (2)  Collection  by  suit  to  subject  the  property  to  sale. — The  collector 

may  commence  in  any  court  of  the  United  States  appropriate  pro- 
ceedings, in  the  name  of  the  United  States,  to  subject  the  property  of  the 
decedent  to  sale  under  the  judgment  or  decree  of  the  court.  (See  Sec. 
408  [1J33];  Art.  97.) 

43 1C  (3)  Collection  by  suit  for  personal  liability. — The  personal  liability 
of  the  executor,  of  the  transferee  or  trustee  of  property  transferred 
in  contemplation  of  death,  and  of  the  beneficiary  of  taxable  life  insurance 
(See  Art.  101)  may  be  enforced  by  any  appropriate  action. 
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432  Art.  117.  Executor’s  duty  to  keep  records. — It  is  the  duty  of  the  ex- 
ecutor to  keep  such  records  as  the  Commissioner  may  require. 

Executors  are  required  to  keep  complete  and  detailed  records  of  the  affairs 
of  the  estate,  sufficient  to  enable  the  Bureau  to  determine  accurately  the 
amount  of  the  tax  liability. 

433  Art.  118.  Executor’s  duty  to  render  statements. — It  is  also  the  duty 
of  the  executor  not  only  to  make  the  formal  return,  but  also  to  ren- 

•der  any  other  sworn  statement  which  the  Commissioner  may  require  for 
the  purpose  of  determining  whether  a tax  liability  exists. 

SCOPE  OF  REPEAL. 

434  Art.  119.  Scope  of  repeal. — The  Revenue  Act  of  1918  retains  in 
J9  force  all  taxes  or  penalties  which  had  accrued  prior  to  February  25, 

1919.  The  procedure , however,  with  reference  to  the  assessment  and 
collection  of  all  taxes,  whenever  they  accrued,  is  governed  by  the  statute 
from  the  time  when  it  went,  into  effect  on  February  25,  1919. 

435  Art.  120.  Interest  under  Revenue  Act  of  1916.— The  Revenue  Act  of 
1916  provides  that,  where  the  tax  is  not  paid  within  one  year  and  90 

days  from  the  date  of  the  decedent’s  death,  interest  shall  be  added  at  the 
rate  of  ten  per  centum  per  annum  from  the  date  of  death.  Where  the  speci- 
fied period  had  elapsed  prior  to  February  25,  1919,  this  penalty  has  been 
incurred,  and  is  not  affected  by  the  passage  of  the  Revenue  Act  of  1918. 
Where,  however,  the  period  of  one  year  and  90  days  had  not  elapsed  prior 
to  February  25,  1919,  the  Revenue  Act  of  1918  extends  the  time  of  payment 
to  one  year  and  180  days  from  the  date  of  death.  These  rules  operate  as 
follows: 

435a  Example:  The  year  and  90  days,  in  a given  case,  expired  on  February 
15,  1919,  or  ten  days  before  the  effective  date  of  the  Revenue  Act 
of  1918.  In  this  case  interest  at  the  rate  of  ten  per  centum  per  annum  should 
be  computed  for  the  period  of  one  year  and  100  days  from  the  date  of  death 
or  until  the  Revenue  Act  of  1918  took  effect.  If  the  tax  is  thereafter  paid 
.within  the  time  prescribed  by  the  new  act  (which  allows  an  additional  80 
days),  no  further  interest  accrues.  If  it  is  not  paid  within  that  period, 
additional  interest  accrues  at  the  rate  of  six  per  cent  from  February  25,  1919, 
when  the  Revenue  Act  of  1918  took  effect. 

435b  Example:  On  February  25,  1919,  in  a given  case,  only  one  year  and 
80  days  from  the  date  of  the  decedent’s  death  had  elapsed.  No 
penalty  having  been  incurred,  the  estate  has  100  additional  days  in  which  to 
make  payment,  viz,  the  year  and  180  days  prescribed  by  the  Revenue  Act 
of  1918.  If,  however,  the  tax  is  not  paid  within  this  period,  interest  accrues 
at  the  rate  of  six  per  cent  from  the  expiration  of  one  year  from  the  decedent’s 
death,  as  provided  by  the  Revenue  Act  of  1918  (see  Art.  94). 

436  Art.  121.  Repeal  of  previous  regulations. — The  foregoing  regula- 
tions are  prescribed  in  pursuance  of  the  authority  conferred  by  the 

statute,  and  all  rulings  inconsistent  with  them  are  hereby  revoked. 

(Regulations  No.  37,  Revised,  1919,  Signed  by  Commissioner  Daniel  C. 
Roper,  and  dated  August  8,  1919.  Released  August  14,  1919.) 
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CAPITAL  STOCK  TAX 

OR 

SPECIAL  EXCISE  TAX  ON  CORPORATIONS. 

BEING  PART  OF  TITLE  X OF  THE  REVENUE  ACT  OF  1918. 

(In  lieu  of  the  tax  heretofore  known  as  the  Capital  Stock  Tax.) 

Sec.  1000  [of  Title  X of  the  Revenue  Act  of  1918].  (a)  That 
on  and  after  July  1,  1918,  in  lieu  of  the  tax  imposed  by  the  first 
subdivision  of  section  407  of  the  Revenue  Act  of  1916  [special 
excise  tax  on  corporations:  the  so-called  capital  stock  tax] — 

[Domestic  Corporations.] 

(1)  Every  domestic  corporation  shall  pay  annually  a special 
excise  tax  with  respect  to  carrying  on  or  doing  business, 
equivalent  to  $1  for  each  $1,000  of  so  much  of  the  fair  average 
value  of  its  capital  stock  for  the  preceding  year  ending  June 
thirtieth  as  is  in  excess  of  $5,000.  In  estimating  the  value  of 
capital  stock  the  surplus  and  undivided  profits  shall  be  included ; 

[Foreign  Corporations.] 

(2)  Every  foreign  corporation  shall  pay  annually  a special 
excise  tax  with  respect  to  carrying  on  or  doing  business  in  the 
United  States,  equivalent  to  $1  for  each  $1,000  of  the  average 
amount  of  capital  employed  in  the  transaction  of  its  business  in 
the  United  States  during  the  preceding  year  ending  June  thirtieth. 

[Insurance  Companies.] 

(b)  In  computing  the  tax  in  the  case  of  insurance  companies 
such  deposits  and  reserve  funds  as  they  are  required  by  law  or 
contract  to  maintain  or  hold  for  the  protection  of  or  payment  to 
or  apportionment  among  policyholders  shall  not  be  included. 

[Exempt  Corporations.] 

(c)  The  taxes  imposed  by  this  section  shall  not  apply  in  any 
year  to  any  corporation  which  was  not  engaged  in  business  (or 
in  the  case  of  a foreign  corporation  not  engaged  in  business  in 
the  United  States)  during  the  preceding  year  ending  June  30, 
nor  to  any  corporation  enumerated  in  section  231  [for  list  of 
exempt  corporations  read  at  113050] . 

[Mutual  Insurance  Companies.] 

The  taxes  imposed  by  this  section  shall  apply  to  mutual  in- 
surance companies,  and  in  the  case  of  every  such  domestic  com- 
pany the  tax  shall  be  equivalent  to  $1  for  each  $1,000  of  the 
excess  over  $5,000  of  the  sum  of  its  surplus  or  contingent  re- 
serves maintained  for  the  general  use  of  the  business  and  any 
reserves  the  net  additions  to  which  are  included  in  net  income 
under  the  provisions  of  Title  II,  as  of  the  close  of  the  preceding 
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accounting  period  used  by  such  company  for  purposes  of  making 
its  income  tax  return  : Provided,  That  in  the  case  of  a foreign 
mutual  insurance  company  the  tax  shall  be  equivalent  to  $1  for 
each  $1,000  of  the  same  proportion  of  the  sum  of  such  surplus 
and  reserves,  which  the  reserve  fund  upon  business  transacted 
within  the  United  States  is  of  the  total  reserve  upon  all  business 
transacted,  as  of  the  close  of  the  preceding  accounting  period 
used  by  such  company  for  purposes  of  making  its  income  tax 
return. 

[Returns  to  be  Public  Records  Under  Restrictions.] 

3006  (d)  Section  257  [of  Title  II,  “Income  Tax”,  of  the  Revenue 
Act  of  1918]  shall  apply  to  all  returns  filed  with  the  Commis- 
sioner for  purposes  of  the  tax  imposed  by  this  section. 

[Credit  for  1918-1919  Special  Excise  Tax  already  Paid.] 

3007  Sec.  1004  [of  Title  X of  the  Revenue  Act  of  1918].  * * * 

Tf  the  corresponding  tax  imposed  by  section  407  of  the  Revenue 
Act  of  1916  [special  excise  tax  on  corporations:  the  so-called 
capital  stock  tax]  was  not  payable  by  stamp,  the  amount  paid 
under  such  section  for  any  period  for  which  a tax  is  also  imposed 
by  this  title  may  be  credited  against  the  tax  imposed  by  this  title. 

[Penalties.] 

3008  Sec.  1005.  That  any  person  who  carries  on  any  business  or 
occupation  for  which  a special  tax  is  imposed  by  sections  1000. 
1001,  or  100'2,  without  having  paid  the  special  tax  therein  pro- 
vided, shall,  besides  being  liable  for  the  payment  of  such  special 
tax,  be  subject  to  a penalty  of  not  more  than  $1,000  or  to  im- 
prisonment for  not  more  than  one  year,  or  both. 


[General  Administrative  Provisions  of  Law.] 

[Read  under  “Miscellaneous”  at  the  back  of  the  book.] 
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RULINGS,  REGULATIONS,  OPINIONS,  AND  DECISIONS 
UNDER  THE 

CAPITAL  STOCK  TAX  LAW. 


3009  Comment:  [Regulations  No.  38  (revised)  which  are  reproduced  below  in  small 
type,  were  issued  on  August  9,  1918,  and  in  terms,  sec  ^[3042,  superseded  all  pre- 
vious rules  and  regulations.  These  regulations  are  reprinted  here  in  order  that  the  inter- 
pretative and  administrative  rulings  of  the  Bureau  of  Internal  Revenue  based  on  the  old 
law  may  be  before  the  subscriber  pending  the  issuance  of  new  regulations  based  on  the  new 
law  provisions,  specifically.  The  basis  of  the  new  tax  is  the  same  as  that  of  the  old,  namely, 
“with  respect  to  carrying  on  or  doing  business.”  By  the  old  law  the  rate  for  a domestic 
corporation  was  50c.  for  each  $1,000  of  the  fair  value  of  its  capital  stock  with  a specific 
exemption  of. $99, 000;  by  the  present  law  the  rate  is  $1.00  for  each  $1,000  of  the  excess 
over  $5,000  of  the  fair  average  value  of  the  capital  stock.  By  the  old  law  the  rate  for  a for- 
eign corporation  was  50c.  for  each  $1,000  of  the  capital  actually  invested  in  the  transaction 
of  its  business  in  the  United  States,  with  an  exemption  of  a proportionate  part  of  $99,000;  by 
the  present  law  the  rate  is  $1.00  for  each  $1,000  of  the  average  amount  of  capital  employed 
in  the  transaction  of  its  business  in  the  United  States.  Mutual  insurance  companies  are 
taxed  in  a distinctive  manner,  ^[3005.  Bearing  these  changes  in  mind  the  extent  to  which 
the  rulings  which  follow  are  applicable  to  the  new  law  will  be  apparent.] 


REGULATIONS  No.  38  (REVISED) 

(T.  D.  2750.) 

RELATING  TO  THE 

CAPITAL  STOCK  TAX 

UNDER 

TITLE  IV  OF  THE  ACT  OF  SEPTEMBER  8,  1916. 


DOMESTIC  CORPORATIONS. 

301  0 Article  1.  Due  Date. — The  tax  became  effective  [July  1,  1918],  and'is  to  be  paid 
annually  in  advance  for  each  year  beginning  July  1,  except  as  to  the  first  payment 
* * * Special  taxes,  of  which  this  is  one,  become  due  on  the  1st  day  of  July  in  each 

year,  or  on  commencing  any  trade  or  business  on  which  such  tax  is  imposed.  In  the  former 
case  the  tax  is  reckoned  for  one  year,  and  in  the  latter  case  it  is  reckoned  proportionately 
from  the  first  day  of  the  month  in  which  the  liability  to  a special  tax  commenced  to  the  1st 
day  of  July  following.  But  see  Article  1 1.  No  tax  is  refundable  if  a corporation  ceases  to 
do  business  dufing  the  year. 

3011  Art.  2.  Scope  of  Tax:  Corporations  and  Joint-Stock  Companies. — The  tax 
applies  to  every  corporation,  joint-stock  company  or  association  (except  insurance 
cpmpanies),  now  or  hereafter  organized  in  the  United  States  for  profit  and  having  a capital 
stock  represented  by  shares,  irrespective  of  whether  it  is  the  creature  of  statute  or  of  con- 
tract. A corporation  is  organized  for  profit  if  its  stockholders  or  members  may  benefit 
pecuniarily  from  its  operations.  Joint-stock  associations  not  organized  under  any  statute 
and  so-called  Massachusetts  trusts  are  subject  to  the  tax.  Limited  partnerships  of  the 
New  York  type,  having  practically  no  characteristics  of  a corporation  or  joint-stock 
company  except  limited  liability  as  to  some  of  the  partners,  are  not  within  the  scope  of 
the  tax,  but  Pennsylvania  partnerships  with  limited  liability  and  similar  so-called  limited 
partnerships  or  partnership  associations,  having  perpetual  succession  and  capable  of 
taking  title  to  real  estate,  and  suing  in  the  common  name,  are  subject  to  the  tax,  although 
they  may  not  issue  stock  certificates  to  evidence  the  shares  of  the  members. 
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Art.  3.  Scope  of  Tax;  Insurance  Companies. — The  tax  also  applies  to  insurance 

3012  companies  which  arc  organized  under  a statute  or  derive  from  that  source  some 
quality  or  benefit  not  existing  at  the  common  law,  irrespective  of  whether  or  not 

they  arc  organized  for  profit  or  have  a capital  stock  represented  by  shares.  Mutual  and 
participating  plan  companies  are  included.  A mutual  protective  association  organized 
under  a statute,  whose  only  source  of  revenue  is  the  assessments  paid  by  its  members  and 
whose  net  income  for  each  year  is  paid  into  a reserve  fund,  constituting  the  sole  resource 
of  the  company,  aside  from  current  assessments,  for  the  payment  of  losses,  is  an  insurance 
company  within  the  meaning  of  the  statute. 

3013  Art.  4.  Basis  of  Tax. — The  tax  is  imposed  “with  respect  to  the  carrying  on  or 
doing  business”  by  a corporation.  It  may  be  described  generally  as  a tax  upon 

the  doing  of  business  in  the  capacity  of  a corporation,  joint-stock  company,  or  insurance 
company.  “Business”  is  a very  comprehensive  term  and  embraces  everything  about 
which  a person  can  be  employed.  Every  corporation  that  is  doing  business,  and  no  corpora- 
tion that  is  not  carrying  on  or  doing  business,  is  subject  to  the  tax.  As  corporations  are 
organized  to  do  business,  every  existing  corporation  will  be  presumed  to  be  subject  to  the 
tax  unless  it  submits  proof  satisfactory  to  the  Commissioner  of  Internal  Revenue  that  it  is 
not  doing  business.  The  distinction  is  between  the  mere  ownership  of  property  and  the 
actual  doing  of  business  in  the  capacity  above  designated.  The  fair  test  is  whether  a cor- 
poration has  reduced  its  activities  to  the  owning  and  holding  of  property  and  the  distribu- 
tion of  its  avails  and  doing  only  the  acts  necessary  to  continue  that  status,  or  is  still  active 
and  is  maintaining  its  organization  for  the  purpose  of  continued  efforts  in  the  pursuit 
of  profit  and  gain  and  such  activities  as  are  essential  to  those  purposes. 

Art.  5.  “Doing  Business”  Illustrated. — Corporations  organized  for  the  purpose 

3014  of  doing  business  and  actually  engaged  in  such  activities  as  buying  timber  lands 
and  other  real  estate,  leasing  property,  collecting  rents,  managing  office  buildings, 

making  investments  of  profits,  or  leasing  ore  lands  and  collecting  royalties,  managing 
wharves,  dividing  profits  and  in  some  cases  investing  the  surplus,  are  engaged  in  business 
within  the  meaning  of  the  statute.  A corporation  engaged  in  mining,  or  in  Owning,  develop- 
ing, and  speculating  in  mineral  lands,  is  doing  business.  A corporation  formed  to  take 
over  miscellaneous  stocks,  bonds,  and  other  property,  to  negotiate  the  sale  of  the  various 
items  from  time  to  time  as  opportunity  and  judgment  dictate,  and  to  distribute  the  pro- 
ceeds from  time  to  time  as  liquidation  is  effected,  is  organized  for  profit  and  while  engaged 
in  such  liquidation  is  carrying  on  business. 

Art.  6.  . Not  “Doing  Business.” — On  the  other  hand,  a corporation  which  has 

3015  discontinued  active  operations  and  whose  sole  purpose  and  activity  is  limited 
to  holding  the  title  to  a parcel  of  real  estate  subject  to  a long-term  lease  and  to 

receiving  and  distributing  the  rents  accruing  under  such  lease  is  not  doing  business.  The 
mere  receipt  of  income  from  leased  railroad  property,  which  is  used  in  business  by  the  lessee 
and  not  by  the  lessor,  and  the  receipt  of  interest  and  dividends  from  invested  funds,  bank 
balances,  and  the  like,  and  the  distribution  thereof  among  the  stockholders  of  a corporation, 
amount  to  no  more  than  receiving  the  ordinary  fruits  that  arise  from  the  ownership  of 
property  and  do  not  constitute  doing  business.  A holding  company  whose  objects  and 
activities  are  exclusively  restricted  to  holding  the  stocks  and  securities  of  other  corporations, 
and  a corporation  all  of  whose  property  and  business  is  operated  by  or  in  the  hands  of  a 
receiver  jot  the  alien  property  custodian,  are  not  doing  business. 

301  6 Art.  7.  Rate  of  Tax.  [See  ^[3001.] — The  tax  is  at  the  rate  of  50  cents  for  each 

full  $1,000  of  the  fair  value  of  the  capital  stock  of  a corporation,  in  estimating 
which  the  surplus  and  undivided  profits  shall  be  included.  The  tax  is  not  upon  the  par 
value  of  the  capital  stock,  but  upon  its  fair  average  value  for  the  preceding  fiscal  year  ending 
June  30.  As  regards  domestic  corporations,  it  is  on  an  entirely  different  basis  from  the  ex- 
cess profits  tax,  which  is  concerned  with  invested  capital  and  not  with  the  present  fair  value 
of  the  capital.  Moreover,  the  fair  value  of  the  entire  capital  stock  of  a corporation  is  not 
necessarily  the  product  of  the  market  value  of  each  share  multiplied  by  the  number  of  shares. 
For  the  method  of  computation  of  the  tax,  see  article  18.  Stock  in  the  treasury  of  a cor- 
poration is  not  regarded  "as  outstanding.  No  deduction  is  allowed  corporations  organized 
in  the  United  States  for  capital  invested  outside  the  United  States.  If  a corporation 
is  doing  any  business,  it  is  taxed  on  its  entire  capital  stock,  even  though  most  of  it  may 
not  be  employed  in  the  business. 
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Art.  8.  Proviso  as  to  Insurance  Companies. — In  ascertaining  the  value  of  their 
3017  capital  stock  for  the  purpose  of  the  tax  such  deposits  and  reserve  funds  of  insurance 
companies  as  they  are  required  by  law  or  contract  to  maintain  or  hold  for  the 
protection  of  or  payment  to  or  apportionment  among  policyholders  are  to  be  omitted. 
Aside  from  such  legal  reserve  funds  the  capital  stock  of  mutual  insurance  companies  con- 
sists of  any  capital  or  surplus  or  contingent  reserves  invested  in  real  estate  and  other 
assets  or  maintained  for  the  general  use  of  the  business.  [Note  carefully  ^[3005.] 

Art.  9.  Deduction  of  $99,000. — From  the  total  fair  value  of  the  capital  stock  the 
301  8 sum  of  $99,000  is  deductible  and  the  tax  is  upon  each  full  $1,000  of  any  balance. 

Accbrdingly,  corporations  the  fair  value  of  whose  capital  stock  is  not  more  than 
$99,000  are  not  subject  to  any  tax.  However,  for  the  purpose  of  avoiding  errors  every 
corporation  must  file  a return  as  directed  in  Article  18,  even  though  the  par  value  of  the 
fair  value  of  its  capital  stock  does  not  exceed  $99,000.  [Note  carefully  ^[300 1 .] 

Art.  10.  Credit  of  Munition  Manufacturer’s  Tax. — From  the  tax  payable  as 
301  9 above  determined,  the  amount,  if  any,  of  the  munition  manufacturer’s  tax  imposed 
by  Tjtle  III  of  the  Act  of  September  8,  1916  (no  longer  in  effect  since  January  1, 
1918),  actually  paid  by  the  corporation  since  making  its  last  previous  return  hereunder 
is  deductible. 

Art.  11.  Corporation  not  in  Business  During  Preceding  Year. — The  tax  does 

3020  not  apply  to  any  corporation  which  was  not  engaged  in  business  during  any  part 
of  the  fiscal  year  preceding  the  year  for  which  the  tax  is  due,  but  if  it  was  in  busi- 
ness even  one  day  it  is  subject  to  the  tax.  There  is  no  relation  between  the  amount  of  the 
tax  payable  and  the  length  of  time  the  corporation  was  in  business.  A corporation  engaged 
in  business  during  a part  of  the  preceding  year,  but  not  engaged  in  business  at  the  beginning 
of  the  taxable  year,  is  not  required  to  make  any  return  if  it  is  dissolved  or  in  process  of  dis- 
solution, but  if  it  is  only  temporarily  inactive  and  subsequently  during  the  year  engages 
in  business  it  should  file  a return  in  the  month  in  which  it  recommences  business.  A cor- 
poration organized  after  the  beginning  of  a taxable  year  is  not  subject  to  the  tax  for  the  re- 
maining portion  of  the  year  in  which  it  was  organized,  but  when  one  corporation  succeeds 
another  at  the  beginning  of  a fiscal  year,  and  the  old  cpncern,  pursuant  to  an  agreement 
entered  into  between  the  respective  organizations  during  the  preceding  fiscal  year,  ceases 
to  do  business  at  that  time,  the  business  being  carried  on  thereafter  by  the  new  concern, 
the  new  corporation  is  liable  to  the  tax. 

Art.  12.  Ex'empt  Corporations. — The  tax  does  not  apply  to  the  following  corpora- 

3021  tions  exempt  from  income  tax  under  the  provisions  of  [Title  II,  Income  Tax,  of 
the  Revenue  Act  of  1918.  For  list  of  such  exempt  corporations  see  ^J3050.] 

The.  provision  under  paragraph  “First”  exempting  from  tax  agricultural  and 

3022  horticultural  organizations  applies  only  to  those  corporations  that  are  engaged 
in  such  activities  merely  for  the  general  welfare  and  benefit  of  the  public,  con- 
ducting such  enterprises  as  agricultural  or  horticultural  fairs  or  exhibitions.  A corporation 
engaged  in  general  farming,  raising  cattle,  or  other  agricultural  business  for  profit  is  liable 
to  the  tax.  For  other  rulings  as  to  the  exempt  corporations  see  article  67  et  seq.  of  Income 
Tax  Regulations  No.  33  (revised). 


FOREIGN  CORPORATIONS. 

3023  Art.  13.  Foreign  Corporations:  Scope  of  Tax. — The  tax  is  payable  by  every 
corporation,  joint-stock  company  or  association,  or  insurance  company,  now  or 
hereafter  organized  for  profit  under  the  laws  of  any  foreign  country  and  engaged  in  business 
in  the  United  States.  In  general,  the  same  kinds  of  companies  and  associations  are  in- 
cluded as  in  the  case  of  domestic  corporations,  except  that  to  be  taxable  they  must  be  or- 
ganized under  some  statute  or  derive  from  that  source  some  quality  or  benefit  not  existing 
at  the  common  law.  A foreign  corporation  is  engaged  in  business  in  the  United  States  if 
it  maintains  agents  or  an  office  or  warehouse  here,  or  in  the  case  of  an  insurance  company 
writes  insurance  policies  here,  or  in  any  other  way  enters  the  United  States  for  the  pur- 
pose of  its  business. 
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Art.  14.  Foreign  Corporations:  Rate  of  Tax.  -The  tax  is  at  the  rate  of  o^rcents 

3024  for  each  full  $ 1,000  of  the  capital  of  the  foreign  corporation  actually  invested 
[employed]  in  the  transaction  of  its  business  in  the  United  States,  and  is  in  all 

cases  to  be  computed  on  the  basis  of  the  average  amount  of  capital  so  invested  during  the 
preceding  year,  except  for  the  deduction  of  legal  reserve  funds  in  the  case  of  insurance 
companies.  The  basis  of  the  tax  is  accordingly  different  from  that  in  the  case  of  domestic 
corporations  which  pay  a tax  measured  by  the  fair  value  of  their  capital  stock.  For  the 
method  of  computation  of  the  tax,  see  Article  20. 

Art.  15.  Foreign  Corporations:  Deduction. — In  ascertaining  the  taxable  invested 

3025  capital  an  exemption  from  the  amount  of  capital  invested  in  the  United  States 
is  allowed  equal  to  such  proportion  of  $99,000  as  the  amount  so  invested  bears  to 

the  total  amount  of  invested  capital  of  the  corporation,  but  this  exemption  applies  only 
if  the  corporation  makes  return  of  the  amount  of  capital  invested  in  the  transaction  of 
business  in  the  United  States  and  elsewhere  as  directed  in  Article  20,  and  a corporation 
making  no  return  of  capital  invested  outside  the  United  States,  irrespective  of  the  size  of 
its  capital,  is  entitled  to  no  deduction.  [Read  carefully  ^[3002.] 

Art.  16.  Foreign  Corporations:  Credit  and  Exemptions. — A credit  of  any  pay  ment 

3026  of  the  munition  manufacturer’s  tax  and  the  exemption  from  tax  of  certain  cor- 
porations apply  alike  to  foreign  corporations  and  to  domestic  corporations. 

See  Articles  10,  11  and  12.  ‘“Engaged  in  business”  in  the  case  of  a foreign  corporation 
means  engaged  in  business  in  the  United  States., 

Art.  17.  Punishment  for  Violation. — Every  corporation  which  doesi  business 

3027  without  having  paid  the  tax  shall,  [besides  being  liable  for  the  payment  of  such 
special  tax,  be  subject  to  a penalty  of  not  more  than  $1,000  or  to  imprisonment 

for  not  more  than  one  year,  or  both.  See  "1|3008.]  In  addition  to  the  punishment  specified 
such  a corporation  is  subject  to  other  penalties  provided  by  the  internal  revenue  laws,  some 
of  which  are  referred  to  in  Articles  22  and  23.  A corporation  paying  the  capital  stock  tax 
is  not  on  that  account  exempt  from  any  occupational  tax. 

Art.  18.  Return  by  Domestic  Corporations. — Every  domestic  corporation  shall 

3028  make  return  on  Form  707  (Appendix  A),  regardless  of  the  par  value  of  its  capital 
stock.  The  fair  average  value  of  the  capital  stock  of  a corporation  and  the  tax 

payable  thereon  shall  be  determined  in  accordance  with  the  instructions  in  the  form,  which 
provides  in  Exhibit  A for  the  book  value  of  the  capital  stock,  in  Exhibit  B for  the  market 
value,  and  in  Exhibit  C for  the  value  based  on  capitalizing  the  earnings.  All  the  informa- 
tion called  for  must  be  given  in  every  case  where  it  is  procurable. 

3029  Art.  19.  “Fair  Value”  of  Capital  Stock. — * * * The  Commissioner  of 

Internal  Revenue  will  estimate  the  fair  value  of  the  capital  stock  in  cases  regarded 

as  involving  any  understatement  or  undervaluation.  When  a second  assessment 
is  made  in  case  of  any  return  which  in  the  opinion  of  the  collector  was  false  or  fraudulent, 
or  contained  any  understatement  or  undervaluation,  no  tax  collected  under  such  assessment 
shall  be  recovered  by  any  suit  unless  it  is  proved  that  the  return  was  not  [willfully]  false 
or  fraudulent  and  did  not  contain  any  [willful]  understatement  or  undervaluation. 

Art.  20.  Return  by  Foreign  Corporations. — Every  foreign  corporation  shall 
303  0 make  return  on  Form  708  (Appendix  B),  irrespective  of  the  amount  of  capital 
employed  either  at  home  or  in  this  country  in  the  transaction  of  its  business.  The 
capital  actually  invested  [employed]  in  the  transaction  of  the  business  of  a foreign  corpor- 
ation in  the  United  States  and  the  tax  payable  thereon  shall  be  determined  as  follows: 

(1)  Take  the  entire  invested  capital  of  the  corporation,  as  shown  by  its  last 

3031  return  within  the  year  ending  June  30  for  the  purpose  of  the  war  excess  profits 
tax  imposed  by  the  Act  of  October  3,  1917,  or  if  no  such  excess  profits  tax 

return  has  been  made  by  the  corporation,  compute  the  invested  capital  for  its  fiscal  year 
ending  within  the  year  ending  June  30  in  accordance  with  the  War  Excess  Profits  Tax 
Regulations. 

(2)  Find  the  proportion,  expressed  in  percentage,  which  the  net  income  from 

3032  sources  within  the  United  States  bears  to  the  entire  net  income  for  the  fiscal 
year  ending  within  the  year  ending  June  30,  such  income  being  ascertained  upon 

the  same  basis  and  in  the  same  manner  as  for  the  income  and  excess  profits  taxes. 

3033  (3)  Apply  the  percentage  found  in  (2)  to  the  average  invested  capital  ascertained 
in  (1),  the  result  being  the  amount  of  capital  invested  in  the  United  States. 
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3034  (4)  Apply  the  percentage  found  in  (2)  to  $99,000,  and  subtract  the  result  from 

the  amount  of  capital  invested  in  the  United  States,  as  ascertained  in  (3). 


(5)  Compute  the  amount  of  the  tax  at  the  rate  of  50  cents  for  each  full  $1,000 

3035  of  the  net  amount  of  capital  invested  in  the  United  States,  as  ascertained  in  (4). 

(6)  Subtract  the  amount  of  the  munition  manufacturer’s  tax,  if  any,  paid  under 

3036  Title  III  of  the  Act  of  September  8,  1916,  since  the  last  previous  return. 


3037  (7)  The  result  of  (6)  is  the  net  amount  of  tax  due. 

Art.  21.  Time  for  Making  Return. — It  shall  be  the  duty  of  every  corporation 

3038  liable  to  the  tax  on  or  before  the  31st  day  of  July  in  each  year  to  make  a return 
verified  by  oath,  to  the  collector  of  the  district  where  it  is  located.  If  any  corpora- 
tion fails  to  make  and  file  a return  at  the  time  prescribed  by  law,  or  makes,  willfully  or 
otherwise,  a false  or  fraudulent  return,  the  collector  shall  make  the  return  from  his  own 
knowledge  and  from  such  information  as  he  can  obtain  through  testimony  or  otherwise. 
Any  return  so  made  and  subscribed  by  a collector  shall  be  prima  facie  good  and  sufficient 
for  all  legal  purposes.  If  the  failure  to  file  a return  is  due  to  sickness  or  absence,  the  collector 
may  allow  such  further  time  nor  exceeding  30  days,  for  making  and  filing  the  return  as 
he  deems  proper. 

Art.  22.  Penalty  for  Failure  to  Make  or  for  False  Return. — In  case  of  any  failure 

3039  to  make  and  file  a return  within  the  time  prescribed  by  law  or  by  the  collector, 
the  Commissioner  of  Internal  Revenue  shall  add  to  the  tax  [25]  per  cent  of  its 

amount,  except  that,  where  a return  is  voluntarily  and  without  notice  from  the  collector 
filed  after  such  time  and  it  is  shown  that  the  failure  to  file  it  was  due  to  a reasonable  cause 
and  not  to  willful  neglect,  no  such  addition  shall  be  made  to  the  tax.  In  case  a false  or 
fraudulent  return  is  willfully  made,  the  Commissioner  of  Internal  Revenue  shall  add  to  the 
tax  [50]  per  cent  of  its  amount.  The  amount  so  added  to  any  tax  shall  be  collected  at  the 
same  time  and  in  the  same  manner  and  as  part  of  the  tax  unless  the  tax  has  been  paid  before 
the  discovery  of  the  neglect,  falsity,  or  fraud,  in  which  case  the  amount  so  added  shall  be 
collected  in  the  same  manner  as  the  tax. 

Art.  23.  Time  of  Payment  of^Tax. — All  assessments  shall  be  made  by  the  Corn- 

3040  missioner  of  Internal  Revenue.  The  collector  shall  within  10  days  after  receiving 
any  list  of  taxes  from  the  Commissioner  of  Internal  Revenue  give  notice  to  each 

corporation  liable  to  pay  any  tax  stated  therein,  to  be  left  at  its  place  of  business  or  to  be 
sent  by  mail,  stating  the  amount  of  such  tax  and  demanding  payment  thereof.  If  such 
corporation  does  not  pay  the  tax  within  10  days  after  the  service  or  the  sending  by  mail 
of  such  notice,  it  shall  be  the  duty  of  the  collector  to  collect  the  said  tax  with  a penalty 
of  5 per  cent  additional  upon  the  amount  of  the  tax  and  interest  at  the  rate  of  1 per  cent 
a month.  A collector  has  no  authority  to  extend  the  time  for  payment  of  the  tax,  and  any 
extension  granted  by  him  would  be  at  his  own  risk.  The  collector  may  accept  payment 
of  the  tax  when  the  return  is  filed  as  an  “advance  collection,”  subject  to  any  adjustment 
later  found  necessary,  but  no  corporation  is  required  to  pay  the  tax  until  after  notice  and 
demand. 


Art.  24.  Miscellaneous  Provisions.— So-called  subsidiary  corporations,  all  or  a 

3041  part  of  the  stock  of  which  is  owned  by  another  corporation,  must  render  returns 
in  the  same  way  as  other  corporations.  No  deduction  is  allowed  in  the  return  of  a 

holding  corporation  for  the  tax  paid  by  a subsidiary.  The  term  “corporation”  is  used  in 
these  regulations  for  convenience  to  include  also  “joint-stock  company  or  association” 
and  “insurance  company.”  “United  States”  includes  the  States,  the  Territories  of  Alaska 
and  Hawaii,  and  the  District  of  Columbia. 

3042  Art.  25.  Promulgation. — In  pursuance  of  the  statute  the  foregoing  regulations 
are  hereby  made  and  promulgated  and  all  prior  rulings  are  hereby  superseded. 


Approved  August  9,  1918: 

L.  S.  Rowe, 

Acting  Secretary  of  the  Treasury. 


Daniel  C.  Roper, 
Commissioner  of  internal  Revenue 
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General  Instructions.-  Domestic  Corporations. 

[Embodied  in  the  above  regulations  as  part  of  Appendix  A.] 

3043  1.  Nature  of  Tax. — The  capital  stock  tax  due  July  1,  1918,  is  an  excise  tax  payable 
in  advance  for  the  privilege  of  doing  business  from  July  1,  1918,  to  June  30,  1919. 

The  amount  of  the  tax  is  payable  to  the  collector  at  any  time  after  July  1,  1918,  but  penalties 
for  nonpayment  do  not  attach  until  10  days  after  notice  and  demand  has  been  served  by  the 
collector  upon  the  taxpayer. 

3044  2.  Date  of  Filing  Returns. — On  or  before  July  31,  1918,  and  annually  thereafter 
during  the  month  of  July. 

3045  3.  Corporations  Required  to  Make  Return. — Every  corporation,  joint-stock 
company  or  association  (except  insurance  companies)  now  or  hereafter  organized 

in  the  United  States  for  profit  and  having  a capital  stock  represented  by  shares,  irrespective 
of  whether  it  is  the  creature  of  statute  or  of  contract,  engaged  in  business  at  any  time 
during  the  preceding  year  July  1,  1917,  to  June  30,  1918,  and  not  specifically  exempt 
under  the  provisions  of  section  11,  Title  I,  of  the  Act  of  September  8,  1916,  must  file  a return. 
Joint-stock  associations  not  organized  under  any  statute,  so-called  Massachusetts  Trusts, 
and  Pennsylvania  partnerships  with  limited  liability  and  similar  so-called  limited  partner- 
ships or  partnership  associations  are  subject  to  the  tax. 

Insurance  companies  organized  under  a statute  or  deriving  from  that  source 

3046  some  quality  or  benefit  not  existing  at  the  common  law,  whether  or  not  they  are 
organized  for  profit  or  have  a capital  stock  represented  by  shares,  engaged  in 

business  at  any  time  during  the  preceding  year  July  1,  1917,  to  June  30,  1918,  and  not 
specifically  exempt  under  the  provisions  of  section  11,  Title  I,  of  the  Act  of  September  8, 
1916,  must  file  a return.  Mutual  and  participating  plan  insurance  companies  are  included. 

4.  The  Collector  May  Make  Return. — If  any  corporation  or  association  fails  to 

3047  make  and  file  a return  within  the  time  prescribed  by  law,  or  makes  a false  or 
fraudulent  return,  the  collector  or  his  deputy  is  authorized  to  make  the  return 

from  his  own  knowledge  and  from  such  information  as  he  can  obtain  through  testimony 
or  otherwise.  Such  return  when  subscribed  by  the  collector  or  his  deputy  shall  be  prima 
facie  good  and  sufficient  for  all  legal  purposes. 

5.  Extension  of  Time. — If  failure  to  file  a return  within  the  prescribed  time  is 

3048  due  to  the  sickness  or  absence  of  an  officer  required  to  sign  the  return,  the  collector 
may  allow  an  extension  of  not  more  than  30  days  for  making  and  filing  the  return, 

provided  an  application  in  writing  is  made  prior  to  the  expiration  of  the  period  in  which  the 
return  should  have  been  filed.  If  an  extension  of  time  is  granted,  the  letter  of  the  collector 
should  be  attached  to  the  return. 

6.  Signature  and  Verification. — Returns  must  be  signed  and  verified  by  two  officers 

3049  of  the  corporation — that  is,  by  the  president,  vice-president,  or  other  principal 
officer,  and  by  the  treasurer  or  other  financial  officer,  and  must  be  sworn  to  before 

an  officer  authorized  to  administer  oaths,  and  the  seal  of  the  attesting  officer,  if  he  is  re- 
quired to  have  a seal,  must  be  impressed  on  the  return.  The  name  of  the  corporation 
and  the  names  of  the  officers  signing  the  return  should  be  plainly  written  or  printed  on 
the  return. 


Exempt  Corporations. 

[Read  at  1f3004.] 

3050  Sec.  231  [of  the  Revenue  Act  of  1918  of  which  Title  III,  War- 
Profits  and  Excess-Profits  Tax,  is  a part].  That  the  following 
organizations  shall  be  exempt  from  taxation  under  this  title — 

(1)  Labor,  agricultural,  or  horticultural  organizations; 

(2)  Mutual  savings  banks  not  having  a capital  stock  represented  by 
shares; 

(3)  Fraternal  beneficiary  societies,  orders,  or  associations,  (a)  oper- 
ating under  the  lodge  system  or  for  the  exclusive  benefit  of  the  mem- 
bers of  a fraternity  itself  operating  under  the  lodge  system,  and  (b) 
providing  for  the  payment  of  life,  sick,  accident,  or  other  benefits  to 
the  members  of  such  society,  order,  or  association  or  their  dependents; 

(4)  Domestic  building  and  loan  associations  and  cooperative  banks 
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(3050)  without  capital  stock  organized  and  operated  for  mutual  purposes  and 
without  profit; 

(5)  Cemetery  companies  owned  and  operated  exclusively  for  the  benefit 
of  their  members; 

(6)  Corporations  organized  and  operated  exclusively  for  religious, 
charitable,  scientific,  or  educational  purposes,  or  for  the  prevention 
of  cruelty  to  children  or  animals,  no  part  of  the  net  earnings  of  which 
inures  to  the  benefit  of  any  private  stockholder  or  individual; 

(7)  Business  leagues,  chambers  of  commerce,  or  boards  of  trade,  not 
organized  for  profit  and  no  part  of  the  net  earnings  of  which  inures 
to  the  benefit  of  any  private  stockholder  or  individual; 

(8)  Civic  leagues  or  organizations  not  organized  for  profit  but  oper- 
ated exclusively  for  the  promotion  of  social  welfare; 

(9)  Clubs  organized  and  operated  exclusively  for  pleasure,  recreation, 
and  other  nonprofitable  purposes,  no  part  of  the  net  earnings  of  which 
inures  to  the  benefit  of  any  private  stockholder  or  member; 

(10)  Farmers’  or  other  mutual  hail,  cyclone,  or  fire  insurance  com- 
panies, mutual  ditch  or  irrigation  companies,  mutual  or  cooperative 
telephone  companies,  or  like  organizations  of  a purely  local  character, 
the  income  of  which  consists  solely  of  assessments,  dues,  and  fees 
collected  from  members  for  the  sole  purpose  of  meeting  expenses; 

(11)  Farmers’,  fruit  growers’,  or  like  associations,  organized  and  oper- 

ated as  sales  agents  for  the  purpose  of  marketing  the  products  of  mem- 
bers and  turning  back  to  them  the  proceeds  of  sales,  less  the  necessary 
selling  expenses,  on  the  basis  of  the  quantity  of  produce  furnished  by 
them;  **- 

(12)  Corporations  organized  for  the  exclusive  purpose  of  holding  title 
to  property,  collecting  income  therefrom,  and  turning  over  the  entire 
amount  thereof,  less  expenses,  to  an  organization  which  itself  is  exempt 
from  the  tax  imposed  by  this  title; 

(13)  Federal  land  banks  and  national  farm-loan  associations  as  pro- 
vided in  section  26  of  the  Act  approved  July  17,  1916,  entitled  “An  Act 
to  provide  capital  for  agricultural  development,  to  create  standard  forms 
of  investment  based  upon  farm  mortgage,  to  equalize  rates  of  interest 
upon  farm  loans,  to  furnish  a market  for  United  States  bonds,  to  create 
Government  depositaries  and  financial  agents  for  the  United  States,  and 
for  other  purposes”; 

(14)  Personal  service  corporations. 


Appendix  B. 

General  Instructions — Foreign  Corporations. 

[As  prescribed  on  the  back  of  Form  708.] 

3051  1.  Nature  of  Tax. — The  capital  stock  tax  due  July  1,  1918,  is  an  excise  tax,  payable 
in  advance,  for  the  privilege  of  doing  business  from  July  1,  1918,  to  June  30, 

1919.  The  amount  of  the  tax  is  computed  upon  the  capital  invested  [employed]  by  a foreign 
corporation  in  the  transaction  of  its  business  in  the  United  States  for  the  preceding  fiscal 
year,  and  it  is  payable  to  the  collector  at  any  time  after  July  1,  1918,  but  penalties  for  non- 
payment do  not  attach  until  10  days  after  notice  and  demand  has  been  served  by  the 
collector  upon  the  taxpayer. 

3052  2.  Time  of  Filing  Returns. — On  or  before  July  31,  1918,  and  annually  thereafter. 

3053  3.  Foreign  Corporations  Required  to  Make  Returns. — Every  corporation,  joint- 
stock  company  or  association,  or  insurance  company,  organized  for  profit  under 

the  laws  of  any  foreign  country  and  engaged  in  business  in  the  United  States,  shall  make 
return  on  this  form  irrespective  of  the  amount  of  capital  employed  in  this  country  or  else- 
where in  the  transaction  of  its  business,  unless  such  corporation  or  association  was  not 
engaged  in  business  in  the  United  States  during  the  preceding  fiscal  year  July  1,  1917,  to 
June  30,  1918,  or  is  specifically  exempt  under  the  provisions  of  section  11,  Title  I,  of  the 
Act  of  September  8,  1916. 
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4.  Collector  May  Make  Return. — If  any  corporation  or  association  fails  to  make 

3054  and  file  a return  within  the  time  prescribed  by  law  or  makes  a false  or  fraudulent 
return,  the  collector  or  his  deputy  is  authorized  to  make  the  return  from  his 

own  knowledge  and  from  such  information  as  he  can  obtain  through  testimony  or  otherwise. 
Such  return,  when  subscribed  by  the  collector  or  his  deputy,  shall  be  prima  facie  good  and 
sufficient  for  all  legal  purposes. 

5.  Extension  of  Time. — If  failure  to  file  a return  is  due  to  the  sickness  or  absence 

3055  of  an  officer  required  to  sign  the  return,  the  collector  may  allow  an  extension  of 
not  more  than  30  days  for  making  and  filing  the  return,  provided  an  application 

in  writing  is  made  prior  to  the  expiration  of  the  period  in  which  the  return  should  have 
been  filed. 

6.  Signatures  and  Verification. — Returns  must  be  signed  and  verified  by  the 

3056  agent  or  attorney  or  other  principal  officer  in  charge  of  the  United  States  branch 
of  the  foreign  corporation  and  must  be  sworn  to  before  an  officer  authorized  to 

administer  oaths,  and  the  seal  of  the  attesting  officer,  if  he  is  required  to  have  a seal,  must 
be  impressed  on  the  return  in  the  space  provided  for  that  purpose. 

7.  Corporations  Liable  to  Tax. — Every  corporation,  joint-stock  company  or  asso- 

3057  ciation,  or  insurance  company,  now  or  hereafter  organized  for  profit  under  the 
laws  of  any  foreign  country  and  engaged  in  business  in  the  United  States,  shall 

be  liable  to  the  special  excise  tax  of  50  cents  for  each  full  $1,000  * * * of  the  capital 

invested  [employed]  in  the  transaction  of  its  business  in  the  United  States,  except  such 
companies  and  associations  as  are  specifically  exempt  under  section  1 1 of  Title  I of  the  Act 
of  September  8,  1916. 

8.  New  Corporations. — This  tax  shall  not  be  imposed  upon  any  corporation, 

3058  joint-stock  company  or  association,  or  insurance  company  not  engaged  in  business 
in  the  United  States  during  the  fiscal  year  July  1,  1917,  to  June  30,  1918. 

3059  9.  Computation  of  Tax. — The  tax  imposed  upon  corporations  or  associations 
shall  be  computed  upon  the  actual  capital  invested  [employed]  in  the  transaction 

of  their  business  in  the  United  States,  as  prescribed  on  the  face  of  this  form. 
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THE  INDEX  on  the  blue  sheets  at  the  back  of  the  book  indexes 
The  Capital  Stock  Tax  Law  and  all  regulations,  etc.,  relating 
thereto,  to  and  including  page  610,  opposite.  Page  611 
following,  and  the  pages  following  that  page  are 
unindexed,  temporarily. 

THE  RUNNING  TABLE  OF  CONTENTS,  on  Supplementary 
Page  16,  at  the  back  of  the  book,  should  be  consulted  for  matter 
temporarily  unindexed.  This  table  consists  of  a list  of  all 
Treasury  Decisions,  etc.,  printed  in  the  Service,  showing 
the  general  subject  covered  by  each  regulation, 
ruling  or  other  matter. 
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THE  INDEX  on  the  blue  sheets  at  the  back  of  the  book  indexes 
the  Capital  Stock  Tax  Law  and  all  regulations,  etc.,  relating 
thereto,  to  and  including  page  610.  Page  611,  opposite, 
et  seq.,  are  unindexed,  temporarily. 

THE  RUNNING  TABLE  OF  CONTENTS  on  Supplementary 
Page  16,  at  the  back  of  the  book,  should  be  consulted  for  matter 
temporarily  unindexed.  This  table  consists  of  a list  of  all 
Treasury  Decisions,  etc.,  printed  in  the  Service,  showing 
in  a general  way,  the  subject  covered  by  each 
regulation,  ruling  or  other  matter. 
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(T.  D.  2800.) 

3060  Liability  to  Capital  Stock  Tax  of  Railroad  Corporations  Whose 
3001  Properties  are  Held  and  Operated  by  the  Federal  Government 
3013  under  the  Army  Appropriation  Act,  Approved  August  29,  1916. — 

Under  Section  407  of  the  Act  of  September  8,  1916,  every  domestic 
corporation  was  required  to  pay  annually  a special  excise  tax  with  respect 
to  the  carrying  on  or  doing  business,  equivalent  to  50  cents  for  each  $1,000 
of  the  fair  value  of  its  capital  stock.  The  Act  approved.  February  24,  1919, 
increased  the  tax  to  $1.00  for  each  $1,000  of  the  fair  average  value  of  the 
capital  stock,  and  reduced  the  exemption  from  $99,000  to  $5,000.  Questions 
have  been  raised  as  to  the  liability  to  the  capital  stock  tax  of  corporations 
owning  railroads  controlled  and  operated  by  the  Federal  Government. 
Such  a concern  is  exempt  from  liability  for  a given  tax  year  only  in  case  it 
does  no  business  during  such  year.  The  liability  of  a concern  which  actually 
does  do  business  is  not  affected  by  the  control  exercised  by  the  Government. 
For  the  purpose  of  determining  whether  or  not  a corporation  owning  a railroad 
operated  and  controlled  by  the  Federal  Government  did  or  did  not  do  business 
during  a given  year,  the  following  rules  have  been  laid  down: 

3061  Organization.  A corporation  may  perform  the  acts  necessary  to  main- 
tain an  effective  organization,  offices  and  clerical  force,  pay  salaries, 

elect  directors  and  officers,  hold  meetings,  etc.,  without  being  regarded  as 
doing  business. 

3062  Ownership . Tax  does  not  attach  because  of  mere  naked  ownership 
either  of  railroad  property  or  other  property. 

3063  Management.  A corporation  which  takes  any  part  in  the  actual 
management  of  a railroad  or  other  enterprise,  as,  for  instance,  a coal 

mine,  is  doing  business.  A corporation  may,  however,  collect  and  distribute 
the  income  from  property  which  it  does  not  manage  without  incurring 
liability. 

3064  Maintenance  and  Improvement.  A corporation  which  directly  main- 
tains or  improves  or  enters  into  wire,  siding,  conduit,  crossing,  or 

other  contracts  for  the  maintenance  or  improvement  of  railroad  or 
other  directly  productive  property,  will  generally  be  held  liable.  However, 
if  the  execution  of  such  contracts  by  the  corporation  is  a mere  formality  for 
the  accommodation  of  the  United  States  Railroad  Administration,  and  finan- 
cial responsibility  therefor  is  assumed  by  the  United  States,  the  execution 
thereof  will  not  be  regarded  as  doing  business  by  the  company. 

3065  Borrowing.  Borrowing  for  the  purchase  of  Government  bonds  or 
in  connection  with  obligations  previously  assumed  is  not  regarded 

as  doing  business.  Borrowing  for  the  purpose  of  financing  new  oper- 
ations will  be  regarded  as  the  doing  of  business. 

3066  Purchase.  A corporation  may  purchase  stocks  and  bonds  of  other 
concerns  and  similar  intangible  property,  which  would  be  considered 

as  “maintaining  investments,”  without  incurring  liability.  The  pur- 
chase of  railroad  equipment  or  of  real  estate  or  other  tangible  property, 
whether  for  railroad  or  other  productive  purposes  or  for  resale,  certainly  is 
doing  business  in  any  ordinary  sense  and  such  activity  is  regarded  as  ground 
for  assessment  of  the  tax. 
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3067  Sale.  A concern  which  sells  its  entire  property  or  a part  once  used  in 
operating  its  business  and  for  which  it  has  no  further  use  in  the 

conduct  of  its  business  does  not  thereby  incur  liability.  This,  how- 
ever, would  not,  presumably,  apply  to  the  sale  of  property  not  acquired  for 
use  in  connection  with  the  conduct  of  business.  The  sales  of  property  acquir- 
ed for  speculative  purposes  or  in  the  course  of  a business  of  dealing  in  such 
property  would  cause  liability  to  attach. 

3068  Leases.  A concern  which  makes  long  term  leases,  whereby  it  parts 
with  the  cohtrol  of  the  property,  which  is  to  be  maintained  by  the 

lessee,  will  be  regarded  as  thereby  going  out  of  business  with  respect 
to  such  property,  and  the  execution  of  such  leases  will  accordingly  not  be 
treated  as  doing  business.  However,  the  execution  of  leases  whereby  the 
corporations  are  obligated  to  maintain  the  property  or  covering  property 
held  for  renting  purposes  will  be  regarded  as  doing  business 

3069  In  short,  it  is  concluded  that:  (1)  A corporation  owning  a railroad 

operated  by  the  Federal  Government  may,  without  incurring  liability 

to  the  capital  stock  tax,  (a)  maintain  its  corporate  organization; 
(b)  own  property;  (c)  collect  and  distribute  the  income  therefrom;  (d)  pur- 
chase stocks  and  bonds  of  other  organizations;  (e)  sell  all  or  part  of  the 
property  used  in  the  operation  of  its  railroad  or  other  business;  (f)  enter  into 
long  term  leases  whereby  it  is  divested  of  control  of  and  is  not  obligated  to 
maintain  the  property;  and  (g)  borrow  money  for  the  purchase  of  Govern- 
ment bonds  or  for  the  financing  of  obligations  previously  incurred. 

3 070  (2)  A corporation  will  incur  liability  if  it  (a)  manages,  (b)  maintains, 

or  (c)  purchases  railroad  or  other  tangible  property;  (d)  sells  property 
not  used  in  the  conduct  of  the  railroad  or  other  business;  (e)  borrows  money 
for  the  financing  of  new  operations;  or  (f)  makes  leases  of  property  held  for 
renting  purposes,  or  whereby  it  is  obligated  to  maintain  the  property. 

3071  The  extent  of  the  activity,  if  it  is  of  a kind  causing  liability  to  incur, 
is  unimportant.  Von  Baumbach  v.  Sargent  Land  Co .,  et  al.,  242 
U.  S.  502. 

307  2 To  assist  in  determining  the  question  of  liability  under  the  statute 
as  interpreted  in  the  rules  laid  down  above,  each  corporation  owning 
a railroad  under  Federal  control  and  operation  and  claiming  exemption  from 
the  tax  will  be  required  to  file  an  affidavit  supplying  certain  information. 
No  claim  on  file  or  hereafter  filed  will  be  favorably  considered  in  the  absence 
of  such  affidavit.  A printed  form  has  been  prepared.  Copies  thereof  may 
be  secured  upon  application.  It  reads  as  follows: 

TREASURY  DEPARTMENT 

Bureau  of  Internal  Revenue 
AFFIDAVIT 

CAPITAL  STOCK  TAX — Railroad  Corporations. 

Each  corporation  owning  a railroad  and  claiming  exemption  from  the 
Capital  Stock  Tax  on  the  ground  that  the  railroad  is  controlled  and  operated 
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by  the  Federal  Government  shall  execute  this  form.  All  answers  must  relate 
to  the  period  for  which  exemption  is  claimed,  unless  otherwise  indicated. 

Name  of  corporation 

Address 


For  which  period  is  exemption  claimed?  (Ans.)  Taxable  year  ended  June 
30,  19 

1.  (a)  Did  the  corporation  maintain  its  corporate  organization? 

(b)  Did  it  own  tangible  property  other  than  railroad  property? 

(c)  (1)  Did  it  collect  and  distribute  the  income  from  the  railroad 

property? 

(2)  Did  it  receive  any  income  from  other  than  railroad  and  intangible 
property? 

(d)  Did  it  purchase  stocks  and  bonds  of  other  organizations? 

(e)  (1)  Did  it  sell  all  or  any  part  of  the  property  used  in  the  operation 

of  its  railroad? 

(2)  Did  it  sell  all  or  any  part  of  the  property  used  in  the  operation 
of  any  other  business? 

(f)  Did  it  enter  into  any  long  term  lease  or  leases  whereby  it  was  divested 

of  control  of  and  was  not  obligated  to  maintain  the  property? 

(g)  (1)  Did  it  borrow  money  for  the  purchase  of  Government  bonds? 
(2)  Did  it  borrow  money  for  the  financing  of  obligations  previously? 

2.  (a)  (1)  Did  the  company  take  any  part  in  the  management  of  a railroad? 

(2)  Did  it  take  any  part  in  the  management  of  other  property? 

(b)  (1)  Did  it  take  any  part  in  the  maintenance  of  a railroad? 

(2)  Did  it  take  any  part  in  the  maintenance  of  any  other  property? 


(c)  (1)  Did  it  purchase  railroad  property? 

(2)  Did  it  purchase  any  other  tangible  property? 

(d)  (1)  Did  it  sell  property  not  use>d  in  the  conduct  of  the  railroad? 

(2)  Did  it  sell  property  not  used  in  the  conduct  of  any  business? 

(e)  (1)  Did  it  borrow  money  for  the  financing  of  new  operations  in  con- 

nection with  the  railroad  property? 

(2)  Did  it  borrow  money  for  the  financing  of  new  operations  in  con- 
nection with  other  property? 

(f)  (1)  Did  it  make  leases  of  property  held  for  renting  purposes? 
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(2)  Did  it  make  leases  of  property  whereby  it  was  obligated  to  main- 
tain the  property? 

3.  (a)  State  briefly  the  nature  of  any  expenses  other  than  general  office 

expense 


(b)  Was  there  any  income  other  than  the  compensation  received  from  the 

Federal  Government? 

Amount  received 

From  whom  received? 

Remuneration  for? 


(c)  Were  there  any  losses? 

Amount 

Cause 


(d)  (1)  State  briefly  the  nature  of  any  contracts  (except  contracts  with 
the  Federal  Government)  relating  to  the  actual  operation  or 
maintenance  of  the  railroad 


(2)  State  briefly  the  nature  of  any  contracts  relating  to  the  actual 
operation  of  other  property 


We, , President,  and , Treas- 

urer of  the  above  named  company,  being  severally  duly  sworn,  each  for 
himself  deposes  and  says  that  the  data  contained  in  the  foregoing  affidavit 
are,  to  his  best  knowledge  and  belief  and  from  such  information  as  he  has  been 
able  to  obtain,  true  and  correct. 


President. 


Sworn  to  and  subscribed  before  me  this 
: day  of , 1919. 


Secretary. 


(Offlciahcapacity  of  officer  taking  affidavit.) 

(T.  D.  2800,  signed  by  Commissioner  Daniel  C.  Roper,  and  dated  March 
12,  1919.) 
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[Released  May  3,  1919.] 
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IMPOSITION  OF  TAX. 

3073  Article  1.  Due  Date  cf  Tax. — The  tax  became  effective  as  of  July 

3000  1,  1918,  and  is  to  be  paid  annually  in  advance  for  each  year  beginning 
July  1,  in  lieu  of  the  capital  stock  tax  imposed  by  the  Revenue  Act 

of  1916.  The  tax  for  the  first  year  ending  June  30,  1919,  although  necessarily 
not  payable  in  advance,  must  be  paid  upon  notice  and  demand  by  the  collector. 
See  article  111.  Special  taxes,  of  which  this  is  one,  become  due  on  the  1st 
day  of  July  in  each  year,  or  on  commencing  any  trade  or  business  on  which 
such  tax  is  imposed.  In  the  former  case  the  tax  is  reckoned  for  one  year,  and 
in  the  latter  case  it  is  reckoned  proportionately  from  the  first  day  of  the  month 
in  which  the  liability  to  a special  tax  commenced  to  the  1st  day  of  July 
following.  But  see  article  51.  No  tax  is  refundable  if  a corporation  ceases 
to  do  business  during  the  year. 

TAX  ON  DOMESTIC  CORPORATIONS. 

3074  Art.  11.  Domestic  Corporation. — The  tax  applies  to  every  domestic 

3001  corporation.  The  term  “corporation”  include  associat'ons,  joint- 
stock  companies  and  insurance  companies,  but  not  partnerships 

properly  so-called.  The  term  “domestic”  means  created  or  organized  in 
the  United  States,  including  only  the  states,  the  Territories  of  Alaska  and 
Hawaii,  and  the  District  of  Columbia.  A corporation  is  liable  to  the  tax 
whether  it  is  a creature  of  statute  or  of  contract  and  whether  or  not  it  is 
organized  for  profit  or  has  a capital  stock  represented  by  shares. 

3075  Art.  12.  Domestic  Corporation:  Association. — Associations  and 
joint-stock  companies  include  associations,  common  law  trusts  and 

organizations  by  whatever  name  known,  which  act  or  do  business  in  an 
organized  capacity,  whether  created  under  and  pursuant  to  State  laws, 
agreements,  declarations  of  trust,  or  otherwise,  the  net  income  of  which, 
if  any,  is  distributed  or  distributable  among  the  members  or  shareholders 
on  the  basis  of  the  capital  stock  which  each  holds  or,  where  there  is  no  capital 
stock,  on  the  basis  of  the  proportionate  share  or  capital  which  each  has  or 
has  invested  in  the  business  or  property  of  the  organization.  But  see  article 
13-15. 

3076  Art.  13.  Domestic  Corporation:  Association  Distinguished  From 
Partnership. — An  organization  the  membership  interests  in  which 

are;  ansferable  without  the  consent  of  all  the  members,  however  the  trans- 


WAR  616 


TAX 


6-8-19. 


CAPITAL  STOCK  TAX  REGULATIONS. 


Reg.  60. 


fer  may  be  otherwise  restricted,  and  the  business  of  which  is  conducted  by 
trustees  or  directors  and  officers  without  the  active  participation  of  all  the 
members  as  such,  is  an  association  and  not  a partnership.  A partnership 
bank  conducted  like  a corporation  and  so  organized  that  the  interests  of 
its  members  may  be  transferred  without  the  consent  of  the  other  members 
is  a joint-stock  company  or  association  within  the  meaning  of  the  statute. 
A partnership  bank  the  interests  of  whose  members  can  not  be  so  transferred 
is  a partnership. 

307  7 Art.  14.  Domestic  Corporation:  Association  Distinguished  from 
Trust. — Where  trustees  hold  real  estate  subject  to  a lease  and  collect 
the  rents,  doing  no  business  other  than  distributing  the  income  less  taxes 
and  similar  expenses  to  the  holders  of  their  receipt  certificates,  who  have 
no  control  except  the  right  of  filling  a vacancy  among  the  trustees  and  of 
consenting  to  a modification  of  the  terms  of  the  trust,  no  association  exists. 
If,  however,  the  cestuis  que  trust  have  a voice  in  the  conduct  of  t:he  business 
of  the  trust,  whether  through  the  right  periodically  to  elect  trustees  or  other- 
wise, the  trust  is  an  association  within  the  meaning  of  the  statute. 

3078  Art.  15.  Domestic  Corporation:  Limited  Partnership  as  Partner- 
ship.— So-called  limited  partnerships  of  the  type  authorized  by  the 

statutes  of  New  York  and  most  of  the  States  are  partnerships  and  not  cor- 
porations within  the  meaning  of  the  statute.  Such  limited  partnerships, 
which  can  not  limk  the  liability  of  the  general  partners,  although  the  special 
partners  enjoy  limited  liability  so  long  as  they  observe  the  statutory  condi- 
tions, which  are  dissolved  by  the  death  or  attempted  transfer  of  the  interest 
of  a general  partner,  and  which  can  npt  take  real  estate  or  sue  in  the  partner- 
ship name,  are  so  like  common  law  partnerships  as  to  render  impracticable 
any  differentiation  in  their  treatment  for  tax  purposes.  Michigan  and 
Illinois  limited  partnerships  are  partnerships.  A California  special  partner- 
ship is  a partnership. 

3079  Art.  16.  Domestic  Corporation : Limited  Partnership  as  Corporation. 

— On  the  other  hand,  limited  partnerships  of  the  type  of  partnerships 
with  limited  liability  or  partnership  associations  authorized  by  the  statutes 
of  Pennsylvania  and  of  a few  other  States  are  only  nominally  partnerships. 
Such  so-called  limited  partnerships,  offering  opportunity  for  limiting  the 
liability  of  all  the  members,  providing  for  the  transferability  of  partnership 
shares,  and  capable  of  holding  real  estate  and  bringing  suit  in  the  common 
name,  are  more  truly  corporations  than  partnerships  and  must  pay  the 
tax  as  corporations.  In  all  doubtful  cases  limited  partnerships  will  be  treated 
as  corporations  unless  they  submit  satisfactory  proof  that  they  are  not  in 
effect  so  organized.  Michigan  and  Virginia  partnership  associations  are 
corporations.  Such  a corporation  may  or  may  not  be  a personal  service 
corporation. 

3080  Art.  17.  “Doing  Business”  Basis  of  Tax. — -The  tax  is  imposed 
“with  respect  to  the  carrying  on  or  doing  business”  by  a corporation. 

It  may  be  described  generally  as  a tax  upon  the  doing  of  business  in  the 
capacity  of  a corporation,  association  or  insurance  company.  “Business” 
is  a very  comprehensive  term  and  embraces  everything  about  which  a person 
can  be  employed.  Every  corporation  that  is  doing  business,  and  no  corpora- 
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tion  that  is  not  carrying  on  or  doing  business,  is  subject  to  the  tax.  As  cor- 
porations are  organized  to  do  business,  every  existing  corporation  will  be 
presumed  to  be  subject  to  the  tax  unless  it  submits  proof  satisfactory  to 
the  Commissioner  that  it  is  not  doing  business.  The  distinction  is  between 
the  mere  ownership  of  property  and  the  actual  doing  of  business  in  the  cor- 
porate capacity.  The  fair  test  is  whether  a corporation  has  reduced  its 
activities  to  the  owning  and  holding  of  property  and  the  distribution  of 
its  avails  and  doing  only  the  acts  necessary  to  continue  that  status,  or  is 
still  active  and  is  maintaining  its  organization  for  the  purpose  of  continued 
efforts  in  the  pursuit  of  its  corporate  objects  and  such  activities  as  are  essential 
to  those  purposes. 

3081  Art.  18.  “Doing  Business”  Illustrated. — Corporations  organized 
for  the  purpose  of  doing  business  and  actually  engaged  in  such  activ- 
ities as  buying  timber  lands  and  other  real  estate,  leasing  property,  collecting 
rents,  managing  office  buildings,  making  investments  of  profits,  or  leasing 
ore  lands  and  collecting  royalties,  managing  wharves,  dividing  profits  and 
in  some  cases  investing  the  surplus,  are  engaged  in  business  within  the  meaning 
of  the  statute.  A corporation  engaged  in  mining,  or  in  developing  and 
speculating  in  mineral  lands,  is  doing  business.  A parent  corporation  which 
finances  or  manages  the  operations  of  its  subsidiaries  is  doing  business.  A 
corporation  engaged  in  buying  and  selling  securities  or  other  property  is 
doing  business,  even  though  for  a period  it  makes  no  purchases  or  sales 
because  of  unfavorab’e  market  conditions.  A corporation  formed  to  take  over 
miscellaneous  stocks,  bonds,  and  other  property  (as  from  an  estate),  to 
negotiate  the  sale  of  the  various  items  from  time  to  time  as  opportunity  and 
judgment  dictate,  and  to  distribute  the  proceeds  from  time  to  time  as  liquida- 
tion is  effected,  is  while  engaged  in  such  liquidation  carrying  on  business. 

3082  Art.  19.  Not  “Doing  Business.” — On  the  other  hand,  a corporation 
which  has  discontinued  active  operations  and  whose  sole  purpose 

and  activity  is  limited  to  holding  the  title  to  a parcel  of  real  estate  subject 
to  a long  term  lease  and  to  receiving  and  distributing  the  rents  accruing 
under  such  lease  is  not  doing  business.  The  actual  terms  of  the  lease  will 
assist  in  deciding  this  question.  The  mere  receipt  of  income  from  leased 
railroad  property,  which  is  used  in  business  by  the  lessee  and  not  by  the  lessor, 
and  the  receipt  of  interest  and  dividends  from  invested  funds,  bank  balances, 
and  the  like,  and  the  distribution  thereof  among  the  stockholders  of  a corpo- 
ration, amount  to  no  more  than  receiving  the  ordinary  fruits  that  arise  from 
the  ownership  of  property  and  do  not  constitute  doing  business.  The  mere 
ownership  of  undeveloped  coal  or  timber  lands,  without  operating  them,  does 
not  constitute  doing  business.  A company  whose  objects  and  activities  are 
exclusively  restricted  to  holding  stocks  and  securities  of  other  corporations, 
and  a corporation  while  all  of  its  property  and  business  is  operated  by  or  in  the 
hands  of  a receiver  or  the  alien  property  custodian,  are  not  doing  business. 

3083  Art.  20.  “Doing  Business”  by  Railroad  Corporation  Under  Federal 
3060  Control. — A corporation  owning  a railroad  controlled  and  operated 

by  the  Government  is  exempt  from  liability  for  a given  tax  year 
only  in  case  it  does  no  business  during  such  year.  The  liability  of  a corpo- 
ration which  actually  does  business  is  not  affected  by  the  control  over  its 
railroad  exercised  by  the  Government.  For  the  purpose  of  determining 
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whether  or  not  a corporation  owning  a railroad  operated  and  controlled  by  the 
Government  did  or  did  not  do  business  during  a given  year,  the  following 
rules  have  been  laid  down:  ( a ) a corporation  may  perform  the  acts  necessary 
to  maintain  an  effective  organization,  offices  and  clerical  force,  pay  salaries, 
elect  directors  and  officers,  hold  meetings,  etc.,  without  being  regarded  as 
doing  business;  (b)  the  tax  does  not  attach  because  of  mere  naked  ownership 
of  either  railroad  property  or  other  property;  (c)  a corporation  which  takes 
any  part  in  the  actual  management  of  a railroad  or  other  enterprise,  as, 
for  instance,  a coal  mine,  is  doing  business,  but  a corporation  may  collect  and 
distribute  the  income  from  property  which  it  does  not  manage  without 
incurring  liability;  (d)  a corporation  which  directly  maintains  or  improves, 
or  enters  into  wire,  siding,  conduit,  crossing,  or  other  contracts  for  the  main- 
tenance or  improvement  of  railroad  or  other  directly  productive  property 
will  generally  be  held  liable,  but  if  the  execution  of  such  contracts  by  the 
corporation  is  a mere  formality  for  the  accommodation  of  the  United  States 
Railroad  Administration,  and  the  financial  responsibility  therefor  is  assumed 
by  the  United  States,  the  execution  thereof  will  not  be  regarded  as  doing 
business  by  the  company;  (<?)  borrowing  for  the  purchase  of  Government 
bonds  or  in  connection  with  obligations  previously  assumed  is  not  regarded 
as  doing  business,  but  borrowing  for  the  purpose  of  financing  new  operations 
will  be  regarded  as  the  doing  of  business  unless  it  is  for  the  accommodation 
of  the  United  States  Railroad  Administration,  as  outlined  in  ( d ) above; 
(J)  a corporation  may  purchase  stocks  of  other  concerns  and  similar  intangible 
property,  which  would  be  considered  as  “maintaining  investments,”  without 
incurring  liability,  but  the  purchase  of  railroad  equipment  or  of  real  estate 
or  other  tangible  property,  whether  for  railroad  or  other  productive  purposes 
or  for  resale,  is  doing  business;  (g)  a concern  which  sells  its  entire  property, 
or  a part  once  used  in  operating  its  business,  for  which  it  has  no  further  use 
in  the  conduct  of  its  business,  does  not  thereby  incur  liability,  but  this  would 
not  presumably  apply  to  the  sale  of  property  not  acquired  for  use  in  connection 
with  the  conduct  of  the  business,  and  the  sale  of  property  acquired  for  specu- 
lative purposes  or  in  the  course  of  a business  of  dealing  in  such  property  would 
cause  liability  to  attach;  ( h ) a concern  which  makes  long  term  leases,  whereby 
it  parts  with  the  control  of  the  property,  which  is  to  be  maintained  by  the 
lessee,  will  be  regarded  as  thereby  going  out  of  business  with  respect  to  such 
property,  and  the  execution  of  such  leases  will  accordingly  not  be  treated  as 
doing  business,  but  the  execution  of  leases  whereby  the  corporation  is  obligated 
to  maintain  the  property  or  covering  property  held  for  renting  purposes  will 
be  regarded  as  doing  business. 

3034  Art.  21.  Summary  of  Rules  Regarding  Railroad  Corporation  Under 
Federal  Control. — Pursuant  to  the  foregoing  article  it  is  concluded 

that: 

3085  (1)  A corporation  owning  a railroad  operated  by  the  Government 

may  without  incurring  liability  to  the  tax  ( a ) maintain  its  corporate 
organization;  ( b ) own  property;  (c)  collect  and  distribute  the  income  there- 
from; (d)  purchase  stocks  and  bonds  of  other  organizations;  (e)  sell  all 
or  part  of  the  property  used  in  the  operation  of  its  railroad  or  other  business; 
(/)  enter  into  long  term  leases  whereby  it  is  divested  of  control  of  and  is  not 
obligated  to  maintain  the  property;  and  (g)  borrow  money  for  the  purchase 
of  Government  bonds  or  for  the  financing  of  obligations  incurred  prior  to 
Government  control. 
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3086  (2)  A corporation  will  incur  liability  if  it  ( a ) manages,  (b)  maintains 
or  ( c ) purchases  railroad  or  other  tangible  property;  ( d ) sells  property 

not  used  in  the  conduct  of  the  railroad  or  other  business;  (<?)  borrows  money 
for  the  financing  of  new  operations;  or  (/)  makes  leases  of  property  held  for 
renting  purposes,  or  whereby  it  is  obligated  to  maintain  the  property.  The 
extent  of  the  activity,  if  it  is  of  a kind  causing  liability  to  the  tax,  is  unimpor- 
tant. 

3087  To  assist  in  determining  the  question  of  liability  under  the  statute 
as  interpreted  in  the  rules  laid  down  above,  each  corporation  owning 

a railroad  under  federal  control  and  operation  and  claiming  exemption  from 
the  tax  will  be  required  to  file  an  affidavit  supplying  the  information  necessary 
for  a decision.  No  claim  on  file  or  hereafter  filed  will  be  favorably  considered 
in  the  absence  of  such  an  affidavit.  A printed  form  of  affidavit  has  been 
prepared,  of  which  copies  may  be  secured  upon  application  to  the  Commis- 
sioner. These  principles  apply  equally  to  steamboat  lines. 

3088  Art.  22.  Rate  of  Tax. — The  tax  is  at  the  rate  of  $1  for  each  full 
$1,000  of  the  fair  average  value  of  the  capital  stock  of  a corporation  in 

excess  of  the  prescribed  deduction.  The  tax  is  not  upon  the  par  value  of  the 
capital  stock,  but  upon  its  fair  average  value  for  the  preceding  fiscal  year 
ending  June  30.  As  regards  domestic  corporations  it  is  on  an  entirely 
different  basis  from  the  excess  profits  tax,  which  is  concerned  with  invested 
capital  and  not  with  the  present  fair  value  of  the  capital.  Moreover,  the 
fair  value  of  the  entire  capital  stock  of  a corporation  is  not  necessarily  the 
product  of  the  market  value  of  each  share  multiplied  by  the  number  of  shares. 
For  the  method  of  computation  of  the  tax  see  article  102.  Stock  in  the  treas- 
ury of  a corporation  is  not  regarded  as  outstanding  unless  pledged  as  security 
for  a debt.  No  deduction  is  allowed  corporations  organized  in  the  United 
States  for  capital  invested  outside  the  United  States.  If  a corporation  is 
doirvg  any  business,  it  is  taxed  on  its  entire  capital,  even  though  most  of  it 
may  not  be  employed  in  the  business. 

3089  Art.  23.  Deduction  of  $5,000. — From  the  total  fair  average  value  of 
the  capital  stock  the  sum  of  $5,000  is  deductible  and  the  tax  is  upon 

each  full  $1,000  of  any  balance.  Accordingly,  corporations  the  fair  value  of 
whose  capital  stock  is  not  more  than  $5,000  are  not  subject  to  any  tax. 
However,  for  the  purpose  of  avoiding  errors  every  corporation  must  file  a 
return  as  directed  in  article  101,  even  though  the  par  value  or  the  fair  average 
value  of  its  capital  stock  does  not  exceed  $5,000. 

3090  Art.  24.  Inclusion  of  Surplus. — The  surplus  and  undivided  profits 
must  be  included  in  estimating  the  fair  average  value  of  the  capital 

stock;  that  is  to  say,  the  capital  stock,  representing  the  entire  ownership 
of  the  property  of  a corporation,  necessarily  includes  the  surplus  and  un- 
divided profits.  If  the  fair  average  value  is  determined  from  the  book  value 
they  are  included  in  the  assets;  if  from  sales,  they  are  necessarily  taken  into 
consideration  in  establishing  the  market  price,  and  if  from  net  income,  they 
are  more  or  less  reflected  through  the  earnings. 
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TAX  ON  FOREIGN  CORPORATIONS. 

3091  Art.  31.  Foreign  Corporation:  Scope  of  Tax. — The  tax  is  payable  by 
3002  every  foreign  corporation^engaged  in  business  in  the  United  States. 

The  term  “foreign”  means  created  or  organized  outside  the  United 
States.  In  general,  the  same  kinds  of  companies  and  associations  are  included 
as  in  the  case  of  domestic  corporations.  See  articles  11-16.  A foreign 
corporation  is  engaged  in  business  in  the  United  States  if  it  maintains  agents 
or  an  office  or  warehouse  here,  or  in  the  case  of  an  insurance  company  writes 
insurance  policies  here,  or  in  any  other  way  enters  the  United  States  for  the 
purpose  of  its  business. 

3092  Art.  32.  Foreign  Corporation:  Rate  of  Tax.— The  tax  is  at  the  rate 

of  $1  for  each  full  $1,000  of  the  capital  of  a foreign  corporation 
actually  employed  in  the  transaction  of  its  business  in  the  United  States, 
and  is  in  all  cases  to  be  computed  on  the  basis  of  the  average  amount  of 
capital  so  employed  during  the  preceding  year  ending  June  30.  The  basis 
of  the  tax  is  accordingly  different  from  that  in  the  case  of  domestic  corpora- 
tions, which  pay  a tax  measured  by  the  fair  average  value  of  their  capital 
stock.  No  deduction  from  the  total  fair  average  value  is  allowed  in  computing 
the  UX, 


3033  Art.  33.  Foreign  Corporation:  Employment  of  Capital  in  United 

States. — The  “capital  employed  in  the  transaction  of  its  business  in 
the  United  States”  means  that  portion  of  the  total  capital,  surplus  and 
undivided  profits  of  the  foreign  corporation  utilized  for  the  purpose  of  doing 
business  in  the  United  States.  A foreign  corporation  may  have  income 
from  sources  within  the  United  States  for  the  purpose  of  the  income  tax 
and  yet  not  have  capital  employed  in  the  transaction  of  business  here  for 
the  purpose  of  the  capital  stock  tax.  Compare  articles  91-93  and  550  of 
Regulations  45.  A foreign  corporation  actually  itself  not  doing  business  in 
the  United  States  is  not  subject  to  the  tax,  and  accordingly  the  investment 
of  a part  of  its  funds  in  United  States  stocks  and  securities  would  not  con- 
stitute capital  employed  in  its  business  in  the  United  States.  See  articles 
17-21  as  to  doing  business.  But  if  a corporation  does  business  here,  then, 
although  the  mere  investment  of  funds  in  United  States  securities  is  not  as 
such  a taxable  employment  of  capital,  such  investment  will  constitute 
capital  employed  in  the  transaction  of  business  in  the  United  States  if  made 
in  a subsidiary  corporation  which  the  foreign  corporation  uses  as  an  instru- 
mentality for  the  successful  conduct  of  its  own  business  here.  Thus  funds 
of  a foreign  corporation  invested  in  the  purchase  of  facilities,  though  appar- 
ently independent,  for  the  purpose  of  its  business  here,  or  the  purchase  of 
stock  and  securities  of  a subsidiary  corporation  for  the  same  purpose,  will 
constitute  capital  employed  in  the  transaction  of  business  in  the  United 
States.  A foreign  corporation  may  not  escape  taxation  by  organizing  or 
purchasing  stock  of  another  corporation  to  own  the  facilities  which  the  tax- 
payer needs  in  its  business.  See  article  352  of  Regulations  45. 

3094  Art.  34.  Foreign  Corporation:  Employment  of  Capital  Illustrated. 

— A foreign  corporation  may  employ  capital  in  the  transaction  of 
its  business  in  the  United  States  in  various  ways,  as,  for  example,  in  the 
investment  of  funds  in  property  in  the  United  States  used  in  its  business, 
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in  stocks  and  securities  of  subsidiary  corporations  as  explained  in  preceding 
article,  in  bills  and  accounts  receivable  representing  business  done  in  the 
United  States,  in  merchandise  kept  here  for  sale,  in  materials  manufactured 
here,  and  in  deposits  in  United  States  banks  maintained  for  use  in  business 
here.  In  general,  approximately  such  proportion  of  the  entire  capital  of  a 
foreign  corporation  will  probably  be  employed  in  the  transaction  of  its  busi- 
ness in  the  United  States  as  the  gross  amount  of  its  business  in  the  United 
States  bears  to  its  total  gross  business,  but  this  is  not  always  true,  for  a cor- 
poration may  conceivably  transact  a greater  or  less  volume  of  business  in 
one  country  than  in  another  on  the  same  amount  of  capital. 

3095  Art.  35.  Foreign  Corporation:  Average  Amount  of  Capital  Em- 
ployed.— The  basis  of  the  tax  is  the  average  amount  of  capital  em- 
ployed in  the  transaction  of  business  in  the  United  States  during  the  preceding 
fiscal  year.  It  will  usually  be  sufficient  to  determine  the  amount  of  capital 
so  employed  at  the  beginning  of  such  year  and  the  amount  so  employed  at  the 
end  of  such  year  and  to  divide  the  sum  of  such  amounts  by  two.  However, 
where  there  have  been  material  changes  in  the  amount  of  capital  the  average 
amount  should  be  determined  with  due  regard  to  the  times  at  which  such 
changes  occurred.  The  foreign  corporation  may,  if  desired,  compute  the 
average  amount  of  capital  employed  on  a monthly  basis. 

TAX  ON  STOCK  INSURANCE  COMPANIES. 

3096  Art.  41.  Stock  Insurance  Company. — Insurance  companies  having 

3003  capital  stock,  as  distinguished  from  mutual  insurance  companies, 
are  taxable  like  other  corporations,  whether  domestic  or  foreign. 

In  ascertaining  the  fair  value  of  their  capital  stock  for  the  purpose  of  the  tax, 
however,  such  deposits  and  reserve  funds  of  insurance  companies  as  they  are 
required  by  law  or  contract  to  maintain  or  hold  for  the  protection  of  or  pay- 
ment to  or  apportionment  among  policyholders,  and  reserves  which  represent 
actually  accrued  liabilities,  the  credits  to  which  are  deducted  from  gross  in- 
come as  ordinary  and  necessary  business  expenses,  are  to  be  omitted  from  the 
calculation,.  But  if  the  fair  average  value  is  estimated  from  the  market 
price  of  the  shares  of  stock  of  the  company,  no  deduction  for  deposits  or 
reserves  is  proper  from  the  total  value  so  established. 

EXEMPTION  FROM  TAX. 

3097  Art.  51.  Corporation  Not  in  Business  During  Preceding  Year. — The 

3004  tax  being  payable  in  advance  does  not  apply  to  any  corporation 
which  was  not  engaged  in  business  during  any  part  of  the  fiscal  year 

preceding  the  year  for  which  the  tax  is  due,  but  if  it  was  in  business  even  one 
day  of  the  preceding  year  and  one  day  of  the  taxable  year  it  is  subject  to  the 
tax.  There  is  no  relation  between  the  amount  of  the  tax  payable  and  the 
length  of  time  the  corporation  was  in  business.  A corporation  engaged  in 
business  during  a part  of  the  preceding  year,  but  not  engaged  in  business  at 
the  beginning  of  the  taxable  year,  is  not  required  to  make  any  return  if  it  is 
dissolved  or  in  process  of  dissolution,  but  if  it  is  only  temporarily  inactive  and 
subsequently  during  the  year  engages  in  business  it  should  file  a return  in  the 
month  in  which  it  recommences  business.  A corporation  organized  after  the 
beginning  of  a taxable  year  is! not  subject  to  the  tax  for  the  remaining  portion 
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of  the  year  in  which  it  was  organized,  but  when  one  corporation  succeeds 
another  on  July  1 of  any  year  and  pursuant  to  an  agreement  entered  into  be- 
tween the  respective  organizations  during  the  preceding  fiscal  year  ceases  to 
do  business  at  that  time,  the  business  being  carried  on  thereafter  by  the  new 
concern,  the  new  corporation  is  liable  to  the  tax.  “Engaged  in  business”  in 
the  case  of  a foreign  corporation  means  engaged  in  business  in  the  United 
States. 

3098  Art.  52.  Exempt  Corporations. — The  tax  does  not  apply  to  the 
following  corporations: 

(1)  Labor,  agricultural  or  horticultural  organizations; 

(2)  Mutual  savings  banks  not  having  a capital  stock  represented  by 
shares; 

(3)  Fraternal  beneficiary  societies,  orders  or  associations  ( a ) operating 
under  the  lodge  system  or  for  the  exclusive  benefit  of  the  members  of  a 
fraternity  itself  operating  under  the  lodge  system,  and  ( b ) providing  for  the 
payment  of  life,  sick,  accident  or  other  benefits  to  the  members  of  such  society, 
order  or  association,  or  their  dependents; 

(4)  Domestic  building  and  loan  associations  and  cooperative  banks  with- 
out capital  stock  organized  and  operated  for  mutual  purposes  and  without 
profit; 

(5)  Cemetery  companies^owned  and  operated  exclusively  for  the  benefit 
of  their  members; 

(6)  Corporation^  organized  and  operated  exclusively  for  religious,  chari- 
table, scientific  or  educational  purposes,  or  for  the  prevention  of  cruelty  to 
children  or  animals,  no  part  of  the  net  earnings  of  which  inures  to  the  benefit 
of  any  private  stockholder  or  individual; 

(7)  Business  leagues,  chambers  of  commerce  or  boards  of  trade,  not 
organized  for  profit  and  no  part  of  the  net  earnings  of  which  inures  to  the 
benefit  of  any  private  stockholder  or  individual; 

(8)  Civic  leagues  or  organizations  not  organized  for  profit  but  operated 
exclusively  for  the  promotion  of  social  welfare; 

(9)  Clubs  organized  and  operated  exclusively  for  pleasure,  recreation  and 
other  nonprofitable  purposes,  no  part  of  the  net  earnings  of  which  inures 
to  the  benefit  of  any  private  stockholder  or  member; 

(10)  Farmers’  or  other  mutual  hail,  cyclone,  or  fire  insurance  companies, 
mutual  ditch  or  irrigation  companies,  mutual  or  cooperative  telephone  com- 
panies, or  like  organizations  of  a purely  local  character,  the  income  of  which 
consists  solely  of  assessments,  dues  and  fees  collected  from  members  for  the 
sole  purpose  of  meeting  expenses; 

(11)  Farmers’,  fruit  growers’  or  like  association^,  organized  and  operated 
as  sales  agents  for  the  purpose  of  marketing  the  products  of  members  and 
turning  back  to  them  the  proceeds  of  sales,  less  the  necessary  selling  expenses, 
on  the  basis  of  the  quantity  of  produce  furnished  by  them; 

(12)  Corporations  organized  for  the  exclusive  purpose  of  holding  title  to 
property,  collecting  income  therefrom,  and  turning  over  the  entire  amount 
thereof,  less  expenses,  to  an  organization  which  itself  is  exempt  from  the 
income  tax; 

(13)  Federal  land  banks  and  national  farm  loan  associations  as  provided 
in  section  26  of  the  Act  approved  July  17,  1916,  entitled  “An  Act  to  provide 
capital  for  agricultural  development,  to  create  standard  forms  of  investment 
based  upon  farm  mortgage,  to  equalize  rates  of  interest  upon  farm  loans, 
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to  furnish  a market  for  United  States  bonds,  to  create  Government  deposi- 
taries and  financial  agents  for  the  United  States,  and  for  other  purposes 
(14)  Personal  service  corporations.  The  term  “personal  service  corpo- 
ration” means  a corporation  whose  income  is  to  be  ascribed  primarily  to  the 
activities  of  the  principal  owners  or  stockholders  who  are  themselves  regularly 
engaged  in  the  active  conduct  of  the  affairs  of  the  corporation  and  in  which 
capital  (whether  invested  or  borrowed)  is  not  a material  income-producing 
factor;  but  does  not  include  any  foreign  corporation,  nor  any  corporation 
50  per  cent  or  more  of  whose  gross  income  consists  either  ( a ) of  gains,  profits 
or  income  derived  from  trading  as  a principal,  or  ( b ) of  gains,  profits,  com- 
missions or  other  income  derived  from  a Government  contract  or  contracts 
made  between  April  6,  1917,  and  November  11,  1918,  both  dates  inclusive. 

3099  For  a further  discussion  of  what  organizations  are  included  among 

the  exempt  corporations  see  articles  512-522  an,d  1523-1532  of 

Regulations  45. 

TAX  ON  MUTUAL  INSURANCE  COMPANIES. 

3100  Art.  61.  Mutual  Insurance  Company. — The  tax  applies  to  domestic 
3005  and  foreign  mutual  insurance  companies.  A mutual  protective 

association  organized  under  a statute,  whose  only  source  of  revenue 
is  the  assessments  paid  by  its  members  and  whose  net  income  for  each  year 
is  paid  into  a reserve  fund,  constituting  the  sole  resource  of  the  company, 
aside  from  current  assessments,  for  the  payment  of  losses,  is  an  insurance 
company  within  the  meaning  of  the  statute  A voluntary  unincorporated 
association  of  employees  formed  for  the  purpose  of  relieving  sick  and  aged 
members  and  the  dependents  of  deceased  members  is  an  insurance  company, 
whether  the  fund  for  such  purpose  is  created  wholly  by  membership  dues  or 
partlyTy  contributions  from  the  employer. 

3101  Art.  62.  Domestic  Mutual  Insurance  Company  : Rate  of  Tax. — The 

tax  is  $1  for  each  full  $1,000  of  the  excess  over  $5,000  of  the  sum  of 
( a ) the  surplus  or  contingent  reserves  maintained  for  the  general  use  of  the 
business  and  ( b ) any  reserves  the  net  additions  to  which  are  included  in  net 
income  for  the  purpose  of  the  income  tax,  in  both  cases  figured  as  of  the  close 
of  the  last  taxable  year  of  the  company.  The  net  additon  required  by  law 
to  be  made  within  the  taxable  year  to  reserve  funds,  including  in  the  case  of 
assessment  insurance  companies  the  actual  deposit  of  sums  with  State  or 
Territorial  officers  pursuant  to  law  as  additions  to  guarantee  or  reserve  funds 
and,  in  the  case  of  corporations  issuing  policies  covering  life,  health  and  acci- 
dent insurance  combined  in  one  policy  issued  on  the  weekly  premium  payment 
plan  continuing  for  life  and  not  subject  to  cancellation,  including  such  portion 
of  the  net  addition  not  required  by  law  made  within  the  taxable  year  to  reserve 
funds  as  is  needed  for  the  protection  of  the  holders  of  such  combination 
policies,  is  not  included  in  net  income  for  the  purpose  of  the  income  tax.  See 
Regulations*45  and  particularly  articles  568-570  thereof. 

3 1 02  Art.  63.  Foreign  Mutual  Insurance  Company:  Rate  of  Tax. — The 

tax  is  $1  for  each  full  $1,000  of  the  same  proportion  of  the  sum  of 
{a)  and  ( b ) in  the  last  article  which  the  reserve  fund  upon  business  transacted 
within  the  United  States  is  of  the  total  reserve  upon  all  business  transacted, 
calculated  as  of  the  close  of  the  last  taxable  year  of  the  company. 
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RETURNS  PUBLIC  RECORDS. 

3 1 03  Art.  71.  Inspection  of  Returns. — The  returns  upon  which  the  tax  has 

3006  been  determined  by  the  Commissioner,  although  public  records,  are  in 
general  open  to  inspection  only  to  the  extent  authorized  by  the  Presi- 
dent. However,  the  proper  officers  of  any  State  imposing  an  income  tax 
may  upon  the  request  of  the  governor  thereof  have  access  to  the  returns  of  any 
corporation*  or  to  an  abstract  thereof  showing  the  name  and  income  of  the 
corporation,  at  such  times  and  in  such  manner  as  the  Secretary  may  prescribe; 
and  all  bona  fide  stockholders  of  record  owning  1 per  cent  or  more  of  the  out- 
standing stock  of  any  corporation  shall  upon  making  request  of  the  Com- 
missioner be  allowed  to  examine  the  annual  income  returns  of  such  corpora- 
tions and  of  its  subsidiaries.  Any  stockholder  who  is  allowed  to  examine 
the  return  of  any  cprporation,  and  who  maVes  known  in  any  manner  whatever 
not  provided  by  law  the  amount  or  source  of  income,  profits,  losses,  expendi- 
tures, or  any  particular  thereof,  set  forth  or  disclosed  in  any  such  return, 
shall  be  guilty  of  a misdemeanor  and  be  punished  by  a fine  not  exceeding 
$1,000,  or  by  imprisonment  not  exceeding  one  year,  or  both.  See  further 
Section  257  of  the  Act  and  articles  1001-1094  of  Regulations  45. 

CREDIT  OF  FORMER  TAX. 

3104  Art.  81.  Credit  of  Former  Tax. — Where  a corporation  has  paid  the 

3007  tax  for  the  fiscal  year  July  1,  1918,  to  June  30,  1919,  under  the 
Revenue  Act  of  1916,  the  amount  so  paid  may  be  credited  against 

the  tax  imposed  by  the  present  statute  for  such  period  and  only  the  excess 
of  the  tax  over  such  amount  will  be  collected.  For  the  rates  of  the  former 
tax  and  its  other  provisions  see  Reg.  38  (revised)  [lf3009].  Because  of  the 
reduction  of  the  exemption  from  $99,000  to  $5,000  in  the  case  of  domestic 
corporations  and  of  the  abolition  of  any  exemption  in  the  case  of  foreign 
corporations,  many  corporations  must  now  pay  the  tax  which  were  formerly 
exempt.  See  article  105  as  to  returns  for  the  fiscal  year  end’ng  June  30,  1919. 

DOING  BUSINESS  WITHOUT  PAYMENT  OF  TAX. 

3105  Art.  91.  Doing  Business  Without  Payment  of  Tax. — Every  corpo- 

3008  ration  which  does  business  without  having  paid  the  tax  is  liable  to  a 
penalty  of  $1,000.  A corporation  paying  the  capital  stock  tax  is 

not  on  that  account  exempt  from  any  occupational  tax.  For  other  penalties 
see  articles  121  and  122. 

RETURN  OF  TAX. 

3106  Art.  101.  Return  by  Domestic  Corporation.  -Every  domestic  cor- 
3001  poration  shall  make  return  on  form  707  (revised),  regardlses  of  the 
8002  par  value  of  its  capital  stock.  The  fair  average  value  of  the  capital 

stock  of  a corporation  and  the  tax  payable  thereon  shall  be  deter- 
mined in  accordance  with  the  instructions  in  the  form,  which  provides  in 
exhibit  A for  the  book  value  of  the  capital  stock,  in  exhibit  B for  the  market 
value,  and  in  exhibit  C for  the  value  based  on  capitalizing  the  earnings. 
All  the  information  called  for  must  be  given  in  every  case  where  it  is  pro- 
curable. 
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3107  Art.  102.  Fair  Value  of  Capital  Stock. — The  fair  average  value  of 

capital  stock,  the  statutory  basis  of  the  tax,  is  not  necessarily  the  book 
value,  or  t lie  market  value,  or  even  the  earning  value,  although  it  is  often  more 
directly  dependent  upon  the  last.  It  should  usually  be  capable  of  appraisal 
by  officers  of  the  corporation  having  special  knowledge  of  the  affairs  of  the 
corporation  and  general  knowledge  of  the  line  of  business  in  which  it  is 
engaged.  Provision  is  accordingly  made  in  exhibit  C of  form  707  (revised) 
for  the  tentative  determination  of  the  fair  value  of  the  capital  stock  by  capital- 
izing the  net  earnings  of  the  corporation  on  a percentage  basis  fixed  by  its 
officers  as  fairly  representing  the  conditions  obtaining  in  the  trade  and  in  the 
locality.  If  possible  illustrations  drawn  from  similar  corporations  should  be 
cited  in  support  of  the  percentage  adopted.  But  such  fair  value  must  not  be 
set  at  a sum  less  than  the  reconstructed  book  value  shown  by  exhibit  A or 
the  market  value  shown  by  exhibit  B,  unless  the  corporation  is  materially 
affected  by  extraordinary  conditions  which  justify  a lower  figure.  In  any 
such  case  a full  explanation  must  accompany  the  return.  The  Commissioner 
will  estimate  the  fair  value  of  the  capital  stock  in  cases  regarded  as  involving 
any  understatement  or  undervaluation. 

3108  Art.  103.  Return  by  Foreign  Corporation. — Every  foreign  corpora- 
ls 3002  tion  shall  make  return  on  form  708  (revised),  irrespective  of  the 

8002  amount  of  capital  employed  in  this  country  in  the  transaction  of  its 
business.  The  capital  actually  employed  in  the  transaction  of  the 
business  of  a foreign  corporation  in  the  United  States  and  the  tax  payable 
thereon  shall  be  calculated  in  accordance  with  the  instructions  on  the  form. 
See  also  articles  31-35. 

3109  Art.  104.  Time  for  Making  Return. — It  shall  be  the  duty  of  every 
corporation  liable  to  the  tax  on  or  before  the  31st  day  of  July  in  each 

year  to  make  a return,  verified  by  oath,  to  the  collector  of  the  district  where 
it  is  located.  If  any  corporation  fails  to  make  and  file  a return  at  the  time 
prescribed  by  law  or  by  regulation  made  under  authority  of  law,  or  makes, 
willfully  or  otherwise,  a false  or  fraudulent  return,  the  collector  or  deputy 
collector  shall  make  the  return  from  his  own  knowledge  and  from  such  in- 
formation as  he  can  obtain  through  testimony  or  otherwise.  In  any  such 
case  the  Commissioner  may,  from  his  own  knowledge  and  from  such  informa- 
tion as  he  can  obtain  through  testimony  or  otherwise,  make  a return  or  amend 
any  return  made  by  a collector  or  deputy  collector.  Any  return  so  made  and 
subscribed  by  the  Commissioner,  or  by  a collector  or  deputy  collector  and 
approved  by  the  Commissioner,  shall  be  prima  facie  good  and  sufficient  for 
all  legal  purposes.  If  the  failure  to  file  a return  is  due  to  sickness  or  absence, 
the  collector  may  allow  such  further  time,  not  exceeding  30  days,  for  making 
and  filing  the  return  as  he  deems  proper. 

3110  Art.  105.  Returns  for  Fiscal  Year  Ending  June  30,  1919. — Under 
the  Revenue  Act  of  1916  the  time  for  filing  capital  stock  tax  returns 

for  the  fiscal  year  ending  June  30,  1919,  was  extended  to  September  30, 
1918,  and  in  the  case  of  Hawaii  to  October  31,  1918.  Any  corporation  which 
failed  to  file  a return  for  such  fiscal  year  for  the  former  tax,  whether  or  not  it 
was  liable  thereto,  must  file  a return  for  such  fiscal  year  under  the  present 
statute  before  June  1,  1919.  See  articles  121  and  122.  Where  returns 
were  filed  for  the  fiscal  year  ending  June  30,  1919,  such  returns  will  be  used 
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go  far  as  practicable  in  making  the  additional  or  original  assessments  for  such 
taxable  period.  In  the  case  of  domestic  and  foreign  mutual  insurance  com- 
panies, the  new  basis  for  the  tax  will  necessitate  supplemental  statements, 
which  should  be  furnished  upon  request.  For  the  taxable  period  July  1, 
1918,  to  June  30,  1919,  letters  will  be  forwarded  to  taxpayers  showing  how 
the  original  or  additional  assessment  has  been  determined,  in  order  that  the 
collector’s  bill  when  presented  may  be  understood  and  payment  promptly 
made.  See  article  81  as  to  the  credit  of  any  tax  already  paid. 

3111  Art.  106.  Return  by  Affiliated  Corporation. — So-called  subsidiary 
k corporations,  all  or  a part  of  the  stock  of  which  is  owned  by  another 

corporation,  must  render  returns  in  the  same  way  as  other  corporations. 
No  deduction  is  allowed  in  the  return  of  a holding  corporation  for  the  tax 
paid  by  a subsidiary.  Although  section  240  of  the  Revenue  Act  of  1918  re- 
quires a consolidated  return  for  affiliated  corporations  for  the  purpose  of  the 
income  tax,  for  the  purpose  of  the  capital  stock  tax  each  corporation  must 
render  a separate  return.  If  the  fair  value  of  its  capital  stock  is  based  upon  a 
consolidated  report,  a copy  of  such  report  should  be  attached  to  the  capital 
stock  tax  return  of  each  affiliated  corporation.  In  order  that  the  Com- 
missioner may  have  the  benefit  of  all  information  possible  in  the  audit  the 
following  suggestions  are  made:  ( a ) that  the  parent  company  submit  with 
its  return  a list  of  all  subsidiaries  and  the  districts  in  which  the  returns  were 
filed;  (b)  that  the  return  of  the  subsidiary  company  should  show  the  name  of 
the  parent  company  and  the  district  in  which  the  return  was  filed;  (f)  that  the 
method  of  determining  the  fair  value,  if  other  than  by  exhibits  A,  B and  C, 
should  be  fully  explained;  ( d ) that  a copy  of  any  agreement  existing  between 
parent  company  and  subsidiary  should  be  furnished,  or  a statement  made  that 
none  exists;  and  (<?)  that  a combined  balance  sheet  and  a combined  net  income 
statement  be  submitted  for  consideration  in  connection  with  any  estimate  of 
fair  value  made  on  behalf  of  the  reporting  corporation. 

PAYMENT  OF  TAX. 

3112  Art.  111.  Time  for  Payment  of  Tax. — All  assessments  shall  be  made 
8007  by  the  Commissioner.  The  collector  shall  within  10  days  after  re- 
ceiving any  list  of  taxes  from  the  Commissioner  give  notice  to  each 

corporation  liable  to  pay  any  tax  stated  therein,  to  be  left  at  its  place  of  busi- 
ness or  to  be  sent  by  mail,  stating  the  amount  of  such  tax  and  demanding 
payment  thereof.  If  such  corporation  does  not  pay  the  tax  within  10  days 
after  the  service  or  the  sending  by  mail  of  such  notice,  it  shall  be  the  outy 
of  the  collector  to  collect  the  tax  with  a penalty  of  5 per  cent  additonal  upon 
the  amount  of  the  tax  and  interest  at  the  rate  of  1 per  cent  a month.  A 
collector  has  no  authority  to  extend  the  time  for  payment  of  the  tax,  and 
any  extension  granted  by  him  would  be  at  his  own  risk.  The  collector  may 
accept  payment  of  the  tax  when  the  return  is  filed  as  an  “advance  collection,” 
subject  to  any  adjustment  later  found  necessary,  but  no  corporation  is  re- 
quired to  pay  the  tax  until  after  notice  and  demand. 

3113  Art.  112.  Abatement  and  Refund  of  Taxes. — Section  3220  of  the 

8030  Revised  Statutes,  as  amended  by  section  1316  of  the  Revenue  Act  of 
8070  1918,  provides: 

Sec.  3220.  The  Commissioner  of  Internal  Revenue,  subject  to  reg- 
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illations  prescribed  by  the  Secretary  of  the  Treasury,  is  authorized  to 
remit,  refund,  and  pay  back  all  taxes  erroneously  or  illegally  assessed  or 
collected,  all  penalties  collected  without  authority,  and  all  taxes  that 
appear  to  be  unjustly  assessed  or  excessive  in  amount,  or  in  any  manner 
wrongfully  collected;  also  to  repay  to  any  collector  or  deputy  collector 
the  full  amount  of  such  sums  of  money  as  may  be  recovered  against  him 
in  any  court,  for  any  internal  revenue  taxes  collected  by  him,  with  the 
cost  and  expenses  of  suit;  also  all  damages  and  costs  recovered  against 
any  assessor,  assistant  assessor,  collector,  deputy  collector,  agent,  or 
inspector,  in  any  suit  brought  against  him  by  reason  of  anything  done  in 
tlie  due  performance  of  his  official  duty,  and  shall  make  report  to  Congress" 
at  the  beginning  of  each  regular  session  of  Congress  of  all  transactions 
under  this  section. 

Section  3225  of  the  Revised  Statutes,  as  amended  by  section  1316  of  the 
Revenue  Act  of  1918,  however,  provides: 

Sec.  3225.  When  a second  assessment  is  made  in  case  of  any  list, 
statement,  or  return,  which  in  the  opinion  of  the  collector  or  deputy 
collector  was  false  or  fraudulent,  or  contained  any  understatement  or 
undervaluation,  such  assessment  shall  not  be  remitted,  nor  shall  taxes 
collected  under  such  assessment  be  refunded,  or  paid  back,  or  recovered 
by  any  suit,  unless  it  is  proved  that  such  list,  statement,  or  return  was.  not 
willfully  false  or  fraudulent  and  did  not  contain  any  willful  understate- 
ment or  undervaluation. 

For  the  procedure  regarding  claims  for  abatement  or  refund  see  Regulations  14 
(revised), 

PENALTIES. 

3114  Art.  121.  Penalty  for  Nonpayment  cf  Tax. — (a)  Any  corporation 
8008  which  fails  to  pay  the  tax  when  due  and  payable  is  liable  to  a' penalty 

of  $1,000.  If  it  willfully  refuses  to  pay  or  willfully  attempts  to 
evade  the  tax,"  it  is  also  liable  to  a fine  of  $10,000  and  costs  and  to  a 100  per 
cent  penalty  to  be  added  to  the  tax.  See  also  article  91.  (b)  Any  officer  or 

employee  of  a corporation  who  in  the  course  of  his  duty  fails  to  pay  the  tax 
when  due  and  payable  is  liable  to  a penalty  of  $1,000.  If  he  willfully  refuses 
to  pay  or  willfully  attempts  to  evade  the  tax,  he  is  also  liable  to  a fine  of 
$10,000  and  costs  and  to  imprisonment  for  a year,  and  to  a penalty  of  the 
amount  of  the  tax  unpaid  or  evaded. 

3115  Art.  122.  Penalties  for  Failure  to  Make  Return  and  for  False 
Return. — (a)  Any  corporation  which  fails  to  make  a return  at  the 

required  time  is  liable  to  a penalty  of  $1,000.  If  it  willfully  refuses  to  make 
a return  it  is  also  liable  to  a fine  of.  $10,000  and  costs.  ( b ) Any  officer  or 
employee  of  a corporation  who  in  the  course  of  his  duty  fails  to  make  a return 
at  the  required  time  is  liable  to  a penalty  of  $1,000.  If  he  willfully  refuses  to 
make  a return  he  is  also  liable  to  a fine  of  $10,000  and  costs  and  to  imprison- 
ment for  a year,  (c)  Section  3176  of  the  Revised  Statutes,  as  amended  by 
section  1317  of  the  Revenue  Act  of  1918,  also  provides  [If 808 7-80881: 

In  case  of  any  failure  to  make  and  file  a return  or  list  within  the  time 
prescribed  by  law,  or  prescribed  by  the  Commissioner  of  Internal  Rev- 
enue or  the  collector  in  pursuance  of  law,  the  Commissioner  of  Internal 
Revenue  shall  add  to  the  tax  25  per  centum  of  its  amount,  except  that 
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when  a return  is  filed  after  such  time  and  it  is- ’shown  that  the  failure  to 
file  it  was  due  to  a reasonable  cause  and  not  to  .willful, neglect,  no  such  ad- 
dition shall  be  made  to  the  tax.  In  case  a false  or  fradulent  return  or 
list  is  willfully  made  the  Commissioner  of  Internal  Revenue  shall  add  to 
the  tax  50  per  centum  of  its  amount. 

The  amount  so  added  to  any  tax  shall  be  collected  at  the  same  time 
and  in  the  same  manner  and  as  part  of  the  tax  unless  the  tax  has  been 
paid  before  the  discovery  of  the  neglect,  falsity,  or  fraud,  in  which  case 
the  amount  so  added  shall  be  collected  in  the  same  manner  as  the  tax. 

FRACTIONAL  PART  OF  CENT. 

3110  Art.  131.  When  Fractional  Part  of  Cent  May  be  Disregarded. —In 

8016  the  payment  of  the  tax,  and  in  each  step  or  computation  necessary 
in  determining  its  amount,  a fractional  part  of  a cent  may  be  disre- 
garded unless  it  amounts  to  one-half  cent  or  more,  in  which  case  it  shalljbe 
increased  to  one  cent, 

• MEDIUM  OF  PAYMENT  OF  TAX. 

3117  Art. 141.  Payment  of  Tax  by  Uncertified  Checks. — Collectors  may 

8017  accept  uncertified  checks  in  payment  of  taxes,  provided  such  checks 
are  collectible  at  par,  that  is,  for  their  full  amount,  without  any 

deduction  for  exchange  or  other  charges.  The  collector  will  stamp  on  the 
face  of  each  check  before  deposit  the  words,  “This  check  is  in  payment  of 
an  obligation  to  the  United  States  and  must  be  paid  at  par.  No  protest,” 
with  his  name  and  title.  The  day  on  which  the  collector  receives  the  check 
will  be  considered  the  date  of  payment  so  far  as  the  taxpayer  is  concerned, 
unless  the  check  is  returned  dishonored.  If  one  check  is  remitted  to  cover  two 
or  more  persons’  taxes,  the  remittance  must  be  accompanied  by  a letter  of 
transmittal  stating  (a)  the  name  of  the  drawer  of  the  check;  ( b ) the  amount  of 
the  check;  (c)  the  amount  of  any  cash,  money  order  or  other  instrument 
included  in  the  same  remittance;  (</)  the  name  of  each  person  whose  tax  is 
to  be  paid  by  the  remittance;  ( e ) the  amount  of  the  payment  on  account 
of  each  person  ; and  (f)  the  kind  of  tax  paid. 

3118  Art.  142.  Procedure  With  Respect  to  Dishonored  Checks. — If 

the  bank  on  which  any  such  check  is  drawn  should  refuse  to  pay  it 
at  par,  the  check  should  be  returned  through  the  depositary  bank  and 
be  treated  in  the  same  manner  as  a bad  check.  All  expenses  incident  to 
the  attempt  to  collect  such  a check  and  the  return  of  it  through  the  de- 
positary bank  must  be  paid  by  the  drawer  of  the  check  to  the  bank  on 
which  it  is  drawn,  since  no  deduction  can  be  made  from  amounts  received 
in  payment  of  taxes.  See  Section  3210  of  the  Revised  Statutes.  If  any 
taxpayer  whose  check  has  been  returned  uncollected  by  the  depositary 
bank  should  fail  at  once  to  make  the  check  good,  the  collector  should 
proceed  to  collect  the  tax  as  though  no  check  had  been  given.  A tax- 
payer who  tenders  a certified  check  in  payment  for  taxes  is  also  not  released 
from  his  obligation  until  the  check  has  been  paid.  See  chapter  191  of  the 
Act  of  March  2,  1911. 
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Reg.  50. 


E AUTHORITY  FOR  REGULATIONS. 

:il  H*  Art.  151.  Promulgation  of  Regulations. —In  pursuance  of  the 
8012  statute  the  foregoing  regulations  are  hereby  made  and  promulgated 
and  all  rulings  inconsistent  herewith  are  hereby  revoked. 

DANIEL  C.  ROPER, 

Commissioner  of  Internal  Revenue. 

Approved  April  29,  1919: 

L.  S.  ROWE, 

Acting  Secretary  of  the  Treasury. 

END  OF  REGULATIONS  50. 


:$  G *>o  Returns  of  Affiliated  Corporations  Based  upon  a Consolidated 
3111  Report.* — In  reply  to  your  letter  of  May  17,  1919,  requesting  an 
interpretation  of  Article  106  of  Regulations  No.  50,  regarding  capital 
stock  tax  returns  required  of  affiliated  corporations,  you  are  advised  that  the 
sentence,  “If  the  fair  value  of  its  capital  stock  is  based  upon  a consolidated 
report,  a copy  of  such  report  should  be  attached  to  the  capital  stock  tax 
return  of  each  affiliated  corporation,”  refers  to  each  corporation  of  an 
affiliated  group, ^that  is,  the  parent  company  as  well  as  each  subsidiary. 
Tf Article  101,  Regulations  50,  requires  every  domestic  corporation  to  file 
a return  regardless  of  the  par  value  of  its  capital  stock  unless  specifically 
exempt  under  Section  231.  An  exemption  of  $5,000  is  allowed.  Tfln 
many  cases,  as  for  instance,  in  the  case  of  selling  agencies  separate  corpora- 
tions are  formed  in  order  properly  to  handle  certain  business  under  various 
state  laws  and  in  reality  are  branches  or  departments  of  the  parent  corpora- 
tion. The  business  is  controlled  by  the  parent  corporation  and  the  result 
of  operations  is  a matter  of  bookkeeping.  TfThe  capital  stock  tax  being 
Imposed  upon  the  fair  value  of  the  capital  stock  of  corporations  it  makes 
iittle  difference  by  what  method  such  fair  value  is  determined.  There- 
fore, if  affiliated  corporations  are  best  able  to  determine  the  fair  value  of 
the  respective  companies  through  a consolidated  report  such  privilege  is 
permitted  by  the  Department,  but  it  seems  preferable  to  leave  this  to  the 
corporations  interested  subject  to  approval  by  the  Commissioner  of  Internal 
Revenue  rather  than  attempt  to  outline  a specific  method  that  would  apply 
to  all.  (Letter  to  The  Corporation  Trust  Company,  signed  by  Deputy 
Commissioner  J.  Hagerman,  and  dated  June  2,  1919.) 


*Original  caption  changed  in  accord  with  letter  of  November  11,  1919, 
appearing  at  ^[3129. 
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6-6-19. 

CAPITAL  STOCK  TAX  REGULATIONS. 


TRBA9UHY  DRPARTintNT 
U.  B.  Internal  Revenue 
Form  707— Revised  June,  1919 


CAPITAL.  STOCK  TAX 


I.  Name  ... 


RETURN  FOR  DOMESTIC  CORPORATIONS 

(sec.  ipx.  TITLE  X.  RCVCNUC  ACT  OF  Hit) 


File  with  Collector  of  Internal  Revenue  for  your  district 


(Print  name  of  corporation,  Joint-stock  company  or  association.) 


(Collection  district.) 
Assessment  List,  Form  33 


(Page.) 

.indited  by 


(Yoar.) 

(Line.) 


"(The  address  must  be  that  of  tho  principal  place  of  business.  Give  "Street  and  number,”  “City  or  town,”  and  “ State.  ’’) 
3.  Name  of  parent  company „ ... 

5.  Nature  of  business  in  detail 

6.  Incorporated  or  organized  in  State  of Date  of  incorporation  or  organization .... 

f Juno  30, 1919 


7.  Return  as  of  close  of  fiscal  year  ended 
(See  Special  Instructions  No.  2,  page  4 hereof ) 


(Nearest  earlier  date.) 


Fire  insurance  carried,  as  of  date,  line  7, 


Capital  stock  outstanding: 
8.  Common 

Cum.  or 
ncncum. 

Dividend 

rate. 

Number  of 
shares. 

Par  value 
per  share. 

Tolaf  par  value. 

Total. 

$ 

XXX 

X X 
X X 
X X 

XXX 

XXX 

XXX 

X X 
X X 
X X 

9.  First  preferred 

1 * 



XXX 

XXX 

s 

10  Spcond  profprrorl 

11.  Total 

' 

12.  Amount  of  snrnlus  ...  . ..  

1 

13.  Amount  of  undivided  profi 

14.  Grand  Total  ... 

1 

1 

1 

TAX  PAYABLE  ANNUALLY  IN  ADVANCE 

RETURN  FOR  TAXABLE  PERIOD  JULY  1, 1919.  TO  JUNE  30.  1920,  BASED  ON  FAIR  AVERAGE  VALUE  OF  CAPITAL  STOCK  FOR  PRECEDING  YEAR 
CAREFULLY  READ  ALL  INSTRUCTIONS  BEFORE  MAKING  RETURN 


COMPUTATION  OF  TAX. 

Domestic  Corporations  (Except  Domestic  Mutual  Insurance  Companies). 
(Complete  Exhibits  A,  B,  and  C and  read  all  instructions  before  computing  the  tax.) 

13.  Fair  value  of  total  capital  stock  for  fiscal  year  determined  by  Exhibit .. 

This  column  for  use  of 
taxpayer. 

This  column  for  use  of 
Department. 

$ 

$ 

1 

1G.  Deduction  allowed  by  law 

5 

0 0 0 

00 

5 

0 0 0 

00 

17.  Amount  of  fair  value  of  capital  stock  over  $5,000 

1 

1 

18.  Tax  at  rate  of  $1  per  year  for  each  full  $1,000 i..._ ' 

t - 

1 

1 

I 

19.  Penalty 

| 

20.  Total  tax  and  penalty 

Domestic  Mutual  Insurance  Companies. 

21.  Sum  of  surplus  or  contingent  reserves  maintained  for  general  use  of  the 
business 

$ 

22..  Plus  any  reserves  tho  net  additions  to  which  are  included  in  net  in- 

23.  Total 

i 

* 

0 0 0 

00 

| 5 0 0 0 

00 

1 

1 j 

26  Tpx  at  rate  of  $1  for  each  full  $1  000  in  excess  of  $«:*  00(1 

1 

1 1 1 1 

1 

! 1 j 1 . 

----- 

1 

See  Instructions  on  Pace  4 
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CAPITAL  STOCK  TAX  REGULATIONS. 


EXHIBIT  A.  (See  Special  Instructions  No.  4,  page  4.) 
CONDENSED  BALANCE  SHEET  AS  OF 


(Same  dot©  as  Item  7,  page  1.) 


DEBITS  AND  ASSETS 

HOOKS  OF  ACCOUNT. 

( 

FAIR  VALUE. 

DIFFERENCE, 
(fiiplain  any  large  amounts.) 

$ 

1 

$. 

Machinery . .. 

*»■ 

H 

il-b 

! 

1! 

ii 

i 

i 

! 

; 

Goodwill,  patents,  ole 

Deferred  charges 

Totals 

■ 

i 

1 1 1 

"i i r '* 

, 

$ 

■ 

i r t j 

CREDITS  AND  LIABILITIES. 

BOOKS  OK  ACCOUNT. 

FAIR  VALUE. 

DIFFERENCE. 

Bonded  debt $ 

Less  iu  Treaa 

$ 

! i 

* 

1 

1 

! $...  . 

1 

Mortgages 

1 " "T i':  j 

Accounts  payable 

i 

i 

! 1 j 

N otes  payable 1 

[i 

1 

i 

r ' 

l V i ‘ !\: 

Other  liabilities 

1 

:l  i 

! ! 

Reserves 

1 

t ' 

i 

1 1 ] 

Depreciation 

! 

. ..  7 ! I 

Depletion  

fj 

1 

f l.  i . 

t) 

i 

i.:::: 

1 

! 1 1 

i :,ij.  -v ..... . 

! 

i • 

i -1  | j 

, 

b i 1 

1 j 

Deferred  credits.  

i 

i i ! . i 

Capital  stock: 

Preferred — 

Less  iu  Trea^_  

! 

i 

1 

Common 5 

T.essin  Treas.  

! 



1 

1 

Profit  and  loss. 

1 

1 

! 

Totals  

$. 

1 

' $... 

1 

1 

RECAPITULATION  OF  EXHIBIT  A. 

This  column  (or  use  of 
taxpayer. 

This  column  (or  use  of 
Department. 

Total  debits  and  assets  after  deducting  debit  items  not  artua 

Less  total  of  credits  and  liabilities  after  deducting  capital  sit 
and  other  credits  not  actual  liabilities- 

l assets 

$ 

i 

i 

3 ck,  surplus, 

Difference  (value  of  total  capital  stock  reflected  by  Exhil 

tit  A 1 

s 

i 

s 

See  Instructions  on  Paqf  4 

(2) 


Page  2 of  Forrriv  707. 
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6-6-19. 

CAPITAL  STOCK  TAX  REGULATIONS. 


EXHIBIT  B.  (Sqq  Special  Instructions  No.  6,  page  4.) 

QUOTATIONS  OR  OUTSIDE  SALES  PRICES.  i 


(Give  name  ofexuliuugo  or  Rei  lly  " Outside  sales.") 


COMMON. 


FIRST  PREFERRED. 


SECOND  PREFERRED. 

Price. 


Total. 
Average 


RECAPITULATION  OF  EXHIBIT  B. 


Average  sale  value  of  common  stock  per  share,  $ , multi- 
plied by average  number  of . shares 

Average  sale  value  of  first  preferred  stock  per  share,  $ , 

multiplied  by average  number  of  shares.. 

A verage  sale  value  of  second  preferred  stock  per  share,  I- , 

multiplied  by average  number  of  shares 


This  column  lor  1 


tmxpayet.  This  column  lor  use  o!  Department. 


Total  (value  of  total  capital  stock  reflected  by  Exhibit  B).. 

EXHIBIT  C.  (See  Special  Instructions  No.  6,  page  4.) 

ANNUAL  INCOME 


FISCAL 

YEAR 

ENDED- 


191 
191 
191  .... 
191 


DEDUCTIONS. 


ADDITIONS. 


191  . 

Total-l—.....i.....™.,..... 

Average.! X X X X X X 


DIVIDENDS  DECLARED. 


X X X X X 


RECAPITULATION  OF  EXHIBIT  C. 

This  column  tor  use  of  taxpayer.  | 

This  column  lor  use 

ol  Department. 

Average  annual  iticome  as  adjusted.  ' . . 

$ 

. - 1 I 

$ 

Capitalized  at per  cent  (value  of  total  capital  stock  reflected 

py  Exhibit.  C). i. 

._j_i 

Is*. 

County  of .......1 ...J 

We, ........ President,  and  Treasurer, 

of  the  aho-ve-namod  company,  whose  return  for  special  excise  tax  is  herein  set  forth,  being  severally  duly  sworn,  each  for  himself,  deposes 
and  says  that  the  items  entered  in  the  foregoing  report  and  in  any  additional  list  or  lists  attached  to  or  accompanying  this  return  are,  to 
his  best  knowledge  and  belief  and  from  such  information  os  he  has  been  able  to  obtain,  true  and  correct. 

Sworn  to  and  subscribed  before  me  this  «...  day 

of ,19 


(3) 

■90 


See  Instructions  on  Page  4 

Page  3 of  Form  707. 
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CAPITAL  STOCK  TAX  REGULATIONS. 


SPECIAL  INSTRUCTIONS. 


I.  Required  value.—' The  capital  stock  tax  except  on  domestic  mutual  Insurance 
eompAnlii'i  Is  measured  by  the  lulr  value  nt  the  total  capital  stock,  Including  surplus 
and  undivided  profits,  for  ttie  year  preceding  tho  taxable  year,  whether  or  not  It  Is 
organized  for  profit  or  has  a rnpliul  stack  represented  by  sbares.  For  domestic  mutual 
I nsui unen umipanioaseo  pago  1,  Foim  707. 

Fnrihopurpnsoalllils  tax  tbo  lair  valuooftbo  entire  capital  stock  of  a going  concern, 
regardless  of  slock  ownership  or  the  ability  of  individual  stockholders  to  llquldalo 
t heir  holdings,  I x required.  Thcsalcsprlccsforpnynun.l>er  of  shares  of  stock  less  than 
o majority  Interest  uru  not  necessarily  Indicative  of  tho  fair  value  of  the  entire  capital 
slock.  Tho  capital  invested,  Ibo  nature  of  tho  business,  tho  kind  of  assets  (slow  or 
quirk  turning),  good  will,  franchises,  earning  capacity,  etc.,  are  Important  factors 
that  affect  tho  worth  of  enterprises  and  must  do  given  duo  consideration  In  arriving 
at  tho  (air  valuo  at  any  given  date. 

In  order  that  consideration  may  bo  given  the  various  factors  governing  worth, 
threeoxhlhitsnro  provided  for  furnishing  information,  and  tho  tax  payer  will  complete 
each  exhibit  or  stato  why  tho  required  data  are  net  available. 

Exhibit  A provides  tor  odjustlngony  overstated  or  understated  values  contained  In 
tbo  laxpnvor's  books  of  account,  and  Kxhlblt  C provides  lor  showing  an  adjusted 
Income,  which  should  bo  the  actual  operating  income  to  bo  used  for  capitalizing  on  a 
porccntngo  basis  fixed  by  Its  officers  ns  fairly  representing  conditions  obtaining  in  tho 


. i support  of  t.„ ... 

In  which  tho  fair  valuo  Is  understated  tho  amount  will  bo  redetermined  by  thi 
Commissioner. 


snow  mo  closing  ante  oi  us  nscai  year  enueu  ueiween  juiy  i,  ivio,  uuu  jumiou,  iv,o, 
if  oi  her  than  Juno  30,  and  tho  Information  furnished  under  Exhibits  A,  B,  and  C will 
be  as  of  the  year  or  years  ended  on  such  date. 

M utual  Insunneo  companies  will  show  Juno  30  or  tho  nearest  earlier  date  of  the  clos- 
ing of  tho  preceding  accounting  period  used  by  such  company  for  purpose  of  making 
Its  incomo  lax  return. 

3.  Exhibits.— The  three  Exhibits.  A.  B,  and  C.  are  provided  to  indicate  the  infor- 
mation desired  and  the  manner  In  which  It  should  be  furnished.  So  far  as  adaptable 
theso  forms  should  be  completed  by  taxpayers,  but  II  they  find  it  more  convenient 
they  may  attach  to  this  return  their  own  statements,  provided  substantially  tho  saino 
information  isfurnished.  lnany  event,  taxpayers  should  attach  any  additional  statc- 


4.  Exhibit  A:  Condensed  balance  sheet.— Furnish  under  Exhibit  A a con- 
densed balance  sheet  os  oi  tho  closing  dato  of  the  Qscal  year  given  in  item  7 on  page  1 
hereof. 

“Books  of  account.”— These  columns  must  show  the  amounts  as  carried  in  tho 
taxpayer’s  books  of  account. 

" Fair  mine.”— Refer  to  article  1 above,  defining  tho  value  required,  and  in  the 
event  tho  columns  ” Books  of  account”  contain  any  overstated  or  understated  values 
show  herein  tho  amounts  which  will  reflect  actual  values. 

"Difference."— These  columns  will  show  the  difference  between  the  columns 
” Books  of  account  ” and  “ Fair  value.”  Any  material  differences  must  be  explained 
in  such  manner  as  to  enable  the  Commissioner  of  Internal  Revenue  to  determine  if 
they  are  proper  and  acceptable.  For  this  purpose  the  differences  shown  herein  need 
Dot  bo  covered  by  corresponding  adjustments  in  the  taxpayer's  books  of  account. 

“ Treasury  stock"  and  " Treasury  bonds."— In  the  event  the  taxpayer  holds  In  its 
treasury  any  of  its  own  stock  or  bonds,  advice  must  be  furnished  as  to  whether  such 
stock  and  bonds  are  pledged  or  unpledged. 

"Other  assets1'  ana  “ Other  liabilities."— It  the  amounts  returned  against  these 
accounts  are  comparatively  largo,  a comprehensive  analysis  of  them  must  be  attached. 

" Profit  and  loss."— If  the  “ Profit  and  loss”  balance  is  a debit,  the  amount  should  bo 
shown  in  red. 

Reserves  for  the  payment  of  future  dividends  whether  declared  or  not  will  not  bo 
considered  as  liabilities,  except  that  on  amount  tocover  the  preceding  dividend  period 
UfBy  be  so  considered  trthe  dividend  has  been  declared  and  not  disbursed. 

Cumulative  dividends  due  but  not  paid,  may  be  deducted  if  satisfactorily  explained. 

5.  Exhibit  B:  .Quotations  or  outside  sales  prices.— Furnish  under  Exhibit  B 
the  prices  quoted  on  a recognized  stock  exchange  or  on  the  New  York  curb,  or  the 
prices  at  which  outside  sales  were  made  if  the  stock  is  not  listed,  for  the  period  of  12 
mouths  ending  with  the  close  of  the  taxpayer's  fiscal'year  given  In  item  7 on  page  1 
hereof. 


Iff  ho  stock  is  listed,  the  name  of  the  exchange  from  which  reported  quotations  are 
taken  must  bo  shown  in  tho  space  provided  therefor,  and  the  prices  reported  will  be 
t lie  mean  of  the  highest  and  of  the  lowest  bid  price  during  each  month,  from  which  tho 
a-  crago  for  the  year  will  be  obtained.  If  the  taxpayer  prefers,  a schedule  may  be 
attached  to  tills  return  showing  tbo  highest  and  lowest  bid  price  at  which  stock  was 
quoted  (tircnch  day  ofthe  yearand  the  average  obtained  therefrom. 

If  tho  stock  is  not  listed  and  outside  sales  have  been  made  at  prices  known  or  deter- 
minable by  the  officers  making  this  report,  such  prices  will  be  reported  herein.  A 
statement  of  the  number  of  shares  involved  and  tho  conditions  unrlcr  which  sales 
were  made  at  ot  her  than  exchange  quotations  must  accompany  this  return.  Sates  to 
employees  zrdlrectorsfor  qualifying  purposes,  or  sales  which  are  restricted  as  to  resale, 
or  sales  at  prices  otherwise  specially  influenced,  will  not  bo  considered  representative 
oi  the  fair  value  oi  the  entire  capital  stock  and  should  not  be  Included. 

In  tho  column  "No.  sbares  outstanding”  should  be  shown  the  total  number  of 
shares  outstanding  at  tho  close  of  each  month.  The  average  value  per  share  will  be 
determined  as  follows; 

rirst.  If  no  chango  occurred  in  tho  number  of  shares  outstanding  during  the  year, 
total  the  quotations  or  sales  prices  for  the  months  reported  and  divide  by  tho  number 
of  months  in  which  quotations  or  sales  prices  are  shown. 

Second.  If  any  change  occurred  in  the  number  of  shares  outstanding  during  tho 
year,  calculate  t lie  total  value  of  the  outstanding  shares  each  month  upon  the  reported 


6.  ExhibitC:  Annualincome.— Furnish  under  Exhibit  C the  annual  income  and 
other  data  for  the  five  fiscal  years  ended  with  the  close  of  the  taxpayer’s  fiscal  year 
as  given  in  item  7 on  page  1 hereof,  or  for  the  period  during  which  the  corporation  has 
been  engaged  in  business  if  for  a shorter  period. 

“ Net  income."— In  this  column  will  be  shown  the  income  returned  for  the  purposo  of 
the  incomo  tax  and  excess  profits  tax. 

“Deductions"  and  “ Additions."— Refer  to  article  1 of  these  Special  Instructions, 
ond  show  In  these  columns  such  amounts  as  should  be  deducted  irom  or  added  to 
“Net  income”  to  arrive  at  the  not  income  which  may  be  capitalized  to  determine  tho 
fair  valuo  of  the  capital  stock.  A comprehensive  analysis  of  any  amounts  reported 
(herein  should  he  attached  to  this  return.  Some  of  the  principal  items  frequently 
requiring  adjustment  follow: 

Deductions: 

Income  and  profits  taxes  not  deductible  in  computing  income  subject  to  tax. 

Depreciation  and  depletion. 

Interest  charges  not  deductible  in  computing  Income  subject  to  tax. 

Losses  not  fully  deductible,  in  computing  income  subject  to  taxjl 

Additions: 

Dividends  from  other  corporations  not  included  in  computing  incomo  subject  to 
tax. 

Incomo  from  securities  of  a State,  municipality,  or  of  the  United  States,  not 
included  in  the  income  tax  return. 

Expenditures  made  for  additions  and  betterments,  or  reserves  for  such  pur- 
poses, made  against  income  whether  direct  or  through  expenses. 

“ Adjusted  income."— This  column  will  reflect  tho  amounts  resulting  from  tho 
adjustment  of  the  amounts  shown  in  the  preceding  three  columns. 

“ Number  shares."— Herein  should  bo  given  the  total  number  of  shares  of  all  classes 
of  stock  outstanding  at  the  close  of  each  fiscal  year. 

" Dividends  declared."— Herein  should  be  reported  the  percentage  ot  dividends 
declared  on  tho  par  value  of  each  class  of  stock  outstanding  each  year.  The  amount 
represented  by  tno  percentages  shown  in  this  column  must  not  bo  deducted  from  tho 
columns  “Net  income”  or  “Adjusted  income.” 


Capitalizing  net  income.— Tho  officers  making  the  return  will  capitalize  tho  average 
annual  income  on  a percentage  basis  that  fairly  represents  the  conditions  obtaining 
in  the  trade  in  the  locality  t hat  representative  enterprises  must  cam  in  order  to  main- 
l their  stock  at  par.  In  other  words,  if  enterprises  engaged  in  a similar  bus 
st  on  tho 
their  stock ; 

7.  Domestic  insurance  companies  (othor  than  mutual  companies)  most  attach 
to  the  return  a list  oi  such  deposits  and  reserve  funds  as  they  aro  required  bv  law 
or  contrast  th  maintain  or  hold  tor  the  protection  oi  or  payment  to  or  apportion- 
ment among  policyholders,  stating  tho  name  and  amount  of  each  such  deposit 
or  fund. 

8.  Domestic  Mutual  insurance  companies  must  attach  to  the  return  a supple- 
mentary list  showing  tho  name  and  amount  of  each  reserve,  tho  net  additions  to 
which  are  not  included  in  the  net  income. 


GENERAL  INSTRUCTIONS. 


I . Nature  of  Tax.— The  capital  stock  tax  due  July  1, 1919,  Is  an  excise  tax  payable 
(n  advance  for  the  privilege  of  doing  business  from  July  1, 1919,  to  June  30, 1920.  Tho 
amount  of  the  tax  is  payable  to  the  collector  at  any  time  after  July  1,  1919,  but 
penalties  for  nonpayment  do  not  attach  until  ten  days  after  notice  and  demand  has 
been  served  by  the  collector  upon  the  taxpayer. 


3.  Corporations  Required  to  Make  Return.— Every  corporation  engaged  In 
- xlnoss  at  any  time  during  the  preceding  year  July  1, 1918  to  June  30, 1919,  and  in 
L isincss  on  July  1, 1919,  not  specifically  exempt  under  the  provisions  o(  Section  231, 


Title  II  of  the  Revenue  Act  of  1918  must  file  a return. 

4.  The  Collector  Mav  Make  Return.— If  any  corporation  or  association  fails  to 
make  and  file  a return  within  tho  time  prescribed  by  law  or  by  regulation  mado 
under  authority  of  lav;,  or  makes  willfully  or  otherwise,  a false  or  fraudulent  return,  the 
collector  or  his  deputy  is  authorized  to  make  tiio  return  irom  such  information  as  ho 
can  obtain  through  testimony  or  otherwise.  Such  return,  when  subscribed  by  tho 
collector  or  his  deputy,  shall  he  prima  facie  good  and  sufficient  for  all  legal  purposes. 

6.  Extension  of  Time.— If  failure  to  file  a return  within  the  prescribed  time  Is  due 
to  sickness  or  absence  ot  an  officer  required  to  sign  the  return,  the  collector  may  allow 
an  extension  of  not  more  than  thirty  days  for  making  and  filing  the  return,  provided 
an  application  in  writing  is  mado  prior  to  tho  expiration  ofthe  period  In  which  tho 


8.  Signatures  and  Verification.— Returns  must  be  signed  and  verified  by  twe 
officers  ofthe  corporation,  that  is.  by  the  president,  vice  president,  or  other  principal 
officer,  and  by  the  treasurer  or  other  financial  officer,  and  must  be  sworn  to  before  an 
officer  authorized  to  administer  oaths,  and  the  seal  of  the  attesting- officer,  if  he  is 
required  to  have  a seal,  must  be  impressed  on  the  return.  The  name  ofthe  corpora-  , 
t ion  and  the  names  cf  the  officers  signing  the  return  should  bo  plainly  written  or  print- 
ed on  the  return. 


in  the  cose  of  mutual  insurance  companies  (see  lines  21  to  26  on  page  1). 

8.  Penalties.— In  case  of  any  failure  to.mako  and  file  a return  or  list  within  the  time 
prescribed  by  law,  or  prescribed  by  the  Commissioner  of  Internal  Revenue  or  tho 
collector  in  pursuance  of  law,  tho  Commissioner  of  Internal  Rovenuo  shall  add  to  tho 
tax  25  per  centum  of  its  amount,  oxcept  that  when  a return  is  filed  after  such  tlmo 
and  it  is  shown  that  tho  failure  to  file  it  was  due  to  a reasonable  cause  and  not  to 
willful  neglect,  no  such  adul  tion  shall  be  made  to  the  tax.  In  case  a false  or  fraudulent 
return  or  list  is  willfully  made,  the  Commissioner  oi  Internal  Revenue  shall  add  to  tbo 
tax  50  per  centum  of  its  amount. 

9.  R EGULATION3.— For  furtnor  information  regarding  tho  tax  see  Regulations  No.  50. 


(4) 
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CAPITAL  STOCK  TAX  REGULATIONS. 

CAPITAL  STOCK  TAX 


RETURN  FOR  FOREIGN  CORPORATIONS 

(Sec.  1000,  Title  X,  Revenue  Act  of  1918.) 


(Collodion  District.) 

Assessment  List,  Form  No.  28. 


( Year.) 


(To  bo  .temped  by  CoMeotor  showine 
District  and  dato  roocived.) 


Audited  by 

File  with  Collector  of  Internal  Revenue  for  your  district. 


1.  Name 

2.  Address 

3.  Home  Office  located  at 

4.  Nature  of  business  in  detail 

5.  Affiliated  company  or  companies 


(Print  name  of  corporation.  Joint-stock  company,  or  association.) 


(The  address  in  the  United  States  must  bo  that  of  the  principal  place  of  business  of  the  corporation.) 

(Give  street  and  number,  city  or  town,  and  country.) 


TAX  PAYABLE  ANNUALLY  IN  ADVANCE. 


Return  for  taxable  period  July  1,  1919,  to  June  30,  1920,  based  on  the  average  amount  of  capital  employed  in  the  transaction  of  ite 
business  in  the  United  States  for  preceding  year,  except  Foreign  Mutual  Insurance  Companies.  (See  lines  11,  12, -and  13.) 


COMPUTATION  OF  TAX. 

Foreign  Corporations,  except  Foreign  Mutual  Insurance  Companies.  (See  General  Instructions  3a.) 


6.  Average  capital  employed  in  the  transaction  of  business  in 
the  United  States  and  elsewhere,  if  available: 


Real  estate  . $ 

Mortgage  loans.  ...  

Bonds... 

Stocks  . .. 

Cash 

Other  assets: 

Total S. 

! 

7.  Average  capital  employed  in  the  transaction  of  business  in 
the  United  States: 


Real  estate $ 

Mortgage  loans 

Bonds  held  in  the  United  States 

Stocks  held  in  the  United  States 

Cash 

Other  assets : 


Total $. 

Total  net  income 8— Net  income  from  sources  in  United  States g. 

8.  Tax  at  the  rate  of  $1  for  each  full  $1,000 . 

9.  Penalty  for  delinquency  in  filing  return . 

0.  Total  tax  and  penalty — $. 


12. 


COMPUTATION  OF  TAX. 

Foreign  Mutual  Insurance  Companies.  (See  General  Instructions  3b.) 

Surplus  or  contingent  reserves  maintained  in  the  United  States  and  elsewhere  for  tho  general  use  of 
the  business,  plus  reserves  the  net  additions  to  which  are  included  in  net  income  under  the  pro- 
visions of  Title  II  as  of  the  close  of  the  preceding  accounting  period  used  by  such  company  for 
purposes  of  making  its  income-tax  return - - $. 

Total  reserve  fund  upon  all  business  transacted  within  the  United  States  and  elsewhere  (excluding 
surplus  or  contingent  reserves  maintained  for  the  general  use  of  the  business) 


13.  Reserve  fund  upon  business  transacted  within  the  United  States . 

14.  Proportion  (expressed  in  percentage)  which  the  item  13  bears  to  item  12. 

15.  Taxable  amount  (apply  percentage  to  item  11) .'.... $. 

16.  Tax  at  the  rate  of  $1  for  each  full  $1,000 

17.  Penalty  for  delinquency  in  filing  return . 

18.  Total  tax  and  penalty... ...  S. 


State  of.. 

County  of 

I,  - , of  the  United  States  branch  of  the  above-named  foreign  company, 

(Agent,  attorney,  or  other  official  capacity.) 

whose  return  for  special  excise  tax  is  herein  set  forth,  being  duly  sworn,  depose  and  say  that  the  items  entered  in  the  foregoing  report 
and  in  any  additional  list  or  lists  attached  to  or  accompanying  this  return  are,  to  my  best  knowledge  and  belief,  and  from  such  information 
as  I have  been  able  to  obtain,  true  and  correct  in  each  and  every  particular. 

Sworn  to  and  subscribed  before  me  this day  of  .: ... , 19 

SEAL  OF  OFFICER! 

TAKING  AFFIDAVIT. J ... ... ... 


» 

a-“833# 


(Agent,  attorney,  or  other  official  capacity.) 


(Official  capacity.)  (Name  of  officer  or  agent  to  whom  correspondence  should  bo  addressed.) 

SEE  INSTRUCTIONS  ON  REVERSE  SIDE. 


WAR 


635 


TAX 


CAPITAL  STOCK  TAX  REGULATIONS. 


GENERAL  INSTRUCTIONS. 


1.  Nature  of  tax. — The  capital  stock  tax  due  July  1,  1919,  is  an  excise  tax,  payable  in  advance,  for  the  privilege 
of  doing  business  from  July  1, 1919,  to  June  30, 1920.  The  amount  of  the  tax  is  computed  upon  the  capital  employed 
by  a foreign  corporation  in  the  transaction  of  its  business  in  the  United  States  for  the  preceding  fiscal  year,  except 
in  the  case  of  foreign  mutual  insurance  companies,  see  lines  11, 12,  and  13  on  the  face  of  this  form.  The  tax  is  payable 
to  the  collector  at  any  time  after  July  1,  1919,  but  penalties  for  nonpayment  do  not  attach  until  ten  days  after  notice 
and  demand  has  been  served  by  the  collector  upon  the  taxpayer. 

2.  Time  of  filing  returns. — On  or  before  July  31,  1919,  and  annually  thereafter. 

3.  Foreign  corporations  required  to  make  returns. — Every  corporation  engaged  in  business  in  the  United  States, 
shall  make  return  on  this  form  irrespective  of  the  amount  of  capital  employed  in  this  country  in  the  transaction  of 
its  business,  unless  such  corporation  was  not  engaged  in  business  in  the  United  States  during  the  preceding  fiscal  year, 
July  1,  1918,  to  June  30,  1919,  or  is  specifically  exempt  under  the  provisions  of  Section  231,  Title  II,  of  the  Revenue 
Act  of  1918. 

(a) .  In  answer  to  question  7,  details  relating  to  real  estate,  mortgage  loans,  etc.,  may  be  omitted,  but  each 
such  company  should  in  a supplementary  statement  explain  how  the  average  amount  of  capital  employed  in 
the  transaction  of  its  business  in  the  United  States  has  been  computed;  and  should  furnish  in  a supplementary 
list  the  name  and  amount  of  such  deposits  and  reserve  funds  as  they  are  required  by  law  or  contract  to  maintain 
or  hold  for  the  protection  of  or  payment  to  "or  apportionment  among  policyholders. 

(b) .  Foreign  mutual  insurance  companies  shall  return  in  a supplementary  list  the  name  and  amount  of  all 
reserves  the  net  additions  to  which  are  not  included  in  the  net  income. 

4 . Collector  may  make  return. — If  any  corporation  or  association  fails  to  make  and  file  a return  within  the  time 
prescribed  by  law,  or  by  regulation  made  under  authority  of  law,  or  makes  willfully  or  otherwise  a false  or  fraudulent 
return,  the  collector  or  his  deputy  is  authorized  to  make  the  return  from  his  own  knowledge  and  from  such  information 
as  he  can  obtain  through  testimony  or  otherwise.  In  any  such  case  the  Commissioner  may,  from  his  own  knowledge 
and  from  such  information  as  he  can  obtain  through  testimony  or  otherwise,  make  a return  or  amend  any  return  made 
by  a collector  or  deputy  collector.  Any  return  so  made  and  subscribed  by  the  Commissioner,  or  by  a collector  or 
deputy  collector  and  approved  by  the  Commissioner,  shall  be  prima  facie  good  and  sufficient  for  all  legal  purposes. 

5.  Extension  of  time'. — If  failure  to  file  a return  is  due  to  the  sickness  or  absence  of  an  officer  required  to  sign  the 
return  the  collector  may  allow  an  extension  of  not  more  than  thirty  days  for  making  and  filing  the  return,  provided 
an  application  in  writing  is  made  prior  to  the  expiration  of  the  period  in  which  the  return  should  have  been  filed. 

G.  Signatures  and  verification. — Returns  must  be  signed  and  verified  by  the  agent  or  attorney,  or  other  principal 
officer,  in  charge  of  the  United  States  branch  of  the  foreign  corporation,  and  must  be  sworn  to  before  an  officer  author- 
ized to  administer  oaths,  and  the  seal  of  the  attesting  officer,  if  he  is  required  to  have  a seal,  must  be  impressed  on  the 
return  in  the  space  provided  for  that  purpose. 

7.  Corporations  liable  to  tax. — Every  corporation  created  or  organized  outside  the  United  States  and  engaged  in 
business  in  the  United  States,  shall  be  liable  to  the  capital  stock  tax  except  such  companies  and  associations  as  are 
specifically  exempt  under  Section  231  of  Title  II  of  the  Revenue  Act  of  1918. 

8.  New  corporations. — This  tax  shall  not  be  imposed  upon  any  corporation  not  engaged  in  business  in  the  United 
States  during  the  fiscal  year  July  1,  1918,  to  June  30,  1919. 

9.  Computation  of  tax. — The  method  of  computation  is  prescribed  on  the  face  of  this  form. 

10.  Penalties. — Section  3176  of  the  Revised  Statutes,  as  amended  by  the  Revenue  Act  of  1918,  provides: 

In  case  of  any  failure  to  make  and  file  a return  or  list  within  the  time  prescribed  by 
law,  or  prescribed  by  the  Commissioner  of  Internal  Revenue  or  the  collector  in  pursuance 
-of  law,  the  Commissioner  of  Internal  Revenue  shall  add  to  the  tax  25  per  centum  of  its 
amount,  except  that  when  a return  is  filed  after  such  time  and  it  is  shown  that  the  failure  to 
file  it  wTas  due  to  a reasonable  cause  and  not  to  willful  neglect,  no  such  addition  shall  be 
made  to  the  tax.  In  case  a false  or  fraudulent  return  or  list  is  willfully  made,  the  Com- 
missioner of  Internal  Revenue  shall  add  to  the  tax  50  per  centum  of  its  amount. 

31  Regulations. — For  further  information  regarding  the  tax  see  Regulations  No.  50.  2— 883» 
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3121  Returns  by  corporations  with  fiscal  years  ending  June  30. — 

3109  Answering  your  letter  of  July  3^  1919,  in  which  you  make  inquiry  as 
follows : 

“What  is  the  best  procedure  for  reporting  net  income  under 
Exhibit  C of  capital  stock  tax  returns,  Form  707,  in  the  case  of 
corporations  whose  fiscal  year  ends  June  30,  and  who  have  not  filed 
return  for  Federal  income  tax  purposes  before  the  time  for  filing 
capital  stock  tax  returns  has  expired?’ ’ 
you  are  advised  paragraph  3,  Special  Instructions  1,  Page  4,  Form  707, 
states : 

“*  * * and  the  taxpayer  will  complete  each  exhibit  or 

state  why  the  required  data  are  not  available.” 

3122  The  law  provides  that  capital  stock  tax  returns  shall  be  filed  during 
the  month  of  July  for  the  taxable  period  beginning  July  1 and  that 

the  Collector  is  empowered  to  grant  an  extension  of  thirty  days  beyond  the 
due  date  of  filing  only  in  case  of  sickness  or  absence  of  the  officer  charged 
with  the  preparation  of  the  return.  You  will  therefore  note  there  is  no 
authority  under  the  law  for  granting  ah  extension  for  any  reason  beyond 
thirty  days  from  July  31,  1919. 

3123  Capital  stock  tax  returns  should  therefore  be  completed  so  far  as  prac- 
ticable and  filed  with  the  Collectors  within  the  prescribed  time  with 

the  statement  that  unavailable  data  will  be  furnished  in  a supplemental 
report  at  the  earliest  possible  date. 

3121  In  the  case  of  any  failure  to  make  and  file  a return  within  the  pre- 
scribed time  a penalty  of  25  per  centum  of  the  amount  of  the  tax 
attaches,  except  that  when  the  falure  to  file  was  due  to  a reasonable  cause 
and  not  to  willful  neglect  no  such  addition  shall  be  made  to  the  tax. 
3125  The  above  procedure  will  avoid  any  assertion  of  the  penalty  or  ques- 
tion as  to  what  constitutes  a reasonable  cause.  (Letter  to  The  Cor- 
poration Trust  Company,  signed  by  Deputy  Commissioner  J.  Hagerman, 
and  dated  July  11,  1919.) 


312©  Deduction  for  income  and  excess  profits  taxes. — Referring  Form 
3107  707,  Exhibit  C in  column  of  deductions,  can  we  deduct  tax  on  in- 

come of  each  year  or  is  deduction  to  be  tax  paid  on  income  of 
previous  year?  (Answer.)  Supplementing  office  telegram  of  July  7,  1919, 
in  reply  to  your  wire  of  July  4,  1919,  in  which  th£  statement  was  made, 
“Tax  actually  paid  proper  deduction  in  determining  adjusted  net  income 
Exhibit  C,”  you  are  advised  that  this  matter  has  been  reconsidered  and 
it  is  now  held  that  income  and  excess  profits  taxes  may  be  properly  de- 
ducted from  net  income  as  reported  under  Exhibit  C of  capital  stock  tax 
return  Form  707,  even  though  not  actually  paid,  if  the  amount  has  been 
definitely  determined  and  explanations  are  submitted  for  consideration 
in  the  final  audit.  TJThat  is  to  say,  corporation  income  tax  and  excess 
profits  tax  for  the  fiscal  year  1919  may  be  deducted  on  the  net  income 
reported  for  1919  where  the  above  instructions  are  observed.  (Telegram 
of  inquiry  from  Henry  Herrick  Bond,  Boston,  Mass.,  and  the  reply  thereto 
signed  by  Deputy  Commissioner  J.  Hagerman,  and  dated  July  10,  1919.) 
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3127  Manner  of  establishing  proof  that  corporation  is  not  doing 
3080  business. — Article  17,  Regulations  50,  regarding  Capital  Stock. 

Tax  for  Corporations.  In  what  manner  is  proof  satisfactory  to  the 
Commissioner  to  be  submitted  that  the  corporation  is  not  doing  business? 
Please  wire  reply  collect.  (Answer.)  Your  wire  twenty  second  relative 
Capital  Stock  Tax.  Complete  first  five  lines  Form  7C7,  attaching  com- 
prehensive explanation  of  grounds  for  claiming  exemption.  File  with 
Collector.  (Telegram  of  inquiry  from  Loomis,  Suffern  and  Fernald,  New 
York,  N.  Y.,  signed  by  Deputy  Commissioner  J.  Hagerman,  and  dated 
July  25,  1919.) 


.*5128  Borrowed  capital  to  be  included  by  foreign  corporation  in 
3093  determination  of  amount  of  capital ‘employed  in  the  United 
States. — Following  question  submitted  on  behalf  our  client  the 

Company,  a foreign  corporation.  Referring  Article  33 

Regulations  50  is  capital  stock  tax  to  be  computed  on  entire  amount  of 
capital  employed  in  this  country  irrespective  of  whether  that  capital  con- 
sists in  part  of  company's  own  capital  and  in  part  of  borrowed  capital? 
Kindly  wire  reply  collect.  (Answer.)  Your  wire  25th  Capital  stock  tax 
is^imposed  upon  capital  employed  irrespective  of  its  nature  whether  bor- 
rowed, paidjnor  earned.  (Telegram  of  inquiry  from  E.  G.  Shorrock  & Co., 
Seattle,  Washington,  and  the  reply  thereto,  signed  by  Deputy  Commissioner 
J.  Hagerman,  and  dated  October  30,  1919.) 


3129  Returns  of  Affiliated  Corporations  based  upon  a consolidated 
3120  report. — Referring  to  office  letter  of  June  2,  1919,  published  in 
your  War  Tax  Service  for  1919,  under  paragraph  3120,  it  has  come 
to  the  attention  of  this  office  that  a number  of  taxpayers  are  construing 
this  letter  as  granting  special  privileges  not  intended  and  not  permitted 
under  the  law  and  regulations.  This  letter  properly  interpreted  reflects 
the  views  of  this  office  and  is  applicable  to  such  cases.  The  taxpayers, 
however,  may  have  been  mislead  by  the  wording  of  the  heading,  which 
reads: 

“Consolidated  Returns  of  Affiliated  Corporations" 
and  it  is  suggested  with  a view  to  avoiding  further  misunderstanding  that 
the  heading  be  revised,  as  follows: 

“Returns  of  Affiliated  Corporations  based  upon  a Consolidated  Report." 
3139  The  difficulty  of  outlining  a general  ruling  that  covers  all  questions 
relating  to  affiliated  corporations  should  be  appreciated  and  the 
taxpayer  must  realize  that  the  tax  is  imposed  upon  the  fair  value  of  the 
capital  stock  of  each  individual  corporation  as  disclosed  by  the  facts  in  a 
given  case,  regardless  of  corporate  affiliations.  Only  under  certain  condi- 
tions are  corporations  permitted  to  arrive  at  the  fair  value  of  the  capital 
stock  of  the  respective  companies  through  a consolidated  report,  that  is, 
where  the  fair  value  cannot  be  determined  independently. 

3131  In  interpreting  the  letter  above  mentioned,  distinction  must  be 
drawn  between  the  word  “return"  and  the  word  “report."  Under 
all  circumstances  individual  returns  are  required  of  every  corporation  re- 
gardless of  the  basis  used  in  arriving  at  the  fair  value.  (Letter  to  The 
Corporation  Trust  Company,  signed  by  Deputy  Commissioner  J.  Hager- 
man, and  dated  November  11,  1919.) 
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BEING  TITLE  XI  OF  THE  REVENUE  ACT  OF  1918. 


TITLE  XI. — Stamp  Taxes. 

Sec.  1100.  That  on  and  after  April  1,  1919,  there  shall  be  levied, 
collected,  and  paid,  for  and  in  respect  of  the  several  bonds, 
debentures,  or  certificates  of  stock  and  of  indebtedness,  and 
other  documents,  instruments,  matters,  and  things  mentioned 
and  described  in  Schedule  A of  this  title,  or  for  or  in  respect  of 
the  vellum,  parchment,  or  paper  upon  which  such  instruments, 
matters,  or  things,  or  any  of  them,  are  written  or  printed,  by 
any  person  who  makes,  signs,  issues,  sells,  removes,  consigns, 
or  ships  the  same,  or  for  whose  use  or  benefit  the  same  are  made, 
signed,  issued,  sold,  removed,  consigned,  or  shipped,  the  several 
taxes  specified  in  such  schedule.  The  taxes  imposed  by  this 
section  shall,  in  the  case  of  any  article  upon  which  a correspond- 
ing stamp  tax  is  now  imposed  by  law,  be  in  lieu  of  such  tax. 

[United  States,  State,  Municipal,  and  Foreign  Government 
Bonds,  and  Other  Instruments  Exempt.] 

Sec.  1101.  That  there  shall  not  be  taxed  under  this  title  any 
bond,  note,  or  other  instrument,  issued  by  the  United ' States; 
or  by  any  foreign  Government,  or  by  any  State,  Territory,  or  the 
District  of  Columbia,  or  local  subdivision  thereof,  or  municipal 
or  other  corporation  exercising  the  taxing  power;  or  any  bond 
of  indemnity  required  to  be  filed  by  any  person  to  secure  pay- 
ment of  any  pension,  allowance,  allotment,  relief,  or  insurance 
by  the  United  States ; or  stocks  and  bonds  issued  by  cooperative 
building  and  loan  associations  which  are  organized  and  operated 
exclusively  for  the  benefit  of  their  members  and  make  loans  only 
to  their  shareholders,  or  by  mutual  ditch  or  irrigating  companies. 

[Penalty  for  Failure  to  Pay  Tax  and  for  Failure  to  Cancel 

Stamps.] 

Sec.  1102.  That  whoever — 

(a)  Makes,  signs,  issues,  or  accepts,  or  causes  to  be  made, 
signed,  issued,  or  accepted,  any  instrument,  document,  or  paper 
of  any  kind  or  description  whatsoever  without  the  full  amount  of 
tax  thereon  being  duly  paid  ; 

(b)  Consigns  or  ships,  or  causes  to  be  consigned  or  shipped, 
by  parcel  post  any  parcel,  package,  or  article  without  the  full 
amount  of  tax  being  duly  paid; 

(c) .  Manufactures  or  imports  and  sells,  or  offers  for  sale,  or 
causes  to  be  manufactured  or  imported  and  sold,  or  offered  for 
sale,  any  playing  cards,  package,  or  other  article  without  the 
full  amount  of  tax  being  duly  paid ; 
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3506  (d)  Makes  use  of  any  adhesive  stamp  to  denote  any  tax  im- 
posed by  this  title  without  canceling  or  obliterating  such  stamp 
as  prescribed  in  section  1104; 

3507  Is  guilty  of  a misdemeanor  and  upon  conviction  thereof  shall 
pay  a fine  of  not  more  than  $100  for  each  offense. 

[Penalty  for  Fraud  in  Connection  with  Stamps.] 

3508  Sec.  1103.  That  whoever — 

3509  (a)  Fraudulently  cuts,  tears,  or  removes  from  any  vellum, 
parchment,  paper,  instrument,  writing,  package,  or  article,  upon 
which  any  tax  is  imposed  by  this  title,  any  adhesive  stamp  or 
the  impression  of  any  stamp,  die,  plate,  or  other  article  provided, 
made,  or  used  in  pursuance  of  this  title ; 

3510  (b)  Fraudulently  uses,  joins,  fixes,  or  places  to,  with,  or  upon 
any  vellum,  parchment,  paper,  instrument,  writing,  package,  or 
article,  upon  which  any  tax  is  imposed  by  this  title,  (1)  any 
adhesive  stamp,  or  the  impression  of  any  stamp,  die,  plate,  or 
other  article,  which  has  been  cut,  torn,  or  removed  from  any 
other  vellum,  parchment,  paper,  instrument,  writing,  package, 
or  article,  upon  which  any  tax  is  imposed  by  this  title;  or  (2) 
any  adhesive  stamp  or  the  impression  of  any  stamp,  die,  plate,  or 
other  article  of  insufficient  value ; or  (3)  any  forged  or  counterfeit 
stamp,  or  the  impression  of  any  forged  or  counterfeited  stamp, 
die,  plate,  or  other  article; 

3511  (c)  Willfully  removes,  or  alters  the  cancellation,  or  defacing 
marks  of,  or  otherwise  prepares,  any  adhesive  stamp,  with  intent 
to  use,  or  cause  the  same  to  be  used,  after  it  has  been  already 
used,  or  knowingly  or  willfully  buys,  sells,  offers  for  sale,  or 
gives  away,  any  such  washed  or  restored  stamp  to  any  person 
for  use,  or  knowingly  uses  the  same ; 

3512  (d)  Knowingly  and  without  lawful  excuse  (the  burden  of 
proof  of  such  excuse  being  on  the  accused)  has  in  possession 
any  washed,  restored,  or  altered  stamp,  which  has  been  removed 
from  any  vellum,  parchment,  paper,  instrument,  writing,  package, 
or  article; 

3513  Is  guilty  of  a misdemeanor,  and  upon  conviction  shall  be 
punished  by  a fine  of  not  more  than  $1,000,  or  by  imprisonment 
for  not  more  than  five  years,  or  both,  and  any  such  reused, 
canceled,  or  counterfeit  stamp  and  the  vellum,  parchment,  docu- 
ment, paper,  package,  or  article  upon  which  it  is  placed  or  im- 
pressed shall  be  forfeited  to  the  United  States. 

[Cancellation  of  Stamps.] 

3514  Sec.  1104.  That  whenever  an  adhesive  stamp  is  used  for  de- 
noting any  tax  imposed  by  this  title,  except  as  hereinafter  pro- 
vided, the  person  using  or  affixing  the  same  shall  write  or  stamp 
or  cause  to  be  written  or  stamped  thereupon  the  initials  of  his 
or  its  name  and  the  date  .upon  which  the  same  is  attached  or 
used,  so  that  the  same  may  not  again  be  used : Provided,  That 
the  Commissioner  may  prescribe  such  other  method  for  the 
cancellation  of  such  stamps  as  he  may  deem  expedient. 
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[Preparation,  Distribution  and  Affixing  of  Stamps.] 

3515  Sec.  1105.  (a)  That  the  Commissioner  shall  cause  to  be  pre- 
pared and  distributed  for  the  payment  of  the  taxes  prescribed  in 
this  title  suitable  stamps  denoting  the  tax  on  the  document, 
articles,  or  thing  to  which  the  same  may  be  affixed,  and  shall 
prescribe  such  method  for  the  affixing  of  said  stamps  in  sub- 
stitution for  or  in  addition  to  the  method  provided  in  this  title, 
as  he  may  deem  expedient. 

3516  (b)  The  Commissioner,  with  the  approval  of  the  Secretary,  is 
authorized  to  procure  any  of  the  stamps  provided  for  in  this 
title  by  contract  whenever  such  stamps  can  not  be  speedily  pre- 
pared by  the  Bureau  of  Engraving  and  Printing ; but  this  author- 
ity shall  expire  on  January  1,  1920,  except  as  to  imprinted  stamps 
furnished  under  contract,  authorized  by  the  Commissioner. 

3517  (c)  All  internal-revenue  laws  relating  to  the  assessment  and 
collection  of  taxes  are  hereby  extended  to  and  made  a part  of 
this  title,  so  far  as  applicable,  for  the  purpose  of  collecting  stamp 
taxes  omitted  through  mistake  or  fraud  from  any  instrument, 
document,  paper,  writing,  parcel,  package,  or  article  named  herein. 

[Stamps  to  be  on  sale  at  Post-offices.] 

3518  Sec.  1106.  That  the  Commissioner  shall  furnish  to  the  Post- 
master General  without  prepayment  a suitable  quantity  of  ad- 
hesive stamps  to  be  distributed  to  and  kept  on  sale  by  the  various 
postmasters  in  the  United  States.  The  Postmaster  General  may 
require  each  such^postmaster  to  give"  additional  or  increased  bond 
as  postmaster  for  the~ValueTof  the  stamps  so  furnished,  and  each 
such  postmaster  shall  deposit  the  receipts  from  the  sale  of  such 
stamps  to  the  credit  of  and  render  accounts  to  the  Postmaster 
General  at  such  times  and  in  such  form  as  he  may  by  regula- 
tions prescribe.  The  Postmaster  General  shall  at  least  once 
monthly  transfer  all  collections  from  this  source  to  the  Treasury 
as  internal-revenue  collections. 

[Stamps  to  be  on  sale  at  United  States  Depositaries.] 

3519  Sec.  1107.  That  the  collectors  of  the  several  districts  shall 
furnish  without  prepayment  to  any  assistant  treasurer  or  desig- 
nated depositary  of  the  United  States  located  in  their  respective 
collection  districts  a suitable  quantity  of  adhesive  stamps  for 
sale.  In  such  cases  the  collector  may  require  a bond,  with  suffi- 
cient sureties,  to  an  amount  equal  to  the  value  of  the  adhesive 
stamps  so  furnished,  conditioned  for  the  faithful  return,  when- 
ever so  required,  of  all  quantities  or  amounts  undisposed  of, 
and  for  the  payment  monthly  of  all  quantities  or  amounts  sold  or 
not  remaining  on  hand.  The  Secretary  may  from  time  to  time 
make  such  regulations  as  he  may  find  necessary  to  insure  the 
safekeeping  or  prevent  the  illegal  use  of  all  such  adhesive  stamps. 
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SCHEDULE  A. — Stamp  Taxes. 

[Bonds  of  indebtedness.] 

3520  1.  Bonds  of  indebtedness:  On  all  bonds,  debentures,  or  cer- 
tificates of  indebtedness  issued  by  any  person,  and  all  instru- 
ments, however  termed,  issued  by  any  corporation  with  interest 
coupons  or  in  registered  form,  known  generally  as  corporate 
securities,  on  each  $100  of  face  value  or  fraction  thereof,  5 cents: 
Provided,  That  every  renewal  of  the  foregoing  shall  be  taxed  as  a 
new  issue : Provided  further,  That  when  a bond  conditioned 
for  the  repayment  or  payment  of  money  is  given  in  a penal  sum 
greater  than  the  debt  secured,  the  tax  shall  be  based  upon  the 
amount  secured. 

[Indemnity  and  surety  bonds.] 

[For  “Casualty  Insurance”  see  ^[5521  herein.] 

3521  2.  Bonds,  indemnity  and  surety:  On  all  bonds  executed  for 
indemnifying  any  person  who  shall  have  become  bound  or  en- 
gaged as  surety,  and  on  all  bonds  executed  for  the  due  execution 
or  performance  of  any  contract,  obligation,  or  requirement,  or 
the  duties  of  any  office  or  position,  and  to  account  for  money 
received  by  virtue  thereof,  and  on  all  policies  of  guaranty  and 
fidelity  insurance,  including  policies  guaranteeing  titles  to  real 
estate  and  mortgage  guarantee  policies,  and  on  all  other  bonds 
of  any  description,  made,  issued,  or  executed,  not  otherwise  pro- 
vided for  in  this  schedule,  except  such  as  may  be  required  in  legal 
proceedings,  50  cents:  Provided,  That  where  a premium  is 
charged  for  the  issuance,  execution,  renewal  or  continuance  of 
such  bond  the  tax  shall  be  1 cent  on  each  dollar  or  fractional  part 
thereof  of  the  premium  charged : Provided  further,  That  policies 
of  reinsurance  shall  be  exempt  from  the  tax  imposed  by  this 
subdivision. 

[Original  Issue  of  Stock.] 

3522  3.  Capital  stock,  issue:  On  each  original  issue,  whether  on 
organization  or  reorganization,  of  certificates  of  stock,  or  of 
profits,  or  of  interest  in  property  or  accumulations,  by  any  cor- 
poration, on  each  $100  of  face  value  or  fraction  thereof,  5 cents : 
Provided,  That  where  a certificate  is  issued  without  face  value, 
the  tax  shall  be  5 cents  per  share,  unless  the  actual  value  is 
in  excess  of  $100  per  share,  in  which  case  the  tax  shall  be  5 
cents  on  each  $100  of  actual  value  or  fraction  thereof. 

352  3 The  stamps  representing  the  tax  imposed  by  this  subdivision 

shall  be  attached  to  the  stock  books  and  not  to  the  certificates 
issued. 

[Sales  or  Transfers  of  Stock.] 

3524  4.  Capital  stock,  sales  or  transfers:  On  all  sales,  or  agree- 

ments to  sell,  or  memoranda  of  sales  or  deliveries  of,  or  trans- 
fers of  legal  title  to  shares  or  certificates  of  stock  or  of  profits 
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or  of  interest  in  property  or  accumulations  in  any  corporation,  or 
to  rights  to  subscribe  for  or  to  receive  such  shares  or  certificates, 
whether  made  upon  or  shown  by  the  books  of  the  corporation, 
or  by  any  assignment  in  blank,  or  by  any  delivery,  or  by  any 
paper  or  agreement  or  memorandum  or  other  evidence  of  trans- 
fer or  sale,  whether  entitling  the  holder  in  any  manner  to  the 
benefit  of  such  stock,  interest,  or  rights,  or  not,  on  each  $100  of 
face  value  or  fraction  thereof,  2 cents,  and  where  such  shares 
are  without  par  or  face  value,  the  tax  shall  be  2 cents  on  the 
transfer  or  sale  or  agreement  to  sell  on  each  share,  unless  the 
actual  value  thereof  is  in  excess  of  $100  per  share,  in  which  case 
the  tax  shall  be  2 cents  on  each  $100  of  actual  value  or  fraction 
thereof : 

3525  Provided,  That  it  is  not  intended  by  this  title  to  impose  a tax 
upon  an  agreement  evidencing  a deposit  of  certificates  as  col- 
lateral security  for  money  loaned  thereon,  which  certificates  are 
not  actually  sold,  nor  upon  the  delivery  or  transfer  for  such 
purpose  of  certificates  so  deposited  : 

3526  Provided  further,  That  the  tax  shall  not  be  imposed  upon  de- 
liveries or  transfers  to  a broker  for  sale,  nor  upon  deliveries  or 
transfers  by  a broker  to  a customer  for  whom  and  upon  whose 
order  he  has  purchased  same,  but  such  deliveries  or  transfer  shall 
be  accompanied  by  a certificate  setting  forth  the  facts : 

352  7 Provided  further,  That  in  case  of  sale  where  the  evidence  of 
transfer  is  shown  only  by  the  books  of  the  corporation  the  stamp 
shall  be  placed  upon  such  books ; and  where  the  change  of  owner- 
ship is  by  transfer  of  the  certificate  the  stamp  shall  be  placed 
upon  the  certificate ; and  in  cases  of  an  agreement  to  sell  or  where 
the  transfer  is  by  delivery  of  the  certificate  assigned  in  blank 
there  shall  be  made  and  delivered  by  the  seller  to  the  buyer  a 
bill  or  memorandum  of  such  sale,  to  which  the  stamp  shall  be 
affixed ; and  every  bill  or  memorandum  of  sale  or  agreement  to 
sell  before  mentioned  shall  show  the  date  thereof,  the  name  of 
the  seller,  the  amount  of  the  sale,  and  the  matter  or  thing  to 
which  it  refers. 

3528  Any  person  liable  to  pay  the  tax  as  herein  provided,  or  anyone 
who  acts  in  the  matter  as  agent  or  broker  for  such  person,  who 
makes  any  such  sale,  or  who  in  pursuance  of  any  such  sale  de- 
livers any  certificate  or  evidence  of  the  sale  of  any  stock,  interest 
or  right,  or  bill  or  memorandum  thereof,  as  herein  required,  with- 
out having  the  proper  stamps  affixed  thereto  with  intent  to  evade 
the  foregoing  provisions,  shall  be  deemed  guilty  of  a misde- 
meanor, and  upon  conviction  thereof  shall  pay  a fine  of  not  ex- 
ceeding $1,000,  or  be  imprisoned  not  more  than  six  months,  or 
both. 
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[Sales  of  Produce  at  or  Under  the  Rules  of  Exchanges.] 

3529  5.  Produce,  sales  of,  on  exchange:  Upon  each  sale,  agreement 
of  sale,  or  agreement  to  sell  (not  including  so-called  trans- 
ferred or  scratch  sales),  any  products  or  merchandise  at,  or  under 
the  rules  or  usages  of,  any  exchange,  or  board  of  trade,  or  other 
similar  place,  for  future  delivery,  for  each  $100  in  value  of  the 
merchandise  covered  by  said  sale  or  agreement  of  sale  or  agree- 
ment to  sell,  2 cents,  and  for  each  additional  $100  or  fractional 
part  thereof  in  excess  of  $100,  2 cents: 

3530  Provided,  That  on  every  sale  or  agreement  of  sale  or  agreement 
to  sell  as  aforesaid  there  shall  be  made  and  delivered  by  the 
seller  to  the  buyer  a bill,  memorandum,  agreement,  or  other 
evidence  of  such  sale,  agreement  of  sale,  or  agreement  to  sell, 
to  which  there  shall  be  affixed  a lawful  stamp  or  stamps  in  value 
equal  to  the  amount  of  the  tax  on  such  sale : 

3531  Provided  further,  That  sellers  of  commodities  described  herein, 
having  paid  the  tax  provided  by  this  subdivision,  may  transfer 
such  contracts  to  a clearing-house  corporation  or  association,  and 
such  transfer  shall  not  be  deemed  to  be  a sale,  or  agreement  of 
sale,  or  an  agreement  to  sell  within  the  provisions  of  this  Act, 
provided  that  such  transfer  shall  not  vest  any  beneficial  interest 
in  such  clearing-house  association  but  shall  be  made  for  the 
sole  purpose  of  enabling  such  clearing-house  association  to  adjust 
and  balance  the  accounts  of  the  members  of  such  clearing-house 
association  on  their  several  contracts. 

3532  Every  such  bill,  memorandum,  or  other  evidence  of  sale  or 
agreement  to  sell  shall  show  the  date  thereof,  the  name  of  the 
seller,  the  amount  of  the  sale,  and  the  matter  or  thing  to  which 
it  refers ; and  any  person  liable  to  pay  the  tax  as  herein  provided, 
or  any  one  who  acts  in  the  matter  as  agent  or  broker  for  such 
person,  who  makes  any  such  sale  or  agreement  of  sale,  or  agree- 
ment to  sell,  or  who,  in  pursuance  of  any  such  sale,  agreement  of 
sale,  or  agreement  to  sell,  delivers  any  such  products  or  mer- 
chandise without  a bill,  memorandum,  or  other  evidence  thereof 
as  herein  required,  or  who  delivers  such  bill,  memorandum,  or 
other  evidence  of  sale,  or  agreement  to  sell,  without  having  the 
proper  stamps  affixed  thereto,  with  intent  to  evade  the  foregoing 
provisions,  shall  be  deemed  guilty  of  a misdemeanor,  and  upon 
conviction  thereof  shall  pay  a fine  of  not  exceeding  $1,000  or  be 
imprisoned  not  more  than  six  months,  or  both. 

3533  No  bill,  memorandum,  agreement,  or  other  evidence  of  such 
sale,  or  agreement  of  sale,  or  agreement  to  sell,  in  case  of  cash 
sales  of  products  or  merchandise  for  immediate  or  prompt  de- 
livery which  in  good  faith  are  actually  intended  to  be  delivered 
shall  be  subject  to  this  tax. 
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[Promissory  Notes  and  Drafts  or  Checks  Other  Than  Sight  or 

Demand.] 

6.  Drafts  or  checks  (payable  otherwise  than  at  sight  or  on 
demand)  upon  their  acceptance  or  delivery  within  the  United 
States  whichever  is  prior,  promissory  notes,  except  bank  notes 
issued  for  circulation,  and  for  each  renewal  of  the  same,  for  a 
sum  not  exceeding  $100,  2 cents;  and  for  each  additional  $100, 
or  fractional  part  thereof,  2 cents. 

This  subdivision  shall  not  apply  to  a promissory  note  secured 
by  the  pledge  of  bonds  or  obligations  of  the  United  States  issued 
after  April  24,  1917,  or  secured  by  the  pledge  of  a promissory 
note  which  itself  is  secured  by  the  pledge  of  such  bonds  or 
obligations:  Provided,  That  in  either  case  the  par  value  of  such 
bonds  or  obligations  shall  be  not  less  than  the  amount  of  such 
note. 

[Conveyances.] 

7.  Conveyances : Deed,  instrument,  or  writing,  whereby  any 
lands,  tenements,  or  other  realty  sold  shall  be  granted,  assigned, 
transferred,  or  otherwise  conveyed  to,  or  vested  in,  the  purchaser 
or  purchasers,  or  any  other  person  or  persons,  by  his,  her,  or  their 
direction,  when  the  consideration  or  value  of  the  interest  or  prop- 
erty conveyed,  exclusive  of  the  value  of  any  lien  or  encumbrance 
remaining  thereon  at  the  time  of  sale,  exceeds  $100  and  does  not 
exceed  $500,  50  cents ; and  for  each  additional  $500  or  fractional 
part  thereof,  50  cents.  This  subdivision  shall  not  apply  to  any 
instrument  or  writing  given  to  secure  a debt. 

[Customhouse  Entries.] 

8.  Entry  of  any  goods,  wares,  or  merchandise  at  any  custom- 
house, either  for  consumption  or  warehousing,  not  exceeding  $100 
in  value,  25  cents ; exceeding  $100  and  not  exceeding  $500  in 
value,  50  cents ; exceeding  $500  in  value,  $1. 

[Customs  Bonded  Warehouse  Withdrawal  Entries.] 

9.  Entry  for  the  withdrawal  of  any  goods  or  merchandise  from 
customs  bonded  warehouse,  50  cents. 

[Passage  tickets  for  foreign  ports  other  than  those  in  Canada 

or  Mexico.] 

10.  Passage  ticket,  one  way  or  round  trip,  for  each  passenger, 
sold  or  issued  in  the  United  States  for  passage  by  any  vessel 
to  a port  or  place  not  in  the  United  States,  Canada,  or  Mexico, 
if  costing  not  exceeding  $30,  $1 ; costing  more  than  $30  and 
not  exceeding  $60,  $3;  costing  more  than  $60,  $5.  This  sub- 
division shall  not  apply  to  passage  tickets  costing  $10  or  less. 
[For  tax  on  transportation  to  points  within  the  United  States 
or  in  Mexico  or  Canada,  and  for  staterooms  read  at  ^5003  herein.] 
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[Proxies.] 

3640  11.  Proxy  for  voting  at  any  election  for  officers,  or  meeting  for 
the  transaction  of  business,  of  any  corporation,  except  religious, 
educational,  charitable,  fraternal,  or  literary  societies,  or  public 
cemeteries,  10  cents. 

[Powers  of  Attorney.] 

3641  12.  Power  of  attorney  granting  authority  to  do  or  perform 
some  act  for  or  in  behalf  of  the  grantor,  which  authority  is  not 
otherwise  vested  in  the  grantee,  25  cents.  This  subdivision  shall 
not  apply  to  any  papers  necessary  to  be  used  for  the  collection 
of  claims  from  the  United  States  or  from  any  State  for  pensions, 
back  pay,  bounty,  or  for  property  lost  in  the  military  or  naval 
service,  or  to  powers  of  attorney  required  in  bankruptcy  cases. 

[Playing  Cards.] 

[Read  Sec.  1312  under  “Miscellaneous”  at  back  of  the  book.] 

3642  13.  Playing  cards:  Upon  every  pack  of  playing  cards  con- 
taining not  more  than  fifty-four  cards,  manufactured  or  imported, 
and  sold,  or  removed  for  consumption  or  sale,  a tax  of  8 cents 
per  pack. 

[Parcel-Post  Packages.] 

3643  14.  Parcel-post  packages : Upon  every  parcel  or  package  trans- 

ported from  one  point  in  the  United  States  to  another  by  parcel 
post  on  which  the  postage  amounts  to  25  cents  or  more,  a tax 
of  1 cent  for  each  25  cents  or  fractional  part  thereof  charged  for 
such  transportation,  to  be  paid  by  the  consignor. 

No  such  parcel  or  package  shall  be  transported  until  a stamp  or 
stamps  representing  the  tax  due  shall  have  been  affixed  thereto. 

[Casualty  insurance  policies  written  by  certain  foreign  corpora- 
tions or  partnerships  or  non-resident  individuals.] 

3644  15.  On  each  policy  of  insurance,  or  certificate,  binder,  covering 

note,  memorandum,  cablegram,  letter,  or  other  instrument  by 
whatever  name  called  whereby  insurance  is  made  or  renewed 
upon  property  within  the  United  States  (including  rents  and 
profits)  against  peril  by  sea  or  on  inland  waters  or  in  transit  on 
land  (including  transshipments  and  storage  at  termini  or  way 
points)  or  by  fire,  lightning,  tornado,  wind-storm,  bombardment, 
invasion,  insurrection  or  riot,  issued  to  or  for  or  in  the  name  of 
a domestic  corporation  or  partnership  or  an  individual  resident  of 
the  United  States  by  any  foreign  corporation  or  partnership  or 
any  individual  not  a resident  of  the  United  States,  when  such 
policy  or  other  instrument  is  not  signed  or  countersigned  by  an 
officer  or  agent  of  the  insurer  in  a State,  Territory,  or  district  of 


war  708 


TAX 


2-10-19. 


STAMP  TAX  REGULATIONS. 


| the  United  States  within  which  such  insurer  is  authorized  to 

do  business,  a tax  of  3 cents  on  each  dollar,  or  fractional  part 
thereof  of  the  premium  charged:  Provided,  That  policies  of  re- 
insurance shall  be  exempt  from  the  tax  imposed  by  this  sub- 
division. 

3546  Any  person  to  or  for  whom  or  in  whose  name  any  such  policy 
_ or  other  instrument  is  issued,  or  any  solicitor  or  broker  acting 

\ for  or  on  behalf  of  such  person  in  the  procurement  of  any  such 

policy  or  other  instrument,  shall  affix  the  proper  stamps  to 
such  policy  or  other  instrument,  and  for  failure  to  affix  such 
stamps  with  intent  to  evade  the  tax  shall,  in  addition  to  other 
penalties  provided  therefor,  pay  a fine  of  double  the  amount  of 
the  tax. 

I [General  Administrative  Provisions  of  Law.] 

[Read  under  “Miscellaneous”  at  the  back  of  the  book.] 


RULINGS,  REGULATIONS,  OPINIONS,  AND  DECISIONS  UNDER 
THE  STAMP  TAXES  LAW. 

3547  Comment:  [The  following  rules  and  regulations  appearing  in  small  type  were  all 
issued  prior  to  the  passage  of  the  Revenue  Act  of  1918.  The  Stamp  Tax  pro- 
visions of  the  new  law  are  not  effective  until  April  1,  1919.] 

Bonds  of  Indebtedness. 

3548  Renewals  Subsequent  to  December  1,  1917,  of  Taxable  Instruments  Issued  Prior 
to  that  Date. — 1’his  office  is  in  receipt  of  your  letter  of  the  3d  instant  enclosing 

photographic  copies  of  a mortgage  and  bond,  and  asking  for  a construction  of  the  word 
“foregoing”  as  used  in  paragraph  1.  Schedule  A,  Act  of  October  3,  1917.  1[It  is  held  that 
the  word  “foregoing”  is  applicable  to  the  class  of  instruments  recited  in  this  paragraph, 
regardless  of  whether  such  instruments  were  issued  prior  to  or  on  and  after  December  1, 
1917,  and  is  not  limited  merely  to  such  instruments  issued  on  and  after  December  1,  1917. 
^Hence,  a renewal  on  or  after  December  1,  1917,  of  an  instrument  of  the  described  char- 
acter, issued  prior  to  December  1,  1917,  will  require  the  necessary  revenue  stamps.  (Letter 
to  William  C.  Craige,  General  Solicitor,  The  Provident  Life  & Trust  Co.  of  Philadelphia, 
Philadelphia,  signed  by  Commissioner  Daniel  C.  Roper,  and  dated  December  11,  1917.) 

3549  Taxable  Status  of  Certificates  of  Deposit  as  Certificates  of  Indebtedness. — Reply- 
ing to  your  letter  of  the  9th  instant,  asking  whether  certificates  of  deposit  issued 

by  National  and  State  Banks,  Trust  Companies,  etc.,  are  taxable  as  certificates  of  indebted- 
ness under  the  war  revenue  act  of  October  3,  1917,  you  are  advised  that  such  certificates 
payable  on  sight  or  demand  are  held  not  subject  to  said  tax.  (Letter  to  E.  J.  Gallien, 
Secretary  N,  Y.  State  Bankers  Association,  New  York,  N.  Y.,  signed  by  Deputy  Com- 
missioner G.  E.  Fletcher,  and  dated  October  20,  1917.) 

3550  Bank  Certificates  of  Deposit  are  not  Taxable  as  Certificates  of  Indebtedness. — 
Answering  your  letter  of  the  13th  instant,  certificates  of  deposit  issued  by  banks 

and  trust  companies  are  not  taxable  under  Schedule  A,  Act  of  October  3,  1917,  whether 
they  are  time  certificates,  or  contain  clause  reserving  the  right  of  thirty  days’  notice  for 
payment.  (Extract  from  letter  to  E.  J.  Gallien,  Secretary  N.  Y.  State  Bankers  Association, 
New  York,  N.  Y.,  signed  by  Commissioner  Daniel  C.  Roper,  and  dated  November  16,  1917.) 

3551  Classification  of  Bonds  of  Indebtedness  and  Promissory  Notes  for  the  Purpose 
of  the  Stamp  Tax. — By  Schedule  A of  Title  VIII  of  the  Act  of  October  3,  1917, 

stamp  taxes  are  imposed  as  follows: 

“1.  Bonds  of  indebtedness:  Bonds,  debentures,  or  certificates  of  indebtedness  issued 

on  and  after  the  first  day  of  December,  nineteen  hundred  and  seventeen,  by  any  person, 
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corporation,  partnership,  or  association,  on  each  $100  of  face  value  or  fraction  thereof, 

5 cents:  Provided , That  every  renewal  of  the  foregoing  shall  be  taxed  as  a new  issue: 

Provided  further,  That  when  a bond  conditioned  for  the  repayment  or  payment  of  money 
is  given  in  a penal  sum  greater  than  the  debt  secured,  the  tax  shall  be  based  upon  the 
amount  secured. 

“6.  Drafts  or  checks  payable  otherwise  than  at  sight  or  on  demand,  promissory  notes, 
except  bank  notes  issued  for  circulation,  and  for  each  renewal  of  the  same,  for  a sum  not 
exceeding  $100,  2 cents;  and  for  each  additional  $100  or  fractional  part  thereof,  2 cents.” 
Although  in  a broad  sense  many  notes  are  bonds  and  many  bonds  are  notes, 

3552  obviously  Congress  did  not  intend  to  tax  the  same  instrument  under  two  heads. 
The  following  propositions  are  believed  to  express  the  legislative  intent: 

3553  (1)  An  instrument  under  seal  conditioned  in  a penal  amount  for  the  payment  of 
a sum  of  money,  such  as  often  accompanies  mortgages,  is  a bond  within  the 

meaning  of  the  statute. 

(2)  An  instrument  not  under  seal  containing  a simple  promise  to  pay  a sum  of 

3554  money  at  a specified  time,  such  as  is  common  in  every-day  commercial  use,  is  a 
promissory  note  within  the  meaning  of  the  statute. 

(3)  Instruments  containing  the  essential  features  of  a promissory  note,  but  issued 

3555  by  corporations  in  numbers  under  a trust  indenture,  either  in  registered  form  or 
with  coupons  attached,  embodying  provisions  for  acceleration  of  maturity  in  the 

event  of  any  default  by  the  obligor,  for  optional  registration  in  the  case  of  bearer  bonds,  for 
authentication  by  the  trustee,  and  sometimes  for  redemption  before  maturity,  or  similar  pro- 
visions, are  bonds  within  the  meaning  of  the  statute,  whether  called  bonds,  debentures  or 
notes.  However,  a short  term  instrument,  although  issued  by  a corporation  under  a 
trust  indenture,  may  be  regarded  as  a note  if  every  instrument  of  such  issue  both  (a)  is 
payable  to  bearer  and  incapable  of  registration  and  (b)  lacks  interest  coupons  and  so 
requires  presentation  upon  each  payment  of  interest. 

The  term  “debenture”  ordinarily,  although  not  necessarily,  refers  to  an  unsecured 

3556  bond.  A “certificate  of  indebtedness”  is  primarily  any  instrument  acknowledging 
liability  for  the  payment  of  money,  not  in  the  recognized  form  of  a promissory 

note  or  bill  of  exchange.  Certificates  of  deposit,  however,  are  not  taxed. 

T.  D.  2257  of  October  30,  1915,  is  affirmed.  [For  T.  D.  2257,  see  ^[3558.]  (T.  D. 

3557  2713,  May  14,  1918.) 

3553  “Gold  Coupon  Notes”  Issued  in  Series  by  a Corporation  under  the  Terms  and 
Conditions  of  an  Indenture  of  Trust  are  Taxable  under  the  first  Paragraph  of 
Schedule  A and  not  as  Promissory  Notes. — Receipt  is  acknowledged  of  your  communica- 
tion of  the  27th  instant,  in  which  there  is  submitted  a copy  of  a form  of  “gold  note”  executed 
by  a corporation  in  series  under  an  indenture  of  trust,  and  you  request  to  be  advised  if 
such  notes  are  taxable  under  the  first  paragraph  of  Schedule  A as  bonds,  debentures,  and 
certificates  of  indebtedness,  or  under  the  fourth  paragraph  as  promissory  notes. 

This  instrument,  issued  in  the  amount  of  $1,000  with  interest  coupons  attached, 

3559  is  a written  promise  made  by  a corporation  to  pay  a certain  sum  of  money  to  the 
holder  thereof  under  certain  terms  and  conditions  prescribed  by  the  indenture 

of  trust. 

It  appears  from  copies  of  similar  notes  and  indentures  of  trust  submitted  to  this 

3560  office  for  examination  that  such  notes  are  issued  in  series;  they  may  at  any  time 
upon  notice  be  called  for  payment  at  the  face  value  and  accrued  interest;  regis- 
tration is  provided  for  upon  transfer  or  assignment;  and  a trustee’s  certificate  is  attached 
to  each  instrument. 

In  reply,  you  are  advised  that  under  the  first  paragraph  of  Schedule  A of  the  act 

3561  of  October  22,  1914,  Congress  imposed  a tax  of  five  cents  for  each  $100,  face 
value,  or  fraction  thereof,  upon  bonds,  debentures,  or  certificates  of  indebtedness 

issued  by  any  association,  company,  or  corporation,  and  in  the  opinion  of  this  office  the 
above  described  instrument  appears  to  be  more  in  the  nature  of  the  instruments  specified 
in  that  section  than  of  a simple  promissory  note. 

This  “gold  note”  therefore  should  be  taxed  at  the  rate  of  five  cents  for  each  $100, 
3582  face  value,  or  fraction  thereof.  (T.  D.  2257,  Oct.  30,  1915.) 

INDEMNITY  AND  SURETY  BONDS. 

3563  Bonds  Given  by  Officials  of  a State,  Township,  County  or  Village  for  the  Faithful 
Performance  of  Duties,  not  Subject  to  the  Stamp  Tax. — You  are  hereby  informed 
that  bonds  given  by  officials  of  a State,  township,  county  or  village,  for  the  faithful  perform- 
ance of  duties,  and  any  bonds  given  to  the  same  political  subdivisions  covering  contracts  for 
governmental  purposes  or  the  protection  of  the  State,  township,  county,  village,  or  munici- 
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pality,  in  any  respect,  are  held  to  be  free  from  Federal  taxation  on  the  broad  ground  that 
the  sovereign  States  and  subdivisions  thereof  are  constitutionally  free  from  taxation  by 
the  Federal  Government. 

You  will  note  that  this  ruling  does  not  apply  to  bonds  otherwise  taxable  given 

3564  to  the  Federal  Government  for  any  purpose.  (T.  D.  2624,  Dec.  14,  1917.) 

3565  Bonds  Delivered  to  United  States  Housing  Corporation. — (2)  Bonds  of  a private 
corporation  delivered  by  it  to  the  United  States  Housing  Corporation  as  collateral 

security  for  a loan  to  aid  the  borrower  in  performing  its  contract  with  the  United  States 
Housing  Corporation,  are  subject  to  stamp  tax.  (T.  D.  2782,  Dec.  24,  1918.) 

3566  Premiums  on  Indemnity  or  Surety  Bonds. — (3)  Premiums  on  indemnity! or 
surety  bonds  executed  prior  to  December  1,  1917,  are  not  the  subject  of  stamp  tax 

when  premiums  due  and  payable  subsequent  to  December  1,  1917,  are  not  essential  to  the 
continuance  in  force  of  such  bnods.  Where  bonds  issued  prior  to  December  1,  1917,  are 
continued  in  force  after  December  1,  1917,  by  the  execution  of  continuation  certificates  the 
tax  applies  to  the  premium  charged  for  the  issuance  of  such  certificates.  (T.  D.  2782 
Dec.  24,  1918.) 

3567  Customs  Bonds,  Entries,  etc. — Attention  is  invited  to  paragraphs  2,  8,  9,  and  12 
■ of  Schedule  A,  “Stamp  taxes,”  of  the  revenue  act  of  October  3,  1917,  effective  on 

and  after  December  1,  1917.  reading  as  follows: 

2.  Bonds,  indemnity  and  surety:  Bonds  for  indemnifying  any  person,  corporation, 

partnership,  or  corporation  who  shall  have  become  bound  or  engaged  as  surety,  and  all 
bonds  for  the  due  execution  or  performance  of  any  contract,  obligation,  or  requirement, 
or  the  duties  of  any  office  or  position,  and  to  account  for  money  received  by  virtue  thereof, 
and  all  other  bonds  of  any  description,  except  such  as  may  be  required  in  legal  proceedings, 
not  otherwise  provided  for  in  this  schedule,  50  cents:  Provided , That  where  a premium 

is  charged  for  the  execution  of  such  bond  the  tax  shall  be  paid  at  the  rate  of  one  per  centum 
on  each  dollar  or  fractional  part  thereof  of  the  premium  charged:  Provided  further , That 

policies  of  reinsurance  shall  be  exempt  from  the  tax  imposed  by  this  subdivision. 

8.  Entry  of  any  goods,  wares,  or  merchandise  at  any  custom-house,  either  for  con- 
sumption or  warehousing,  not  exceeding  $100  in  value,  25  cents;  exceeding  $100  and  not 
exceeding  $500  in  value,  50  cents;  exceeding  $500  in  value,  $1. 

9.  Entry  for  the  withdrawal  of  any  goods  or  merchandise  from  customs  bonded  ware- 
house, 50  cents. 

12.  Power  of  attorney  granting  authority  to  do  or  perform  some  act  for  or  in  behalf 
of  the  grantor,  which  authority  is  not  otherwise  vested  in  the  grantee,  25  cents:  Provided, 

That  no  stamps  shall  be  required  upon  any  papers  necessary  to  be  used  for  the  collection 
of  claims  from  the  United  States  or  from  any  State  for  pensions,  back  pay,  bounty,  or  for 
property  lost  in  the  military  or  naval  service,  or  upon  powers  of  attorney  required  in 
bankruptcy  cases. 

You  will  please  issue  instructions  to  your  subordinates  to  insure  that  all  documents 

3568  and  bonds  which  are  required  to  be  stamped  are  properly  stamped  and  the  stamps 
canceled  before  being  accepted  by  them.  (T.  D.  37419,  Nov.  26,  1917.)] 

Your  attention  is  invited  to  the  provisions  of  the  act  of  Congress  approved  October 

3569  3,  1917,  entitled  “An  act  to  provide  revenue  to  defray  war  expenses,  and  for  other 
purposes,”  and  particularly  to  the  paragraphs  thereof  embraced  in  Schedule  A 

under  the  designation  “Stamp  taxes,”  and  to  paragraph  2 of  this  schedule,  which  reads  as 
follows: 

Bonds,  indemnity  and  surety:  Bonds  for  indemnifying  any  person,  corporation,  part- 

nership, or  corporation  who  shall  have  become  bound  or  engaged  as  surety,  and  ail  bonds 
for  the  due  execution  or  performance  of  any  contract,  obligation,  or  requirement,  or  the 
duties  or  any  office  or  position,  and  to  account  for  money  received  by  virtue  thereof,  and 
all  other  bonds  of  any  description,  except  such  as  may  be  required  in  legal  proceedings 
not  otherwise  provided  for  in  this  schedule,  50  cents:  Provided,  That  where  a premium 

is  charged  for  the  execution  of  such  bond  the  tax  shall  be  paid  at  the  rate  of  1 per  centum 
on  each  dollar  or  fractional  part  thereof  of  the  premium  charged:  Provided  further. 

That  policies  of  reinsurance  shall  be  exempt  from  the  tax  imposed  by  this  subdivision. 

To  enable  the  bond-approving  officers  of  the  Government  to  verify,  and  the  Treas- 

3570  ury  Department  to  certify  to,  the  correctness  of  the  amount  of  revenue  stamps 
which  must  be  affixed  to  each  bond  of  indemnity  and  suretyship  described  in 

paragraph  2 of  the  act  cited,  all  blank  forms  of  Government  bonds,  when  prepared  for 
execution,  should  provide  proper  blank  spaces  wherein  the  parties  executing  the  obligations 
on  behalf  of  surety  companies  shall  state  the  rate  of  premium  and  amount  of|premium 
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charged  for  the  execution  of  each  bond.  When  provision  is  not  made  upon  the  printed 
blank  form  for  disclosing  the  above  information,  then  a rubber  stamp  or  other  convenient 
method  may  be  employed  by  bond-approving  officers  of  the  Government.  In  the  case  of 
fidelity  bonds,  the  following  form  should  be  used: 

The  rate  of  premium  on  this  bond  is  $ per  thousand;  the  total  amount  of  premium 

charged  is  $ . 

In  all  cases  of  contract  bonds  involving  work  to  be  guaranteed  for  definite  periods 

3571  after  completion  of  contract  the  following  form  should  be  used: 

3572  The  rate  of  premium  on  this  bond  is  $ per  thousand;  the  total  amount 

of  premium  charged  (including  that  for  maintenance  guaranties)  is  $ . 

Every  such  bond  or  obligation  which  is  not  an  original  instrument,  and  therefore 
3673  not  taxable,  shall  be  plainly  stamped  “duplicate”  on  the  face  thereof. 

The  officials  of  this  department  accepting  and  approving  bonds  with  individual 
3574  or  corporate  sureties  are  charged  with  the  responsibility  of  determining  whether 
the  proper  amount  of  stamps  is  affixed  to  all  such  bonds  before  accepting  and  ap- 
proving the  same. 

3675  These  instructions  will  become  effective  on  and  after  December  1,  1917.  (T.  D. 

37421,  Nov.  26,  1917.) 

3576  Qualifying  Bonds  Given  by  Trustees  in  Bankruptcy  are  Bonds  Given  in  Legal 
Proceedings  and  not  Taxable. — Indemnity  or  surety  bonds  given  by  trustees  in 

bankruptcy  for  purpose  of  qualifying  as  such  are  bonds  required  in  legal  proceedings, 
and  therefore  exempt  from  taxation  under  Schedule  A,  act  of  October  3,  1917.  (T.  D. 

2647,  Feb.  2,  1918.) 

ORIGINAL  ISSUE  AND  TRANSFER  OF  STOCK. 

[Bear  in  mind  the  changes  in  the  law  provisions.] 

3577  (1)  The  tax  on  the  issue  of  capital  stock  attaches  to  the  issue  of  certificates  of 
stock  representing  stock  never  before  issued,  no  matter  when  authorized.  If 

a corporation  issues  preferred  stock  in  place  of  common,  or  one  kind  of  preferred  stock  in 
place  of  another  kind  of  preferred  stock,  or  stock  without  par  value  in  place  of  stock  with 
par  value,  the  tax  applies,  even  though  the  total  outstanding  stock  is  not  thereby  increased. 
The  tax  applies  to  the  issue  of  certificates  of  shares  in  so-called  Massachusetts  trusts  and 
other  unincorporated  associations.  The  tax  does  not  apply  to  the  issue  of  voting  trust 
certificates  representing  stock  certificates  already  issued,  nor  to  the  mere  issue  of  new 
certificates  in  place  of  old  certificates  for  stock  previously  outstanding. 

(2)  The  tax  on  the  transfer  of  capital  stock  attaches  to  sales  or  transfers  of  stock, 

3578  whether  or  not  represented  by  certificates.  It  applies  to  the  transfer  of  stock  to 
or  from  voting  trustees  or  other  trustees,  to  the  transfer  of  voting  trust  certificates, 

to  the  transfer  of  shares  in  so-called  Massachusetts  trusts  and  other  unincorporated  asso- 
ciations, to  the  transfer  of  the  right  to  receive  a stock  dividend  already  declared,  and  to  the 
transfer  of  the  interest  of  a subscriber  for  stock,  however  such  interest  may  be  evidenced  or 
conditioned  upon  further  payments.  The  tax  does  not  apply  to  the  transfer  of  “rights”  to  sub- 
scribe for  stock,  prior  to  exercise  of  the  right  and  actual  subscription.  It  does  not  apply  to 
the  surrender  of  certificates  in  exchange  for  other  certificates  representing  the  same  or  new 
stock,  provided  they  are  issued  to  the  same  holder,  nor  to  the  surrender  of  stock  certificates 
for  retirement  and  redemption  for  cash.  If,  however,  the  corporation  buys  some  of  its  own 
stock  and  transfers  it  to  itself,  whether  or  not  it  intends  eventually  to  cancel  it,  the  transfer 
to  the  corporation  is  subject  to  the  tax.  The  test  is  whether  the  immediate  transaction 
results  in  the  extinction  of  the  stock  or  in  vesting  title  to  it  in  the  corporation. 

3579  The  following  instances  of  the  application  of  these  principles  are  illustrative: 

(3)  The  tax  on  the  issue  of  capital  stock  attaches  to  the  issue  of  preferred  and 

3580  common  stock,  whether  or  not  exchanged  for  old  stock,  upon  a reorganization  of  a 
corporation  under  Section  24  of  the  New  York  Stock  Corporation  Law  for  the 

purpose  of  issuing  stock  without  par  value,  but  the  tax  on  transfers  of  stock  is  inapplicable 
to  the  surrender  of  old  stock  in  exchange  for  new  stock  pursuant  to  such  reorganization. 

(4)  The  tax  on  the  issue  of  capital  stock  attaches  to  the  issue  of  stock  of  either 

3581  corporation  in  addition  to  its  already  existing  stock  upon  a merger  of  trust  com- 
panies under  Section  487-496of  the  New  York  Banking  Law,  but  the  tax  on  trans- 
fers of  stock  does  net  attach  to  the  exchange  of  stock  certificates  of  the  merged  corporation 
for  stock  certificates  of  the  merging  corporation  at  the  time  and  as  part  of  the  statutory 
merger,  and  neither  tax  attaches  to  the  substitution  of  new  certificates  for  certificates 
representing  old  stock  of  the  merging  corporation.  Where,  however,  as  under  Section  15 
of  the  New  York  Stock  Corporation  Law,  providing  for  the  merger  of  ordinary  corporations, 
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the  acquisition  of  the  stock  of  the  corporation  to  be  merged  is  a condition  precedent  to  the 
merger,  then  the  transfer  of  such  stock  to  the  merging  corporation  prior  to  the  actual  merger 
is  taxable. 

(5)  The  issue  of  stock  by  a consolidated  corporation  in  exchange  for  the  stock  of 

3582  the  consolidating  corporations  is  a taxable  original  issue,  but  the  surrender  of  the 
the  stock  of  the  consolidating  corporations  in  exchange  for  stock  of  the  consolidated 

corporation  is  not  a taxable  transfer. 

(6)  The  tax  whether  on  issue  or  on  transfer  is  measured,  not  by  the  amount  paid 

3583  in  on,  or  for,  the  stock,  but  by  the  face  or  par  value  in  the  case  of  shares  having 
a face  or  par  value,  and  by  the  actual  value  determined  by  the  market  price  or 

otherwise  in  the  case  of  shares  having  no  face  or  par  value  but  an  actual  value  in  excess  of 
$100  a share. 

3584  Sec  generally  Regulations  No.  40  [^[3610],  (T.  D.  2752,  Aug.  14,  1918.) 

3585  Contracts  to  Issue  Stock. — The  stamp  tax  does  not  apply  to  a contract  or  agree- 
ment by  a corporation  to  issue  stock.  (T.  D.  2599,  Dec.  3,  1917.) 

3586  Interim  Certificates. — Issues  of  interim  certificates  pending  stock  issue  of  corpo- 
rations organized  or  reorganized  on  and  after  December  1,  1917,  are  subject  to 

tax  of  5 cents  on  each  $100  face  value  or  fractional  part  thereof.  Subsequent  exchange 
of  such  interim  certificates  for  regular  stock  certificates  to  the  same  owner  will  not  be 
subject  to  tax.  (T.  D.  2584,  Nov.  20,  1917.) 

3587  Stock  of  a Foreign  Country  Issued  in  the  United  States  Requires  Stamps. — 
Replying  to  your  inquiry  of  the  23rd  iqktant,  you  are  advised  that  where  a cor- 
poration organized  under  the  laws  of  Canada,  issues  stock  in  the  United  States  on  and  after 
December  1st,  such  stock  would  be  subject  to  tax  imposed  by  paragraph  3,  Schedule  A, 
Act  October  3,  1917.  (Letter  to  The  Corporation  Trust  Company,  signed  by  Commissioner 
Daniel  C.  Roper  and  dated  November  24,  1917.) 

3588  Original  Issue  and  Transfer  of  Stock  of  a Domestic  Corporation  Taxable  Wherever 
Effected. — In  response  to  your  recent  inquiry  regarding  the  application  of  the 

stamp  tax  imposed  by  Schedule  A of  Title  VIII  of  the  Act  of  October  3,  1917,  in  the  case 
of  stock  issued  and  transferred  in  Cuba  by  a Delaware  corporation,  all  its  operations  being 
carried  on  there,  you  are  informed  that  the  tax  attaches  to  the  issue  of  certificates  of  stock 
by  a domestic  corporation,  no  matter  where  the  certificates  are  actually  delivered,  and  to 
the  transfer  of  stock  on  the  books  of  a domestic  corporation,  no  matter  where  the  sale  is 
made  or  the  stock  certificates  are  delivered.  (Letter  to  The  Corporation  Trust  Company, 
signed  by  Commissioner  Daniel  C.  Roper,  and  dated  July  24,  1918.) 

3589  Original  Issue  of  Stock.  Stamps  to  be  Attached  to  Books  of  Record  in  Cases 
Where  Loose  Certificates  are  Issued. — Answering  your  letter  of  the  15th  instant, 

paragraph  3,  Schedule  A,  Act  of  October  3,  1917,  imposing  a tax  upon  capital  stock  issue 
and  providing  that  the  stamps  representing  the  tax  shall  be  attached  to  the  stock  books 
and  not  the  certificates,  is  construed  by  this  office  to  mean  where  there  are  no  stubs  or 
stock  books,  but  loose  certificates  are  issued,  the  -stamps  shall  be  affixed  to  the  books  of 
record  in  which  the  issues  are  recorded.  (Letter  to  the  Central  Trust  Company  of  Illinois, 
Chicago,  111.,  signed  by  Commissioner  Daniel  C.  Roper,  and  dated  November  20,  1917.) 

3590  No  Tax  on  Transfer  of  Stock,  Title  to  Which  Passed  Prior  to  December  1, 1917.— 
Answering  your  letter  of  this  date,  you  are  informed  that  the  ruling  contained  in 

office  letter  of  December  26,  1914,  holding  that  where  title  to  certificates  of  stock  passed 
prior  to  the  date  of  the  Act  of  October  22,  1914,  became  effective,  stamps  were  not  required, 
even  though  the  transfer  of  such  stocks  on  the  books  of  the  corporation  was  not  made  until 
after  that  date,  applies  equally  to  the  provisions  of  the  Act  of  October  3,  1917,  which  becomes 
effective  December  1,  1917.  (Letter  to  The  Corporation  Trust  Company,  signed  by  Com- 
missioner Daniel  C.  Roper,  and  dated  November  30,  1917.) 

3591  Transfer  of  Stock  before  Issue  of  Certificate. — A tax  of  5 cents  on  each  $100  of 
face  value  or  fraction  thereof  attaches  to  the  original  issue  of  each  certificate 

of  stock,  and  a tax  of  2 cents  on  each  $100  of  face  value  or  fraction  thereof  to  each  trans- 
fer or  sale  of  stock,  whether  the  transfer  is  made  before  or  after  issuance  of  the  original 
certificate.  (T.  D.  2599,  Dec.  3,  1917.) 

3592  Determination  of  Actual  Value  of  Shares  without  Par  Value  for  Stamp  Tax  Pur- 
poses in  Connection  with  the  Issue,  Sale  or  Transfer  thereof. — -Answering  your 

letter  of  the  17th  instant,  the  actual  value  of  capital  stock  is  considered  in  computing 
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the  tax  on  issue,  sale,  or  transfer  thereof,  imposed  by  paragraphs  3 and  4,  Schedule  A, 
Act  of  October  3,  1917,  when  such  stock  is  without  par  or  face  value  and  the  actual  value 
is  in  excess  of  $100  per  share. 

The  market  value  at  the  time  of  sale  or  transfer  will  be  considered  the  actual 

3593  value,  and  in  case  of  an  original  issue  such  value  will  be  determined  by  the  state- 
ment of  the  company  and  the  consideration  involved  in  the  issue  of  such  stock. 

(Letter  to  Murray,  Prentice  and  Howland,  New  York,  N.  Y.,  signed  by  Commissioner 
Daniel  C.  Roper,  and  dated  November  26,  1917.) 

3594  Answering  your  inquiry  of  the  3d  instant,  you  are  advised  that  the  valuation  of 
non-par  value  stock  presented  for  transfer  is  to  be  determined  by  the  actual, 

sale,  or  market  value.  (Letter  to  The  Corporation  Trust  Company,  signed  by  Commissioner 
Daniel  C.  Roper,  and  dated  December  10,  1917.) 

3595  Conversion  of  Common  Stock  into  Preferred:  The  Original  Issue  Tax  Applies, 
but  if  no  Change  in  Ownership  there  is  no  Transfer  Tax. — Answering  your  letter 

of  the  7th  instant,  you  are  advised  that  where  a corporation  changes  a portion  of  its  com- 
mon stock  issue  into  preferred  stock,  issuing  in  exchange  for  its  common  stock  certificates 
preferred  stock  certificates  share  for  share,  such  issue  of  preferred  stock  being  an  original 
issue  of  stock  different  in  kind  from  the  old  stock  is  subject  to  stamp  tax  under  Subdivision 
3,  Schedule  A,  Act  of  October  3,  1917,  at  the  rate  of  5 cents  on  each  $100  of  face  value  or 
fraction  thereof. 

No  transfer  tax  attaches  to  the  surrender  of  common  stock  certificates  in  exchange 

3596  for  the  preferred  stock  certificates  if  there  be  no  change  in  ownership.  (Letter  to 
Collins  and  Corbin,  Jersey  Citv,  N.  J.,  signed  by  Deputy  Commissioner  B.  C.  Keith, 

and  dated  June  11,  1918.) 

3597  A Surrender  of  Stock  for  Cancellation  is  Subject  to  Transfer  Tax. — Referring 
to  your  letter  of  June  6th  in  which  you  make  inquiry  as  follows: 

“Does  the  mere  turning  in  of  a certificate  of  stock  by  a shareholder  for  redemption  by 
the  corporation  issuing  the  same  amount  to  a taxable  transfer?” 

you  are  advised  this  office  holds  that  a surrender  of  a certificate  to  a corporation  by  a stock- 
holder for  reissue  in  one  or  more  certificates  in  the  name  of  such  stockholder,  without 
change  of  ownership,  is  not  subject  to  taxation,  but  a surrender  of  a certificate  of  stock 
to  a corporation  for  cancellation  or  for  purposes  of  said  corporation  is  subject  to  the  tax. 
(Letter  to  Linwood  M.  Erskine,  Worcester,  Mass.,  signed  by  Deputy  Commissioner  B.  C. 
Keith,  and  dated  June  20,  1918.) 

3598  Transfers  of  Stock  to  a Stockholders’  Committee  under  a Deposit  Agreement 
are  Taxable. — Referring  to  your  letter  of  April  23,  you  are  advised  that  this  office 

holds  that  a transfer  of  stock  by  individual  stockholders  to  a committee  of  stockholders 
under  a deposit  agreement  is  subject  to  the  stock  transfer  tax,  under  Section  807,  sub- 
division 4,  War  Revenue  Act,  approved  October  3,  1917.  (Letter  to  Travis  & Spence, 
New  York,  N.  Y^  signed  by_  Commissioner  Paniel_C^j^p^,  and  dated  April^30^  191 8 Q 

3599  Transfer  of  Stock  to  a Stockholders’  Committee,  “for  Protection  of  Stockholders. 
- — Answering  your  inquiry  relative  to  stamp  tax  liability  under  the  War  Revenue 

Act  of  October  3,  1917,  of  transfers  of  certificates  of  stock  to  stockholders’  committee 
“for  protection  of  stockholders,”  pending  receivership  of  corporation,  you  are  advised 
that  inasmuch  as  the  transaction  described  above  involves  the  transfer  of  legal,  or  record 
titles  to  certificates  of  stock,  such  transfers  are  subject  to  stamp  tax  under  Subdivision  4, 
Schedule  A,  War  Revenue  Act  of  October  3,  1917.  (Letter  to  The  Corporation  Trust 
Company,  signed  by  Deputy  Commissioner  B.  C.  Keith,  and  dated  January  28,  1919.) 

3600  Transfers  of  Stock  to  Voting  Trustees  and  the  Issue  and  Transfer  of  the  Voting 
Trust  Certificates:  Tax  Liability. — Referring  to  your  letter  of  May  16,  you  are 

advised  that  this  office  holds  that  the  transfer  from  stockholders  to  voting  trustees  is  sub- 
ject to  tax  under  Section  807,  subdivision  4,  War  Revenue  Act,  October  3,  1917;  (2)  that 
the  receipt  of  certificate  given  by  the  voting  trustees  to  the  stockholders  is  not  subject  to 
tax;  (3)  that  any  transfer  of  such  certificates  by  the  owner  is  subject  to  tax;  (4)  that  the 
transfer  by  the  voting  trustees  to  the  stockholders  at  the  termination  of  the  voting  trust 
agreement  is  subject  to  tax;  and  (5)  that  the  stamps  should  be  affixed  thereon  upon  sur- 
render of  the  voting  trust  certificates.  (Letter  to  C.  Monteith  Gilpin,  New  York,  N.  Y., 
signed  by  Commissioner  Daniel  C.  Roper,  and  dated  May  22,  1918.) 
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3601  Transfer  of  Stock  from  Trustee  to  Substituted  Trustee. — Referring  to  the  mem- 
orandum of  July  8,  1918,  relating  to  tax  on  transfer  from  a trustee  to  a substi- 
tuted tru'stee  under  the  same  trust,  you  are  advised  this  office  holds  that  under  Section  807, 
subdivision  4,  Act  of  October  3,  1917,  transfer  from  one  trustee  to  another  trustee  under 
the  same  trust  is  subject  to  tax.  ^[Your  attention  is  called  to  the  difference  in  the  language 
of  said  section  from  that  of  Section  22,  Act  of  October  22,  1914,  relating  to  stamp  tax. 
You  will  note  that  the  words  “legal  title  to”  have  been  added  to  the  Act  of  October,  1917, 
and  therefore  the  fact  that  the  trustee  or  nominee  who  transfers  stock  and  the  party  to 
whom  title  is  transferred  both  represent  the  same  estate  or  beneficiary  does  not  affect 
the  question,  so  long  as  the  legal  title  is  transferred.  (Letter  to  The  Corporation  Trust 
Compan)'-,  signed  by  Deputy  Commissioner  B.  C.  Keith,  and  dated  July  12,  1918.) 

3602  Loan  of  Stock  for  Purposes  of  Sale  and  Return  of  Such  Stock  Subject  to  Trans- 
fer Tax  Imnosed  by  the  Act  of  October  3,  1917. — In  accordance  with  an  opinion 

from  the  Attorney-General  dated  March  23,  1918,  it  is  held  that  the  transfer  of  shares  or 
certificates  of  stock  in  any  association,  company,  or  corporation  made  by  the  person  loaning 
stock  to  another  borrowing  the  stock  to  effect  a sale,  and  also  the  transfer  of  shares  or  cer- 
tificates of  stock  from  a borrower  returning  them  to  a lender  in  fulfilment  of  the  borrower’s 
obligation  to  buy  in  and  return  stock,  are  both  subject  to  the  tax  imposed  by  Section  800 
and  807,  Schedule  A,  subdivision  4,  Title  VIII,  of  the  War  Revenue  Act  of  October  3,  1917. 
In  a so-called  short  sale  transaction  there  are  therefore  four  taxable  sales  or  transfers: 

(1)  The  sale  of  stock  by  the  person  making  the  short  sale; 

(2)  The  transfer  from  the  lender  of  stock  to  the  person  making  the  short  sale  so  that  he 

may  make  delivery  of  the  stock  sold; 

(3)  The  purchase  by  the  borrower  of  stock  to  return  to  the  lender; 

(4)  The  transfer  from  the  borrower  to  the  lender  of  shares  to  replace  those  borrowed. 

(T.  D.  2685,  March  30,  1918.) 

3603  Temporary.  Special  Documentary  Stamps  (1917-1918). — Owing  to  lack  of  supply 
of  colored  inks  and  volume  of  work  now  devolving  on  the  Bureau  of  Engraving 

and  Printing,  it  will  be  impossible  to  obtain  and  distribute  to  the  various  collectors  a supply 
of  distinctive  colored  adhesive  documentary  stamps,  designed  by  this  office  for  use  in  pay- 
ment of  the  war  stamp  taxes,  imposed  by  paragraphs  4 and  5,  Title  VIII,  Schedule  A,  act 
of  October  3,  1917,  before  February  1,  1918. 

In  order  that  the  business  of  produce  exchanges,  boards  of  trade,  stock  exchanges, 

3604  and  other  similar  places,  may  not  be  handicapped  or  interferred  with,  collectors 
will  upon  requisition  for  such  stamps,  issue  the  regular  documentary  stamps  until 

a special  supply  of  overprinted  stamps,  provided  to  temporarily  take  the  place  of  the  dis- 
inctive  colored  stamps,  shall  be  prepared  and  distributed. 

These  temporary  special  stamps,  which  will  be  distinguished  from  other  docu- 

3605  mentary  stamps  by  the  letters  “S.  T.”  for  stock  transfers  and  “F.  D.”_for  future 
delivery  contracts,  overprinted  upon  the  face  thereof,  will  be  ready  for  distribution 

to  collectors  by  December  10,  1917.  Collectors  requiring  these  special  stamps  should 
immediately  ascertain  the  probable  number  oF each  denomination  necessary  to  supply  the 
demand  for  the  period  December  15,  1917,  to  February  1,  1918,  and  at  once  make  requisi- 
tion therefor. 

• Collectors  will  notify  taxpayers  requiring  such  stamps,  who  purchase  the  regular 

3606  documentary  stamps  for  the  purpose  above  mentioned,  that  upon  receipt  of  these 
temporary  special  stamps  they  may  return  to  the  collector’s  office  all  unused 

regular  adhesive  stamps  to  exchange  for  the  special  stamps.  Thereafter  collectors  will  not 
issue  the  regular  adhesive  stamps  to  members  of  produce  exchanges,  boards  of  trade,  stock 
exchanges,  and  other  similar  places  for  the  payment  of  the  taxes  herein  specified,  but  will 
issue  only  these  special  stamps  until  supplied  with  the  distinctive  colored  stock  transfer 
and  future  delivery  contract  stamps,  after  which  only  the  latter  stamps  will  be  issued  for 
payment  of  such  tax.  (T.  D.  2594,  Nov.  28,  1917.) 

3607  Conveyances  and  Stock  Transfers  to  and  by  Alien  Property  Custodian. — By 
Schedule  A of  Title  VIII  of  the  Act  of  October  3,  1917,  stamp  taxes  are  imposed 

as  follows:  . 

4.  Capital  stock,  sales  or  transfers:  On  all  sales  or  agreements  to  sell,  or  memo- 

randa of  sales  or  deliveries  of,  or  transfers  of  legal  title  to  shares  or  Certificates  of  stock 
in  any  association,  company,  or  corporation,  whether  made  upon  or  shown  by  the  books 
of  the  association,  company,  or  corporation,  or  by  any  assignment  in  blank,  or  by  any 
delivery,  or  by  any  paper  or  agreement  or  memorandum  or  other  evidence  of  transfer  or 

sale,  whether  entitling  the  holder  in  any  manner  to  the  benefit  of  such  stock  or  not 
* * * 
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7.  Conveyance:  Deed,  instrument,  or  writing,  whereby  any  lands,  tenements, 

or  other  realty  sold  shall  be  granted,  assigned,  transferred,  or  otherwise  conveyed  to, 
or  vested  in,  the  purchaser  or  purchasers  * * * . 

(1)  A transfer  to  the  Alien  Property  Custodian  of  shares  or  certificates  of  stock 

3608  in  compliance  with  a demand  made  by  him  under  the  authority  of  the  Trading 
with  the  Enemy  Act  (Act  of  October  6,  1917,  as  amended)  is  the  performance 

of  a mandatory  obligation,  not  voluntarily  assumed,  but  imposed  by  the  paramount 
authority  of  tfie  government,  and  is  therefore  held  not  subject  to  the  tax  stamp.  (2)  A 
conveyance  of  realty  to  the  Alien  Property  Custodian  in  compliance  with  such  a demand 
is  held  not  subject  to  the  stamp  tax  for  the  same  reason,  and  for  the  further  reason  that  it 
is  not  a conveyance  of  “realty  sold.” 

(3)  A sale  by  the  Alien  Property  Custodian  of  shares  or  certificates  of  stock,  under 

3609  the  authority  of  section  12  of  the  Trading  with  the  Enemy  Act,  as  amended, 
his  agreement  so  to  sell,  and  his  transfer  of  legal  title  to  certificates  or  shares  so 

sold  by  him,  are  held  to  be  governmental  acts  in  the  administration  of  the  Trading  with 
the  Enemy  Act,  and  therefore  not  subject  to  the  stamp  tax.  (4)  A conveyance  by  the 
Alien  Property  Custodian  of  realty  sold  by  him  under  the  authority  of  section  12  of  the 
Trading  with  the  Enemy  Act  is  held  to  be  not  subject  to  the  stamp  tax  for  the  same  reason, 
and  for  the  further  reason  that  it  is  an  instrument  issued  by  the  United  States  in  the  exer- 
cise of  a strictlv  governmental  function  and  therefore  expressly  exempt  under  section  801 
of  the  Act  of  October  3,  1917.  (T.  D.  2786,  Jan.  29,  1919.) 

3610  Comment:  [The  following  Regulations  No.  40,  Part  I,  issued  November  30, 

1917,  set  forth  the  procedure  under  the  old  law.  Any  changes  made,  as  reflected 

in  regulations  hereafter  issued,  will  be  published  in  the  Service,  in  due  course.  The  present 
provisions  are  much  the  same  as  the  old.  The  original  issue  tax  applies  now  on  certi- 
ficates “of  profits  or  of  interest  in  property  or  accumulations”  instead  of  “certificates  of 
stock”  merely,  ^[3522.  A similar  verbal  change  is  made  in  the  next  paragraph  of  the  law 
which  imposes  the  tax  on  transfers;  here  too,  now,  the  tax  applies  to  transfers,  etc.,  of 
legal  title  “to  rights  to  subscribe  for  or  to  receive  such  shares  or  certificates,”  ^[3524.] 

REGULATIONS  No.  40. 

(T.  D.  2608.) 

Regulations  Relating  to  the  Assessment  and  Collection  of  War  Stamp  Taxes  on  Sales, 
Transfers,  and  Deliveries  of  Shares  of  Stock  and  Like  Securities,  and  Contracts  of 
Sale  of  Products  and  Merchandise  Upon  Exchanges  for  Future  Delivery. 

Treasury  Department, 

Office  of  Commissioner  of  Internal  Revenue, 
Washington , D.  C.,  November  30,  1917. 

Law. 

3611  By  an  Act  of  Congress  approved  October  3,  1917,  entitled  “An  act  to  provide 
revenue  to  defray  war  expenses,  and  for  other  purposes,”  it  is  provided,  among 

other  things: 

Title  VIII. — War  Stamp  Taxes. 

[The  law  as  it  then  read.] 

3612  In  pursuance  thereof,  the  following  regulations  are  hereby  made,  prescribed  and 
promulgated. 

PART  1. 

Regulations  Promulgated  by  the  Commissioner  of  Internal  Revenue,  with  the  Approval 
of  the  Secretary  of  the  Treasury,  for  Collection  of  Stamp  Taxes  on  Sales  and  Transfers 
of  Shares  of  Stock  and  Like  Securities. 

Definitions. 

3613  Article  1.  That  for  the  purpose  of  these  regulations,  the  term  “sales  or  transfers” 
shall  be  held  to  include  all  sales,  agreements  to  sell,  memoranda  of  sales,  and  all 

deliveries  or  transfers  of  legal  title,  except  as  otherwise  specifically  provided  in  these  reg- 
ulations. 
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That  the  word  “person”  or  “every  person”  or  similar  term  whenever  used  in 

3614  these  regulations  shall  include  the  plural  as  well  as  the  singular,  and  shall  be 
taken  to  refer  to  individuals,  partnerships,  associations,  and  corporations,  except 

where  it  is  plain  from  the  context  that  a different  meaning  is  intended. 

That  wherever  the  word  “exchange”  is  used  in  these  regulations,  except  as  other- 

3615  wise  specifically  indicated,  it  shall  be  deemed  and  taken  to  include  each  and 
every  agent  or  agency,  auction  place  or  other  meeting  place  at  which  stocks  are 

publicly  bought,  sold,  bid  for,  offered,  or  exchanged,  either  between  the  members  or  patrons 
of  such  exchange,  or  as  between  members  and  nonmembers,  patrons  and  the  public,  and  it 
shall  include  all  incorporated  and  unincorporated  associations  of  individuals,  partnerships, 
and  corporations  engaged  in  the  business  of  publicly  selling,  buying,  or  exchanging  shares 
of  stock  or  interests  therein. 

The  term  “share  or  shares  of  stock,”  when  used  in  these  regulations,  except  as 

3616  otherwise  therein  specifically  defined,  shall  be  held  and  taken  to  mean  and  include 
the  shares  and  certificates  for  shares  of  stock  representing  interests  in  corpora- 
tions, and  in  incorporated  and  unincorporated  associations,  as  well  as  voting  trust 
certificates  for  shares,  and  certificates  for  shares  or  interests  in  shares,  “if,  as,  and 
when  issued,”  and  for  “rights”  therein. 

The  terms  “clearing  house,”  “clearing  house  corporation,”  and  “clearing  house 

3617  association,”  shall  be  held  and  taken  to  mean  and  include  each  and  every  incor- 
porated and  unincorporated  association  of  individuals,  partnerships,  and  cor- 
porations wholly  or  partly  engaged  in  the  business  of  clearing,  settling,  or  adjusting  trans- 
actions in  the  purchase,  sale,  receipt,  or  delivery  of  shares  of  stock,  whether  or  not  the 
same  be  a part  or  department  of  an  exchange  or  an  independent  body. 

The  act,  omission,  or  failure  of  any  official,  agent,  or  other  person  acting  for  or 

3618  employed  by  any  association,  partnership,  or  corporation  within  the  scope  of  his 
employment  or  office,  shall,  in  every  case,  also  be  deemed  the  act,  omission,  or 

failure  of  such  association,  partnership,  or  corporation,  as  well  as  that  of  the  person  or 
persons. 


Registration. 

3619  Art.  2.  Every  person,  partnership,  corporation,  exchange,  or  clearing  house 
engaged  in  the  whole  or  in  part  in  negotiating,,  making  or  recording  sales,  agree- 
ments to  sell,  deliveries  or  transfers  of  shares  or  certificates  for  shares  of  stock  or  in 
conducting  or  transacting  a stock-brokerage  business,  or  in  the  clearing,  settling,  or 
adjusting  of  any  of  the  transactions  referred  to  in  section  807,  subdivision  4 of  the  act, 
or  who  shall  be  engaged  in  the  business  of  accepting  or  procuring  the  transmission  of 
orders  for  the  sale  or  purchase  or  transfers  of  stock  to  be  made  or  executed  at  or  under  the 
rules  or  customs  of  an  exchange  in  the  continental  United  States,  shall,  on  the  first  day 
of  December,  1917 — and  if  not  on  that  day  engaged  in  business  then  within  ten  days  after 
engaging  in  business,  and  on  the  first  day  of  July  annually  thereafter — file  in  the  office  of  the 
collector  of  internal  revenue  of  the  district  in  which  each  place  of  business  of  such  person, 
partnership,  corporation,  exchange,  or  clearing  house  is  located,  or  with  such  other  inter- 
nal-revenue officer  as  may  be  hereafter  designated,  a statement,  under  oath,  setting  forth 
the  full  name  or  names  of  such  person  or  persons,  and  of  all  the  members  of  such  partner- 
ship conducting  or  transacting  the  business,  with  the  postoffice  address  or  addresses  of 
such  person  or  persons,  or  partnership,  unless  the  person  so  certifying  be  a corporation, 
exchange,  or  clearing  house,  in  which  event  it  shall  set  forth  its  principal  office  or  place 
of  business,  with  the  names  and  addresses  of  its  chief  officer,  its  secretary,  accompanied 
by  a list  of  its  members  and  their  addresses,  and  if  incorporated,  when  and  where  incor- 
porated, and  if  not  incorporated  under  what  agreement  or  authority  it  is  conducting  such 
business  or  agency.  Such  statement  shall  also  specifically  set  forth  the  character  of  the 
business  to  be  conducted,  and  shall  be  executed  and  duly  acknowledged  by  the  person  or 
persons  so  conducting  or  intending  to  conduct  said  business,  or  by  the  president  or  secretary 
of  the  corporation  or  exchange  or  clearing  house.  Each  exchange  or  clearing  house  shall 
also  file  with  said  collector  or  other  designated  internal-revenue  officer  a copy  of  its  con- 
stitution, charter,  agreement  of  association,  by-laws,  rules  and  regulations,  and  of  all 
amendments  thereto,  as  the  same  may  from  time  to  time  be  adopted,  and  the  names 
and  addresses  of  new  members  as  from  time  to  time  admitted  to  membership. 

The  said  statement  shall  further  contain  information  as  to  whether  the  person 

3620  executing  the  same  has  been  licensed  under  any  State  laws  or  under  any  other 
provision  of  Federal  law;  and  if  so,  the  dates  and  places  at  which  any  such 

licenses  were  issued.  Such  statements  shall  be  made  upon  forms  to  be  furnished  upon 
application  to  the  collector  of  internal  revenue.  [See  ^[3652.] 
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Record  of  Registration  Kept  by  Collector. 

3621  Art.  3.  Every  collector  or  other  designated  internal-revenue  officer  shall  file 
and  preserve  each  statement  of  registration  made  to  him  in  accordance  with 

these  regulations,  and  shall  issue  to  such  person,  partnership,  exchange,  clearing  house,  ui 
corporation  a certificate  of  registry,  showing  the  date  of  issue,  the  name  of  the  person  or 
persons,  or  exchange,  clearing  house,  or  corporation,  conducting  the  business,  the  nature 
of  the  business  for  which  the  license  is  granted,  and  the  date  of  expiration.of  said  registry, 
which  certificate  shall  be  signed  by  the  collector  or  other  designated  internal-revenue 
officer,  and  shall  be  posted  in  some  prominent  place  in  the  office  of  said  person,  partnership, 
exchange,  clearing  house,  or  corporation  during  the  period  for  which  issued.  If  such  business 
is  conducted  at  more  than  one  place,  a certificate  shall  be  so  posted  in  each  such  place  of 
business. 

Rate  of  Taxation. 

3622  Art.  4.  In  the  case  of  shares  or  certificates  of  stock  having  a face  (or  par)  value, 
the  amount  of  the  tax  shall  be  based  upon  the  total  face  value  of  the  shares 

involved  in  any  sale  or  agreement  to  sell  or  memorandum  of  sale,  delivery,  or  transfer, 
and  shall  be  at  the  rate  of  2 cents  for  each  $100  of  such  total  face  value  or  fraction  thereof, 
whether  such  aggregate  face  value  is  greater  or  less  than  $100.  Thus  where  the  total 
face  value  of  the  shares  or  certificates  of  stock,  agreement  to  sell,  or  memorandum  of  sale 
involved  in  any  such  transaction  is  less  than  $100,  the  amount  of  such  tax  shall  be  2 cents; 
where  the  total  face  value  exceeds  $100  but  is  $200  or  less,  the  amount  of  such  tax  shall 
be  4 cents,  and  on  all  fractions  of  $100  of  face  value,  the  tax  shall  be  2 cents;  and  where 
such  shares  of  stock  are  without  face  (or  par)  value,  the  tax  shall  be  2 cents  on  the  transfer 
or  sale  or  agreement  to  sell  on  each  share,  unless  the  actual  value  thereof  is  in  excess  of 
$100  per  share,  in  which  case  the  tax  shall  be  2 cents  on  each  $100  of  actual  value  or 
fraction  thereof. 


Transactions  Not  Taxable. 

3623  Art.  5.  No  tax  is  imposed  upon  an  agreement  evidencing  a deposit  of  stock 
certificates  as  collateral  security  for  money  loaned  thereon,  which  stock  certificates 

are  not  actually  sold  or  intended  to  be  sold  nor  as  to  which  there  is  no  change  of  ownership 
or  interest  nor  upon  such  stock  certificates  so  deposited. 

Nor  upon  deliveries  or  transfers]  to  a broker  for  sale,  nor  upon  deliveries  or 

3624  transfers  by  a broker  to  a customer  for  whom  and  upon  whose  order  he  has  pur- 
chased the  same,  provided  such  deliveries  or  transfers  shall  be  accompanied  in 

each  case  by  a certificate  setting  forth  the  facts,  such  certificate  to  be  substantially  in 
the  following  form: 

(a)  (In  the  case  of  a transfer  to  a broker) — 

“We  hereby  certify  that  we  have  no  ownership,  or  interest,  in  * * * 

shares  of  the  stock  above  transferred',  the  transfer  by  the  owner  to  us  being  merely 
for  the  purpose  of  sale.” 

(b)  (In  the  case  of  a transfer  by  a broker) — 

“We  hereby  certify  that  the  transfer  of  * * * of  the  within  shares  to  the 

names  indicated  by  the  star  is  made  solely  to  complete  the  purchase  made  by  us 
for  our  customer,  and  we  have  no  ownership  or  interest  therein.” 

No  broker  who  has  filed  a certificate  under  the  foregoing  clause  (a)  of  this  ruling 
3626  shall  file  a certificate  under  the  foregoing  clause  (b)  with  reference  to  the  transfer 
of  any  shares  of  stock  covered  by  the  certificate  filed  by  him  under  clause  (a). 

Nor  upon  transfers  or  deliveries  to  a clearing  house  for  the  sole  purpose  of  clearing 

3626  or  adjusting  accounts  between  members,  where  no  beneficial  interest  is  vested  in 
said  clearing  house  or  clearing  association  and  there  has  been  no  change  of  title 

or  interest:  Provided,  The  exchange  shall  by  appropriate  by-laws  or  regulations  require 

from  its  members  that  all  transactions  of  such  members  in  shares  of  stock  be  promptly 
reported  to  such  clearing  house  to  the  end  that  the  stamp  taxes  thereon  may  be  collected 
and  that  no  other  clearances  or  settlements  or  trading  in  balances  shall  be  permitted.  All 
transactions,  actual  or  otherwise,  except  as  in  the  act  are  exempt,  shall  be  subject  to  the  tax. 

No  provision,  by-law,  rule,  or  custom  of  any  exchange,  or  similar  institution, 

3627  inconsistent  with  any  requirement  or  provision  of  the  act  or  any  regulations  there- 
under, nor  any  collateral  or  additional  agreement  or  understanding,  either  verbal 

or  written,  respecting  the  subject  matter  of  such  sales  or  transfers,  or  the  settlement  or 
fulfillment  thereof,  which  is  inconsistent  or  in  conflict  with  any  requirement  of  said  act  or 
of  these  regulations,  shall  exempt  any  person  from  the  payment  of  the  tax  provided  for 
under  said  act. 
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Delivery  of  Memorandum  of  Sales. 

3628  Art.  6.  Every  person  who  makes  sales,  or  agreements  to  sell,  or  memoranda  of 
sales  or  deliveries  of,  or  transfers  of  the  legal  or  beneficial  title  to  shares  of  stock, 

at,  in  or  on  any  exchange  or  similar  place  of  business,  and  every  person  who  makes  any 
agreement  to  sell  stock  or  makes  a transfer  of  stock  by  delivery  of  the  certificate  therefor 
assigned  in  blank,  shall  as  a part  of  every  such  transaction,  promptly  make  and  deliver  to 
the  buyer  a bill,  or  memorandum  of  sale,  or  agreement  to  sell,  duly  signed  by  the  principal 
or  his  agent,  which  shall  show  the  date  of  the  transaction  evidenced  by  it,  the  names  of 
the  seller  and  buyer,  the  shares  of  stock  to  which  it  relates,  the  number  of  shares  and  the 
price  per  share  of  said  stock,  and  shall  bear  a number  upon  the  face  thereof.  No  more  than 
one  such  bill  or  memorandum  made  by  the  seller  on  any  given  day  shall  bear  the  same 
number:  Provided , however , That  no  single  transaction  of  a purchase  or  sale  that  is  made 

upon  an  exchange  by  one  member  for  another  member  shall  require  to  be  evidenced  by 
more  than  one  stamped  memorandum  of  sale  or  agreement  to  sell. 

Affixing  and  Cancellation  of  Stamps. 

3629  Art.  7.  In  case  the  transfer  is  effected  by  delivery  of  the  certificate  of  stock 
assigned  in  blank  the  stamp  shall  be  affixed  to  the  bill,  memorandum,  or  agreement 

to  sell. 

In  case  the  change  of  ownership  is  by  transfer  of  the  certificate  of  stock,  the 

3630  stamp  shall  be  affixed  to  the  certificate,  and  in  no  event  shall  any  company  or 
registrar  or  transfer  agent  accept  or  transfer  any  shares  of  stock  or  certificates 

therefor  unless  stamps  for  all  transfer  tax  required  to  be  affixed  to  the  certificate  are  attached 
thereto  properly  canceled. 

In  case  the  evidence  of  the  transfer  is  shown  only  by  the  books  of  the  company 

3631  the  stamp  shall  be  placed  upon  the  books. 

In  all  other  cases  the  payment  shall  be  evidenced  by  affixing  the  stamp  upon  the 

3632  memorandum  or  agreement  of  sale  to  be  delivered  by  the  seller  to  the  buyer. 

The  person  using  or  affixing  a stamp  shall  write  or  stamp  thereon,  in  ink,  his 

3633  initials  and  the  day,  month,  and  year  on  which  the  same  shall  be  used  or  affixed, 
or  shall  by  cutting  or  cancelling  said  stamp  with  a machine  or  punch  affixing  his 

initials  and  date  as  aforesaid,  so  deface  the  stamp  as  to  render  it  unfit  for  reuse.  In  addi- 
tion to  the  foregoing,  stamps  of  the  value  of  10  cents  or  more  shall  have  three  parallel 
incisions  made  by  some  sharp  instrument  lengthwise  through  the  stamp  after  the  same 
has  been  attached  to  the  bill,  memorandum,  or  other  evidence  of  sale  or  transfer  of  stock, 
provided  this  will  not  be  required  where  stamps  are  canceled  by  perforation.  The  can- 
cellation by  either  method  should  not  so  deface  the  stamp  as  to  prevent  its  denomination 
and  genuineness  from  being  readily  determined. 

Records  of  Sales  or  Transfers  of  Stock. 

3634  Art.  8.  All  persons  who  are  wholly  or  partly  engaged  in  the  business  of  buying, 
selling,  or  transferring  shares  of  stock,  whether  at  public  or  private  sale  or  whether 

or  not  they  are  members  of  an  exchange,  including  persons  engaged  in  transactions  known 
as  “matched,”  or  “on-order,”  or  “pass-outs,”  or  by  any  other  name  or  term  at,  on,  or  in 
any  exchange  or  similar  place,  whether  or  not  such  transactions  are  cleared,  adjusted,  or 
settled  through  a clearing  house  or  directly  between  seller  and  buyer,  or  otherwise,  shall 
keep  a record  showing — 

(a)  The  date  of  the  transaction. 

(b)  The  name  of  the  seller  or  transferror. 

(c)  The  name  of  the  purchaser  or  transferee. 

(d)  If  the  order  was  executed  on  an  exchange,  the  name  of  the  person  who  executed 
the  order. 

(e)  Whether  the  transaction  is  a purchase  or  sale. 

(f)  The  name  of  the  corporation  the  stock  of  which  is  the  subject  of  the  sale  and  the 
number  of  shares  thereof. 

(g)  Whether  the  stock  was  listed  on  an  exchange. 

(h)  Whether  the  stock  was  cleared  through  a clearing  house. 

(i)  The  face  or  par  value  of  the  stock. 

(j)  The  price  of  the  stock  if  there  is  no  face  or  par  value. 

(k)  Whether  the  shares  were  borrowed  or  loaned. 

(l)  Whether  the  transaction  was  “matched,”  “on-order,”  a “pass-out,”  or  a “scratched 
sale,”  or  any  other  kind  of  sale  or  purchase. 
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(m)  The  amount  of  tax  paid. 

(n)  The  identifying  number  of  the  bill  or  memorandum  of  sale,  as  required  by  article 
6 of  these  regulations. 

(o)  The  origin  of  the  order,  whether  domestic  (referring  to  the  Continental  United 
States),  or  foreign  (referring  to  other  countries). 

Persons  using  such  forms  may  incorporate  therein  additional  columns  that  would 

3635  be  of  use  to  them,  such  columns  to  be  placed  after  th'e  columns  containing  the 
information  herein  required,  so  as  not  to  interfere  with  the  columns  and  headings 

hereby  prescribed.  These  records  mujst  be  in  book  form,  and  all  entries  therein  must  be 
legibly  written  in  ink  and  the  records  kept  for  a period  of  at  least  two  years.  Such  record 
forms  will  not  be  supplied  by  the  department. 

3636  The  form  of  record  required  shall  be  as  follows: 


[See  pages  immediately  following  for  forms.] 
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Returns  by  Persons  Making  Sales. 

3637  Art.  9.  All  persons  who  are  wholly  or  partly  engaged  in  the  business  of  buying 
selling,  or  transferring  shares  of  stock  at,  in,  or  on  an  exchange,  whether  or  not 

such  sales,  purchases,  or  transfers  shall  be  made,  cleared,  settled,  or  adjusted  through  a 
clearing  house;  shall  on  or  before  the  fifteenth  day  of  each  month,  and  at  any  other  time 
or  times  that  may  be  designated  by  the  Commissioner  of  Internal  Revenue,  render  under 
oath  a true  return  of  all  such  sales  and  purchases  to  said  commissioner  for  the  preceding 
month  or  for  any  other  period  designated  by  the  commissioner,  containing  in  detail  the 
following  data  and  information: 

(a)  The  month  for  which  the  return  is  made. 

(b)  The  name  and  address  of  the  person,  partnership,  corporation  or  association  making 
the  return. 

(c)  The  number  of  shares  of  stock  sold  and  purchased  on  such  exchange  and  cleared 
by  its  clearing  agency  or  association. 

(d)  The  number  of  shares  of  stock  sold  and  purchased  on  such  exchange  that  were  not 
cleared  by  its  clearing  agency  or  association. 

(e)  In  respect  of  shares  having  a face  (or  par)  value: 

(1)  The  aggregate  face  value  of  all  shares,  not  including  any  fraction  of  less 
than  $100  of  face  value  involved  in  any  transaction. 

(2)  The  number  of  fractions  of  less  than  $100  of  face  value  involved  in  all 
transactions. 

(f)  In  respect  of  shares  having  no  face  (or  par)  value: 

(1)  As  to  such  shares  of  an  actual  value  in  excess  of  $100  per  share. 

(A)  The  aggregate  actual  value  of  all  shares,  not  including  any  fraction 
of  less  than  $100  involved  in  any  transaction. 

(B)  The  number  of  fractions  of  less  than  $100  involved  in  all  transac- 
tions in  such  shares. 

(2)  As  to  such  shares  of  an  actual  value  of  $100  or  less  per  share — 

(A)  The  total  number  of  such  shares. 

(g)  As  to  shares  purchased,  the  same  information  and  detail  required  for  shares  sold, 
transferred,  and  delivered  required  under  (e)  and  (f)  for  shares  sold,  transferred,  or  delivered. 

(h)  The  number  of  shares  of  stock  borrowed. 

(i)  The  number  of  shares  of  stock  loaned. 

(j)  The  number  of  shares  of  loaned  stock  returned. 

(k)  The  number  of  shares  of  borrowed  stock  returned. 

(l)  The  amount  of  tax  paid. 

(m)  The  amount  in  dollars  of  stamps  purchased  during  the  month. 

(n)  The  amount  in  dollars  of  stamps  on  hand  on  the  last  day  of  the  month  for  which 
return  is  being  made. 

Such  returns  shall  be  made  upon  forms  furnished  upon  application  by  the  internal  revenue 
collector  or  other  designated  officer. 

The  Commissioner  of  Internal  Revenue  may,  from  time  to  time,  require  any  person 

3638  wholly  or  partly  engaged  in  the  business  of  buying,  selling,  or  transferring  shares 
of  stock,  whether  at  public  or  private  sale,  and  whether  or  not  such  sale  shall  be 

made  on  an  exchange  or  cleared,  settled,  or  adjusted  through  a clearing  house  to  render 
under  oath  returns  of  all  such  transactions  upon  forms  prescribed  by  him. 

Returns  by  Clearing  Houses. 

3639  Art.  10.  Every  clearing  house  or  committee  or  body  through  or  by  which  clearing 
is  done  shall,  on  or  before  the  fifteenth  day  of  each  month,  and  at  any  other  time 

designated  by  the  Commissioner  of  Internal  Revenue,  render  in  writing  under  oath  to  the 
Commissioner  of  Internal  Revenue,  a return  for  the  preceding  month,  or  for  any  other 
period  that  may  be  designated  by  the  commissioner,  of  all  facts  in  their  possession  relating 
to  any  and  all  such  transactions,  and  showing  in  detail: 

(a)  The  month  for  which  return  is  made; 

(b)  The  name  and  address  of  the  clearing  house  or  similar  business,  agency,  or  insti- 
tution making  the  return;  and 

(c)  The  number  of  shares  of  stock  directed  to  be  received  and  the  number  of  shares 
of  stock  directed  to  be  delivered  and  cleared,  settled,  or  adjusted  for  each  member  during 
the  month  or  period  for  which  the  return  is  made. 

3640  Such  return  shall  be  made  upon  the  forms  to  be  furnished  upon  application  by  the 
collector  of  internal  revenue  or  other  designated  officer. 
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3641  If  any  person  who  negotiates  sales  or  transfers  of  stock  on  a stock  exchange,  shall 
appoint  in  writing  the  clearing  house  for  such  exchange  upon  which  such  sale  or 

transfers  are  made,  if  any,  his  agent  for  the  purposes  hereinafter  indicated,  such  clearing 
house  being  approved  by  the  Commissioner  of  Internal  Revenue,  and  shall  make  a written 
return,  statement  or  sheet,  to  such  clearing  house  containing  a full  disclosure  on  each 
business  day  of  all  such  transactions,  both  such  as  are  clearable  and  non-clearable,  of 
the  preceding  day  in  shares  of  stock  that  are  listed  or  permitted  to  be  dealt  in  by  such 
member  on  such  exchange,  also  which  if  any  of  such  stocks  are  loaned  or  borrowed,  then 
in  that  event  such  return,  statement,  or  sheet  delivered  to  the  clearing  house  shall  be 
deemed  to  be  the  bill,  or  memorandum  of  sale,  or  agreement  to  sell,  required  under  section 
807,  subdivision  4,  of  the  act  approved  October  3,  1917,  and  such  clearing  house  is  hereby 
authorized  to  affix  to  such  return,  statement,  or  sheet  the  amount  of  stamps  required  for 
each  sale  or  agreement  to  sell  or  memorandum  of  sale  for  delivery  or  transfer  of  such  stock 
indicated  thereon,  and  to  cancel  the  stamp  so  affixed.  The  affixing  and  cancellation  of 
such  stamps  by  the  clearing  house  shall  be  held  to  be  that  of  the  person  making  such  sale 
or  agreement  to  sell,  or  memorandum  of  sale,  for  delivery  or  transfer  of  such  stock.  The 
returns,  statements,  or  sheets  made  to  the  clearing  house  shall  in  respect  of  each  sale  show 
the  date  thereof,  the  name  of  the  seller,  the  name  of  the  buyer,  the  amount  of  the  sale, 
and  the  name  of  the  stock,  cerificates,  voting  shares,  or  other  things  traded  in,  but  a 
return  for  more  than  one  sale  may  be  upon  the  same  return,  statement,  or  sheet,  and  no 
settlement  of  differences  or  other  dealings  between  members  shall  be  permitted  that  will 
interfere  with  the  full  disclosure  of  the  whole  transaction. 

3642  Said  clearing  house  shall  preserve  the  returns,  statements,  or  sheets  so  made  and 
stamped  for  at  least  two  years. 

3643  But  such  return,  statement,  or  sheet  to  the  clearing  house  shall  not  relieve  the 
person  from  making  the  monthly  return  required  by  these  regulations. 

3644  Wherever  any  clearing  house  association  or  similar  body  carries  upon  its  sheets 
or  records  information  or  reports  of  transactions  showing  the  transfer  by  one  of 

its  members  of  an  account  of  a customer  without  change  of  ownership  of  the  securities  of 
the  customer,  there  shall  be  kept  by  the  members  of  such  clearing  house  or  body  concerned 
in  such  transaction,  a record  showing  the  particulars  of  such  transaction. 

Substitute  Returns — Agents. 

3645  Art.  11.  If  any  person  or  clearing  house  required  to  make  any  return  by  law,  or 
the  regulations  thereunder,  shall  fail  or  refuse  to  make  such  return  within  the 

time  prescribed,  such  return  may  be  made  by  an  internal  revenue  officer,  upon  inspection 
of  the  books  and  papers  of  the  person  or  clearing  house  required  to  make  such  returns; 
but  the  making  of  such  return  by  an  internal  revenue  officer  shall  not  relieve  the  person  or 
clearing  house  in  default  from  any  penalty  incurred  by  reason  of  the  failure  to  make  such 
return. 

Any  officer  designated  by  the  Commissioner  of  Internal  Revenue  shall  have  au- 

3646  thority  to  examine  the  books,  papers,  and  records  kept  pursuant  to  these  regula- 
tions and  may  require  the  production  of  any  other  books,  records,  papers,  or  state- 
ments of  account,  necessary  to  determine  any  liability  to  the  tax  imposed  by  the  act,  or  to 
the  observance  of  the  provisions  of  the  regulations  made  in  accordance  therewith. 

Sale  of  Stamps. 

3647  Article  12,  Part  I,  Regulations  No.  40,  promulgated  November  30,  1917,  is  hereby 
revoked  and  the  following  is  substituted  and  promulgated  in  lieu  thereof,  effective 

from  June  25,  1918.  (T.  D.  2741,  June  25,  1918.) 

3648  Article  12.  No  person  other  than  a Collector  of  Internal  Revenue,  or  duly 
authorized  deputy  collector  of  Internal  Revenue,  Assistant  Treasurer,  or  United 

States  designated  depositary  shall  sell  or  expose  for  sale,  give  away,  traffic  in,  trade,  barter, 
lend,  borrow,  or  exchange  any  stamps,  issued  pursuant  to  these  regulations:  Providedy 

That  any  person  or  corporation  which  has  been  duly  appointed  and  constituted  and  is  acting 
agent. of  any  State  for  the  sale  of  stock  transfer  stamps  of  such  State,  may  upon  giving 
bond  in  a sum  to  be  fixed  by  the  Commissioner  of  Internal  Revenue,  sell  United  States 
stamps  issued  pursuant  to  these  regulations  when  approved  and  authorized  by  the  Com- 
missioner of  Internal  Revenue.  No  person  shall  buy,  receive,  or  have  in  his  possession 
or  under  his  control,  any  stamps  issued  pursuant  to  these  regulations,  unless  such  stamps 
have  been  purchased  directly  from  the  Collector  of  Internal  Revenue,  or  duly  authorized 
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Deputy  Collector  of  Internal  Revenue,  Assistant  Treasurer,  United  States  designated  de- 
positary, or  a designated  agent  for  the  sale  of  State  stock  transfer  stamps  when  authorized 
by  the  Commissioner  of  Internal  Revenue,  in  the  district  in  which  the  stamps  are  to  be  used. 

All  requisitions  for  stamps  to  be  used  under  these  regulations  shall  be  made  in 

3649  writing  on  a form  prescribed  by  the  Commissioner  of  Internal  Revenue  to  the  Col- 
lector of  Internal  Revenue,  or  duly  authorized  Deputy  Collector  of  Internal  Rev- 
enue, Assistant  Treasurer  or  United  States  designated  depositary  or  State  agent  authorized 
by  the  Commissioner  of  Internal  Revenue,  in  the  Internal  Revenue  district  in  which  the 
stamps  are  to  be  used,  giving  the  date  thereof,  the  number  and  denomination  of  stamps 
applied  for  and  the  name  and  address  of  the  purchaser,  and  shall  be  signed  in  ink  by  the 
person  receiving  such  stamps.  If  the  requisition  for  such  stamps  shall  be  made  to  any 
Assistant  Treasurer  or  United  States  designated  depositary  or  duly  authorized  State 
State  agent  for  sale  of  State  stock  transfer  stamps,  such  Assistant  Treasurer  or  United 
States  designated  depositary  or  duly  authorized  State  agent  shall  keep  a record  thereof, 
and  at  the  end  of  each  month  shall  file  with  the  Collector  of  Internal  Revenue  of  the 
district  a statement  setting  forth  the  number,  denominations,  and  amount  of  all  stamps 
on  hand  at  the  beginning  of  each  month,  the  number,  denomination  and  amount  sold  during 
the  month,  and  the  number,  denomination  and  amount  on  hand  at  the  end  of  the  month, 
accompanied  by  the  requisitions  filed  by  each  purchaser,  and  on  or  before  the  fifteenth 
day  of  each  month  shall  pay  over  to  such  Collector  of  Internal  Revenue  all  money  received 
from  sales  of  such  stamps  for  the  preceding  month  and  take  his  receipt  therefor.  The 
Collector  of  Internal  Revenue  shall  keep  the  requisitions  for  stamps  sold  by  him  and  those 
sold  by  such  Assistant  Treasurer,  United  States  designated  depositary  or  authorized  State 
agent  separate  and  apart  from  all  other  requisitions  for  stamps  and  shall  preserve  them  in 
his  office  for  a period  of  two  years.  [Order  form  for  stamps,  1[3653.] 

The  stamps  to  be  used  under  these  regulations  shall  be  of  such  kind  and  color  as 

3650  the  Commissioner  of  Internal  Revenue  shall  prescribe. 

Note. 

3651  For  the  provisions  as  to  fines  and  penalties  applying  particularly  to  violations 

or  attempted  evasions  of  the  act  or  of  these  regulations,  reference  is  made  to 

sections  [1102,^3502;  1103,  ^[3508;  1107,  ^35 19],  subdivisions  4 ffi3524]  and  5 [f3529], 
and  [1308,  “Miscellaneous,”  at  the  back  of  the  book]  of  the  “Act  to  provide  revenue  to 
defray  war  expenses  and  for  other  purposes,”  approved  October  3,  1917.  The  provisions 
of  the  internal  revenue  laws  of  the  United  States,  so  far  as  applicable,  including  sections 
3173,  3174  and  3175  [For  these  sections  see  under  “Miscellaneous”  at  the  back  of  the 
book.]  of  the  Revised  Statutes,  as  amended,  apply  to  said  act.  (Reg.  40  orT.  D.  2608, 
Nov.  30,  1917.) 
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Sales  of  Produce  At  or  Under  the  Rules  of  Exchanges. 

3654  Comment:  [Part  2,  of  Regulations  No.  40,  issued  November  30,  1917,  sets  forth 

the  procedure  under  the  old  law.  Transferred  or  scratch  sales  were  liable  to  tax 
under  the  old  law;  under  the  new  they  are  not.  Heretofore  the  law  provided  for  a tax  on 
sales  made  “at  any  exchange,  etc.”;  now  the  tax  specifically  applies  to  sales  made  “at, 
or  under  the  rules  or  usages  of,  ”any  exchange,  etc.] 


REGULATIONS  NO.  40. 

PART  2. 

Regulations  Promulgated  by  the  Commissioner  of  Internal  Revenue  with  the  Approval 
of  the  Secretary  of  the  Treasury,  for  the  Collection  of  Stamp  Taxes 
Upon  Sales  of  Products  or  Merchandise  on 
Exchanges  for  Future  Delivery. 


Definitions. 

3655  Art.  1.  That  for  the  purposes  of  these  regulations  the  term  “sale”  or  “contract 
of  sale”  shall  be  held  to  include  all  sales,  or  agreements  of  sale,  or  agreements  to 

sell,  including  so-called  transfers  or  “scratched  sales.”  [See  “Comment,”  ^[3654.] 

The  word  “person”  or  “every  person,”  or  similar  term,  whenever  used  in  these 

3656  regulations,  shall  include  the  plural  as  well  as  the  singular,  and  shall  be  taken 
to  refer  to  individuals,  partnerships,  associations,  and  corporations,  except  where 

it  is  plain  from  the  context  that  a different  meaning  is  intended. 

The  word  “exchange”  as  used  in  these  regulations,  except  as  otherwise  specifically 

3657  indicated  in  the  regulations,  shall  be  deemed  and  taken  to  include  each  and  every 
agent  or  agency,  auction  place,  or  other  meeting  place  at  which  produce 

or  merchandise  for  future  delivery  is  publicly  bought,  sold,  bid  for,  offered,  or 
exchanged,  or  contracts  for  such  future  delivery  are  made,  either  between  the  members 
or  patrons  of  such  exchange,  or  as  between  members  and  nonmembers,  patrons,  and  the 
public,  and  it  shall  include  all  incorporated  and  unincorporated  associations  of  individuals, 
partnerships  and  corporations  engaged  in  the  business  of  publicly  selling,  buying,  or  ex- 
changing products  or  merchandise  for  future  delivery. 

The  term  “clearing  house”  shall  be  held  to  mean  each  and  every  clearing-house 

3658  corporation,  clearing-house  association,  or  incorporated  and  unincorporated 
association,  carried  on  for  the  purpose  of  clearing,  settling,  and  adjusting  transac- 
tions in  purchasing,  selling,  receiving,  or  delivering  products  or  merchandise,  whether 
such  clearing  house  be  a part  or  department  of  an  exchange  or  an  independent  body. 

The  act,  omission,  or  failure  of  any  official,  agent,  or  other  person  acting  or  em- 

3659  ployed  by  any  person,  association,  partnership,  or  corporation,  within  the  scope 
of  his  employment  or  office,  shall  in  every  case  also  be  deemed  the  act,  omission, 

or  failure  of  such  person,  association,  partnership,  or  corporation. 

Registration. 

3660  Art.  2.  Every  person  engaged  in  whole  or  in  part  in  making  contracts  of  sale 
of  any  product  or  merchandise  or  commodity  at,  on,  or  in,  or  under  the  rules  or 

customs  of  any  exchange  for  future  delivery  or  engaged  in  the  business  of  accepting  or 
procuring  the  transmission  of  such  contracts  of  sale,  to  be  executed  on  any  exchange,  and 
every  exchange  and  every  clearing  house  shall,  on  the  first  day  of  December,  1917,  and  if 
not  on  that  date  engaged  in  business,  then  within  ten  days  after  engaging  in  business, 
and  on  the  first  day  of  July  annually  thereafter  file  in  the  office  of  the  collector  of  internal 
revenue  of  the  district  in  which  each  place  of  business  of  such  person,  exchange,  or  clearing 
house  is  located,  or  with  such  other  internal-revenue  officer  as  may  be  hereafter  designated, 
a statement  under  oath  setting  forth  the  full  name  of  such  person,  if  an  individual,  and  if 
a partnership  the  full  names  of  all  the  members  of  such  partnership,  with  the  post-office 
address  of  the  iniividual  or  partnership;  and  if  the  person  filing  such  statement  be  a cor- 
poration or  association  it  shall  set  forth  its  principal  office  or  place  of  business  with  the  names 
and  addresses  of  its  chief  officer  and  its  secretary,  accompanied  by  a list  of  its  members 
and  their  addresses,  and  if  incorporated  when  and  where  incorporated,  and  if  unincorporated 
under  what  agreement  or  authority  it  is  conducting  business,  together  with  a copy  of  such 
agreement.  Statements  filed  in  behalf  of  any  corporation,  association,  exchange,  or  clearing 
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house  shall  be  executed  and  duly  acknowledged  by  the  president  or  secretary  thereof. 
Every  statement  filed  by  an  exchange  or  clearing  house  shall  specifically  set  forth  the  char- 
acter of  the  business  conducted  or  intended  to  be  conducted.  Each  exchange  and  clearing 
house  shall  also  file  with  the  said  collector  or  other  designated  internal-revenue  officer 
a copy  of  its  constitution,  charter,  agreement  of  association,  by-laws,  and  regulations,  and 
all  amendments  thereto,  as  the  same  may  from  time  to  time  be  adopted,  and  the  names 
and  addresses  of  new  members  as  from  time  to  time  admitted  to  membership. 

3661  The  statements  required  by  these  regulations  shall  be  made  upon  forms  to  be 
prescribed  by  the  Commissioner  of  Internal  Revenue.  [See  ^[3652.] 

Records  and  Certificates. 

3662  Art.  3.  Every  collector  of  internal  revenue  or  other  designated  internal-revenue 
officer  shall  file  and  preserve  each  statement  or  registration  made  to  him  in  accord- 
ance with  these  regulations,  and  shall  issue  to  the  person  making  such  statement  a certi- 
ficate of  registry  showing  the  date  of  issue,  the  name  of  the  person,  the  nature  of  the  business 
for  which  the  certificate  is  granted,  and  the  date  of  the  expiration  of  the  registration,  which 
certificate  shall  be  signed  by  the  collector  or  other  designated  internal-revenue  officer, 
and  shall  at  all  times  during  the  period  for  which  it  is  issued  be  posted  in  some  prominent 
place  in  the  office  of  the  person  receiving  it.  If  the  business  of  such  person  is  conducted 
at  more  than  one  place,  a certificate  shall  be  so  posted  in  each  such  place  of  business. 

Transactions  not  Taxable. 

3663  Art.  4.  No  tax  is  imposed  on  cash  sales  of  products  or  merchandise  for  immediate 
or  prompt  delivery  which  in  good  faith  are  actually  intended  to  be  delivered.  All 

sales  at  an  exchange  for  future  delivery  are  subject  to  the  payment  of  the  tax. 

For  the  purpose  of  these  regulations  “immediate  or  prompt  delivery”  shall  mean 

3664  delivery  at  once  or  as  soon  as  practicable,  and  in  any  event  within  twenty  days 
of  the  date  of  the  sale  or  agreement.  Every  sale  or  agreement  not  evidenced 

by  a memorandum  or  contract  expressly  requiring  immediate  or  prompt  delivery  within 
the  above  definition  shall  be  deemed  to  be  for  future  delivery.  In  all  cases  in  which  the 
commissioner  is  not  satisfied  from  the  evidence  submitted  to  him  that  the  transaction 
was  in  good  faith  intended  to  be  followed  by  immediate  or  prompt  delivery,  within  the  above 
definition,  the  seller  shall  be  required  to  pay  the  tax  as  on  a sale  for  future  delivery. 

Sellers  of  products,  merchandise,  or  commodities  having  paid  the  tax  provided 

3665  by  law  may  transfer  such  contracts  to  a clearing  house  association,  and  such 
transfer  shall  not  be  deemed  to  be  a sale,  or  agreement  of  sale,  or  agreement  to 

sell,  within  the  provisions  of  the  act,  provided  that  such  transfer  does  not  vest  any  beneficial 
interest  in  the  clearing-house  association  and  is  made  for  the  sole  purpose  of  enabling 
such  clearing-house  association  to  adjust  and  balance  the  accounts  of  the  members  of  said 
clearing-house  association  on  their  several  contracts. 

No  provision,  by-law,  rule,  or  custom  of  any  exchange,  board  of  trade,  or  similar 

3666  institution  or  place  of  business  which  is  inconsistent  or  in  conflict  with  any  re- 
quirement or  provision  of  the  “Act  to  provide  revenue  to  defray  war  expenses, 

and  for  other  purposes,”  approved  October  3,  1917,  or  any  regulations  thereunder,  nor  any 
collateral,  or  additional  agreement  or  understanding,  either  verbal  or  written,  respecting 
the  subject  matter  of  sucn  contract  or  the  settlement  or  fulfillment  thereof,  which  is  in- 
consistent or  in  conflict  with  any  requirement  of  said  act  or  the  regulations  thereunder 
promulgated  by  the  Commissioner  of  Internal  Revenue,  with  the  approval  of  the  Secretary 
of  the  Treasury,  shall  exempt  any  person  from  the  payment  of  the  tax  provided  for  under 
section  807,  subdivision  5,  of  said  act. 

Memoranda  of  Sales. 

3667  Art.  5.  Every  person  who  makes  sales  or  contracts  of  sale  of  any  product,  mer- 
chandise, or  commodity  at,  on,  or  in  any  exchange  for  future  delivery,  shall, 

except  as  herein  otherwise  expressly  provided,  deliver  to  the  buyer  a bill,  memorandum, 
agreement,  or  other  evidence  of  such  sale  or  agreement  of  sale,  which  shall  show  the  date 
thereof,  the  name  of  the  seller,  the  name  of  the  purchaser,  the  product,  merchandise,  or 
commodity,  the  quantity  thereof  to  which  it  refers,  the  price,  the  aggregate  amount  of  the 
sale,  and  the  amount  of  the  tax  to  be  paid,  to  which  bill,  memorandum,  agreement,  or 
other  evidence  of  sale  there  shall  be  affixed  a lawful  stamp  or  stamps  in  value  equal  to  the 
amount  of  tax  on  such  sale. 

No  single  sale  or  contract  of  sale  that  is  made  upon  an  exchange  by  one  member 

3668  for  another  shall  require  to  be  evidenced  by  more  than  one  such  stamped  memo- 
randum. 
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3669  If  any  person  making  contracts  for  sale  for  future  delivery  of  any  products 
or  merchandise  at,  in,  or  on  any  exchange  shall  in  writing  appoint  the  clearing  house 

for  the  exchange  upon  which  such  sales  are  made  his  agent  for  the  purposes  hereinafter 
indicated,  such  clearing  house  being  approved  by  the  Commissioner  of  Internal  Revenue, 
and  shall  make  a written  return  or  sheet  of  each  such  sale  to  such  clearing  house  in  accord- 
ance with  these  regulations,  the  return  or  sheet  of  the  person  to  the  clearing  house  shall  be 
deemed  to  be  the  bill,  memorandum,  or  agreement  of  sale  required  to  be  delivered  by 
the  seller  to  the  buyer,  and  the  clearing  house  is  hereby  authorized  to  affix  to  such  return 
or  sheet  the  amount  of  stamps  required  for  each  contract  of  sale  indicated  thereon,  and  to 
cancel  the  stamps  so  affixed;  the  affixing  and  cancellation  of  such  stamps  by  the  clearing 
house  to  be  held  to  be  that  of  the  person  making  such  contracts  of  sale.  The  return  or 
sheet  of  sales  so  made  to  the  clearing  house  shall  in  respect  of  each  sale  set  forth  the  date, 
the  name  of  the  seller,  the  name  of  the  purchaser,  the  amount  of  the  sale,  and  the  matter 
or  things  to  which  it  refers,  but  a return  for  more  than  one  sale  may  be  made  upon  the  same 
paper  or  sheet.  The  clearing  house  shall  preserve  for  a term  of  not  less  than  two  years  each 
return  or  sheet  made  to  it  by  any. person  under  the  foregoing  regulations. 

Every  clearing  house  so  acting  shall  include  in  the  monthly  return  to  the  Corn- 

3670  missioner  a statement  of  the  amounts  of  stamps  so  affixed  and  canceled  for  each 
person.  The  making  of  such  return  by  the  clearing  house  shall  not  relieve  the 

person  making  such  sales  from  making  the  monthly  return  of  his  transactions  required 
by  these  regulations. 

The  person  using  or  affixing  stamps  shall  write  or  stamp  thereon  in  ink  his  ini- 

367 1 tials  and  the  day,  month,  and  year  on  which  the  same  shall  be  used  or  affixed, 
or  shall,  by  cutting  and  cancelling  the  stamp  with  a machine  or  punch  affix  his 

initials  and  date  as  aforesaid,  so  deface  the  stamp  as  to  render  it  unfit  for  reuse.  In  addition 
to  the  foregoing,  stamps  of  the  value  of  10  cents  or  more  shall  have  three  parallel  incisions 
made  by  some  sharp  instrument  lengthwise,  through  the  stamp  after  the  same  has  been 
attached  to  the  document:  Provided , This  will  not  be  required  where  stamps  are  cancelled 
by  perforation.  The  cancellation  by  either  method  should  not  so  deface  the  stamp  as  to 
prevent  its  denomination  and  genuineness  from  being  readily  determined. 

Records  by  Sellers  and  Buyers. 

Art.  6.  All  persons  who  make  sales  or  contracts  of  sales,  including  so-called  “trans- 

3672  ferred  or  scratch  sales,”  “pass  outs,”  “pair-offs,”  or  “matched  trades,”  and  all 

other  forms  of  sale  of  any  product  or  merchandise  at,  on,  in,  or  under  the  rules  or  customs 
of  any  exchange  for  future  delivery  shall  keep  a record  showing: 

(a)  Date  when  contract  was  made. 

(b)  Name  and  address  of  the  other  party  to  the  contract. 

(c)  Name  of  person  executing  the  contract. 

(d)  Whether  the  transaction  is  a purchase  or  sale. 

(e)  Quantity  of  product,  merchandise,  or  commodity  involved;  whether  in  tons, 
pounds,  bales,  bushels,  bags,  mats,  barrels,  gallons,  or  other  unit  of  measure  or  weight, 
as  the  case  may  be. 

(f)  Name  of  product,  merchandise,  or  commodity,  including  (if  not  a basis  grade 
contract)  grade,  type,  sample,  or  description. 

(g)  Name  of  customer. 

(h)  Whether  the  contract  is  a “basis  grade”  contract. 

(i)  Time  specified  in  contract  for  delivery. 

(j)  Specified  price  per  ton,  pound,  mat,  bale,  bag,  bushel,  barrel,  gallon,  or  other  unit 
of  measure  or  weight,  as  the  case  may  be. 

(k)  Gross  amount  of  sale  or  purchase. 

(l)  Amount  of  tax  paid. 

(m)  Whether  the  order  for  sale  or  purchase  was  of  domestic  (meaning  the  continental 
United  States)  or  foreign  origin  (meaning  from  countries  other  than  the  continental  United 
States). 

(n)  Date  of  delivery  or  settlement. 

(o)  Method  of  fulfillment  or  settlement. 

Persons  who  use  such  forms  may  incorporate  additional  columns  which  would  be 

3673  of  use  to  them,  such  columns  to  be  placed  in  such  positions  as  not  to  interfere 
with  the  columns  and  headings  prescribed.  Such  record  forms  will  not  be  sup- 
plied by  the  department. 

The  records  required  by  these  regulations  shall  be  legibly  written  in  ink  and  kept 

3674  separate  in  books,  and  contracts  of  sale  for  future  delivery  of  two  or  more  distinct 
products  or  merchandise  shall  be  kept  separate.  Any  person  who  executes  or 

makes  such  contracts  of  sale  shall  preserve  the  trading  cards,  memoranda,  or  slips  of  each 
transaction,  and  the  purchaser  shall  preserve  the  bill,  memorandum,  or  evidence  of  sale 
to  which  the  stamps  are  affixed,  for  the  period  of  two  years. 

The  form  of  the  record  required  by  these  regulations  shall  be  as  follows: 

3675  [See  next  page  for  form.] 
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Records  to  be  Kept  by  Clearing  Houses. 

3676  Art.  7.  All  persons  who  act  in  the  capacity  of  a clearing  house  or  clearing  asso- 
ciation shall  keep  a record  showing: 

(a)  Name  of  person  for  whom  each  contract  is  cleared. 

(b)  Date  when  contract  was  made. 

(c)  Whether  the  transaction  is  a purchase  or  sale. 

(d)  Quantity  of  product,  merchandise,  or  commodity  involved,  whether  in  tons, 
pounds,  bales,  bushels,  bags,  mats,  barrels,  gallons,  or  other  unit  of  measure  or  weight,  as 
the  case  may  be. 

(e)  Name  of  product,  merchandise,  or  commodity,  including  (if  not  a basis-grade 
contract)  grade,  type,  sample,  or  description. 

(f)  Whether  the  contract  is  a basis-grade  contract. 

(g)  Time  specified  in  contract  for  delivery. 

(h)  Date  of  settlement. 

(i)  Method  of  settlement. 

Records  of  sales  for  future  delivery  of  two  or  more  distinct  products  or  mer- 
367  7 chandise  must  be  kept  separate. 

Returns  by  Members  of  Exchanges. 

3678  Art.  8.  All  persons  who  make  contracts  of  sale  of  any  commodity,  product,  or  mer- 
chandise, at,  on,  or  in  any  exchange,  board  of  trade,  or  other  similar  place  of 

business,  for  future  delivery,  whether  such  contracts  shall  be  cleared  and  adjusted  through 
a clearing  house,  or  clearing  association,  or  directly  between  the  seller  and  buyer,  or  other- 
wise, shall  on  or  before  the  fifteenth  day  of  each  month,  and  at  any  other  time  required 
by  the  Commissioner  of  Internal  Revenue,  make  return,  in  writing,  to  the  Commissioner 
of  Internal  Revenue,  or  some  officer  designated  by  him,  for  the  preceding  month  or  any 
other  period,  verified  before  some  officer  authorized  to  administer  oaths,  showing: 

(a)  The  number  of  contracts  of  sale  and  purchase  of  each  product,  merchandise,  or 
commodity  brought  forward  from  the  preceding  month. 

(b)  The  number  of  contracts  of  sale  and  purchase  of  each  product,  merchandise,  or 
commodity  during  the  current  month. 

(c)  The  month  in  which  the  products,  merchandise,  or  commodity  is  to  be  delivered. 

(d)  The  method  of  settlement  of  each  contract,  i.  e.,  whether  by  “actual  delivery,” 
“notice,”  “ring,”  “direct,”  “transfer,”  or  “scratch  sale,”  “pair  off,”  or  “matched,”  “pass 
out/’  “set-off,”  “give  up,”  through  a clearing  house  or  clearing  association,  or  otherwise. 

(e)  The  gross  amount  of  the  contracts  of  sale. 

(f)  The  tax  paid  thereon. 

(g)  The  number  of  contracts  both  of  purchase  and  sale  left  open  at  the  end  of  the 
month. 

(h)  The  amount  of  stamps  on  hand  from  preceding  month. 

(j)  The  amount  of  stamps  purchased  during  month. 

(j)  The  amount  of  stamps  used  during  month. 

(k)  Balance  of  stamps  on  hand  at  end  of  month. 

(l)  The  origin  of  the  order  of  the  contracts,  whether  domestic  or  foreign. 

Such  returns  shall  be  made  upon  forms  to  be  furnished,  upon  application,  by  the 

3679  collector  of  internal  revenue,  or  other  designated  officer  of  the  district  in  which  the 
exchange,  board  of  trade,  or  other  similar  place  is  located. 

Returns  by  Clearing  House. 

3680  Art.  9.  Every  clearing  house,  or  clearing  association,  shall  on  or  before  the  15th 

fci;  day  of  each  month,  and  at  any  other  time  required,  render  in  writing,  under  oath, 

a return,  for  the  preceding  month  or  for  any  other  period  designated,  to  the  Commissioner 
of  Internal  Revenue  of  all  facts  in  their  possession  showing: 

(a)  The  number  of  contracts  “long”  and  “short”  for  each  member  brought  forward 
from  the  preceding  month. 

(b)  The  number  of  contracts  bought  or  sold  by  each  member  of  the  association. 

(c)  The  number  of  tons,  pounds,  bales,  bushels,  bags,  mats,  barrels,  or  gallons,  or  other 
units  of  weight  or  measure  involved  in  such  contracts,  as  the  case  may  be. 

(d)  The  month  in  which  such  product,  merchandise,  or  commodity  is  to  be  delivered. 

(e)  The  method  of  settlement  of  said  contracts — i.  e.,  whether  by  “set-off,”  “notice,” 
or  “delivery,”  or  by  any  other  method. 

(f)  The  number  of  open  contracts  “long”  and  “short”  for  each  member  carried  to  the 
following  month. 
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Such  returns  shall  be  made  upon  forms  to  be  furnished,  upon  application,  by  the 

3681  collector  of  internal  revenue  of  the  district,  or  other  designated  officer,  in  which 
the  clearing  house  or  clearing  association  is  situated. 

Failure  to  Make  Returns — Agents. 

Art.  10.  If  any  person,  or  clearing  house  or  clearing  association,  required  to 

3682  make  returns  by  this  act,  or  the  regulations  thereunder,  shall  fail,  or  refuse  to 
make  any  return  within  the  time  prescribed  in  these  regulations,  or  designated 

by  the  Commissioner  of  Internal  Revenue,  then  the  same  shall  be  made  by  an  internal- 
revenue  officer,  upon  inspection  of  the  books  and  papers  of  the  person,  or  clearing  house, 
or  clearing  association,  so  required;  but  the  making  of  said  return  by  an  internal-revenue 
officer  shall  not  relieve  the  person  in  default,  from  any  penalty  incurred  by  reason  of  his 
failure  to  make  such  return. 

Any  officer  designated  by  the  Commissioner  of  Internal  Revenue  shall  have 

3683  authority  to  examine  the  books,  papers,  and  records  kept  pursuant  to  these  regu- 
lations, and  may  require  the  production  of  any  other  books,  records,  papers,  or 

statements  of  account,  necessary  to  determine  any  liability  to  the  tax  imposed  by  this  act, 
or  the  observance  of  the  provisions  of  the  regulations  made  in  accordance  therewith. 

Sale  of  Stamps. 

3684  Article  11,  Part  II,  Regulations  No.  40  promulgated  November  30,  1917,  is  hereby 
revoked  and  the  following  is  substituted  and  promulgated  in  lieu  thereof,  effective 

from  June  25,  1918.  (T.  D.  2741,  June  25,  1918.) 

3685  Art.  11.  No  person  other  than  a Collector  of  Internal  Revenue,  or  duly  authorized 
Deputy  Collector  of  Internal  Revenue,  Assistant  Treasurer,  or  United  States 

designated  depositary  shall  sell  or  expose  for  sale,  give  away,  traffic  in,  trade,  barter,  lend, 
borrow,  or  exchange  any  stamps,  issued  pursuant  to  these  regulations:  Provided , That 

any  person  or  corporation  which  has  been  duly  appointed  and  constituted  and  is  acting 
agent  of  any  State  for  the  sale  of  stock  transfer  stamps  of  such  State,  may  upon  giving  bond 
in  a sum  to  be  fixed  by  the  Commissioner  of  Internal  Revenue,  sell  United  States  stamps 
issued  pursuant  to  these  regulations  when  approved  and  authorized  by  the  Commissioner 
of  Internal  Revenue.  No  person  shall  buy,  receive,  or  have  in  his  possession,  or  under  his 
control,  any  stamps  issued  pursuant  to  these  regulations,  unless  such  stamps  have  been 
purchased  directly  from  the  Collector  of  Internal  Revenue,  or  duly  authorized  Deputy 
Collector  of  Internal  Revenue,  Assistant  Treasurer,  United  States  designated  depositary, 
or  a designated  agent  for  the  slae  of  State  stock  transfer  stamps  when  authorized  by  the 
Commissioner  of  Internal  Revenue,  in  the  district  in  which  the  stamps  are  to  be  used. 

All  requisitions  for  stamps  to  be  used  under  these  regulations  shall  be  made  in 

3686  writing  on  a form  prescribed  by  the  Commissioner  of  Internal  Revenue  to  the  Col- 
lector of  Internal  Revenue  or  duly  authorized  Deputy  Collector  of  Internal 

Revenue,  Assistant  Treasurer  or  United  States  designated  depositary  or  State  agent 
authorized  by  the  Commissioner  of  Internal  Revenue,  in  the  internal  revenue  district  in 
which  the  stamps  are  to  be  used,  giving  the  date  thereof,  the  number  and  denomination 
of  stamps  applied  for  and  the  name  and  address  of  the  purchaser,  and  shall  be  signedfin 
ink  by  the  person  receiving  such  stamps.  If  the  requisition  for  such  stamps  shall  be  made 
to  any  Assistant  Treasurer  or  United  States  designated  depositary  or  duly  authorized  State 
agent  for  sale  of  State  stock  transfer  stamps,  such  Assistant  Treasurer,  or  United  States 
designated  depositary  or  duly  authorized  State  agent  shall  keep  a record  thereof,  and  at  the 
end  of  each  month  shall  file  with  the  Collector  of  Internal  Revenue  of  the  district  a state- 
ment setting  forth  the  number,  denomination,  and  amount  of  all  stamps  on  hand  at  the 
beginning  of  each  month,  the  number,  denomination  and  amount  sold  during  the  month, 
and  the  number,  denomination,  and  amount  on  hand  at  the  end  of  the  month,  accompanied 
by  the  requisitions  filed  by  each  purchaser,  and  on  or  before  the  fifteenth  day  of  each 
month  shall  pay  over  to  such  Collector  of  Internal  Revenue  all  money  received  from  sales 
of  such  stamps  for  the  preceding  month  and  take  his  receipt  therefor.  The  Collector  of 
Internal  Revenue  shall  keep  the  requisitions  for  stamps  sold  by  him  and  those  sold  by 
such  Assistant  Treasurer,  United  States  designated  depositary  or  authorized  State  agent 
separate  and  apart  from  all  other  requisitions  for  stamps  and  shall  preserve  them  in  his 
office  for  a period  of  two  years.  [Order  form  for  stamps,  ^[3689.] 

The  stamps  to  be  used  under  these  regulations  shall  be  of  such  kind  and  color  as 

3687  the  Commissioner  of  Internal  Revenue  shall  prescribe. 
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NOTE. 

Fines  and  Penalties — Enforcement 

3688  For  the  provisions  as  to  fines  and  penalties  applying  particularly  to  violations 
or  attempted  evasions  of  the  act  or  of  these  regulations  reference  is  made  to 

sections  [1102,  ^[3502;  1103,  ^[3508;  1107,  ^[35 19],  subdivision  5 [^3529],  and  [section 
1308,  “Miscellaneous”  at  the  back  of  the  book]  of  the  “Act  to  provide  revenue  to  defray 
war  expenses,  and  for  other  purposes,”  approved  October  3,  1917.  The  provisions  of  the 
internal-revenue  laws  of  the  United  States,  so  far  as  applicable,  including  sections  3173, 
3174,  3175  [For  these  sections  see  under  “Miscellaneous”  at  the  back  of  the  book.],  of  the 
Revised  Statutes,  as  amended,  apply  to  said  act.  (Reg.  40  or  T.  D.  2608,  Nov.  30,  1917.) 
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PROMISSORY  NOTES  AND  DRAFTS  OR  CHECKS  OTHER  THAN  SIGHT  OR 

DEMAND. 

3690  No  Stamps  Required  on  Promissory  Note  Secured  by  Pledge  of  United  States 
Securities. — Sec.  301.  That  no  stamp  tax  shall  be  required  or  imposed  upon 

a promissory  note  secured  by  the  pledge  of  bonds  or  obligations  of  the  United  States 
issued  after  April  twenty-fourth,  nineteen  hundred  and  seventeen,  or  secured  by  the  pledge 
of  a promissory  note  which  itself  is  secured  by  the  pledge  of  such  bonds  or  obligations: 
Provided , That,  in  either  case  the  par  value  of  such  bonds  or  obligations  shall  equal  the 
amount  of  such  note.  (Section  301  of  Title  III  of  the  War  Finance  Corporation  Act 
approved  by  the  President,  April  5,  1918.) 

[The  same  provision,  in  effect,  with  a verbal  clarifying  change  only,  appears  at  ^[3535.] 

3691  Section  301  of  the  War  Finance  Corporation  Act,  approved  April  5,  1918, 

provides: 

“That  no  stamp  tax  shall  be  required  or  imposed  upon  a promissory  note  secured  by 
the  pledge  of  bonds  or  obligations  of  the  United  States  issued  after  April  twenty-fourth, 
nineteen  hundred  and  seventeen,  or  secured  by  the  pledge  of  a promissory  note  which  itself  is 
secured  by  the  pledge  of  such  bonds  or  obligations;  Provided , That  in  either  case  the 
par  value  of  such  bonds  or  obligations  shall  equal  the  amount  of  such  note.” 

The  Section  above  quoted  operates  to  exempt  promissory  notes  of  the  character 

3692  described  therein  from  stamp  tax  imposed  under  Title  VIII,  Schedule  A,  Sub- 
division 6,  Act  of  October  3,  1917. 

You  are  therefore  informed  that  all  promissory  notes  issued  and  delivered  on 

3693  or  after  April  6,  1918,  and  secured  by  the  pledge  of  any  bonds  or  obligations 
< of  the  United  States  issued  after  April  24,  1917,  and  all  promissory  notes  issued 

and  delivered  on  or  after  April  6,  1918,  and  secured  by  the  pledge  of  a promissory  note 
which  itself  is  secured  by  the  pledge  of  United  States  bonds  or  obligations  issued  after 
April  24,  1917,  are  exempt  from  said  stamp  tax.  The  bonds  mentioned  herein  include 
Liberty  Bonds  as  well  as  other  United  States  bonds  and  printed  obligations. 

It  should  be  noted  that  the  above  exemption  from  stamp  tax  applies  only  where 
3894  the  par  value  of  said  United  States  bonds  or  obligations  so  pledged  shall  equal 
the  amount  of  the  promissory  note.  (T.  D.  2701,  April  16,  1918.) 

3695  Promissory  Notes  on  Account  of  Premium  Extension  Agreements. — Policy 
loan  and  premium  extension  agreements  are  not  promissory  notes  as  contem- 
plated by  the  law  and  therefore  are  not  liable  to  stamp  tax.  (T.  D.  2599,  Dec.  3,  1917.) 

3696  Security  Agreements  and  Applications  for  Loans. — Neither  a security  agreement 
signed  by  a prospective  borrower  of  a bank,  empowering  the  bank  to  apply  any 

securities,  money,  or  other  property  of  the  prospective  borrower  in  the  hands  of  the  bank 
to  satisfy  the  debt  of  the  borrower  to  the  bank,  nor  the  form  of  application  for  the  loan, 
is  included  in  the  classes  of  instruments  made  subject  to  stamp  tax  under  Schedule  A 
of  section  807,  and  neither  is  therefore  subject  to  such  tax.  (T.  D.  2599,  Dec.  3,  1917.) 

Promissory  Notes  vs.  Bonds  of  Indebtedness. — [Read  at  ^[3551.] 

3697  Forbearance  vs.  Renewal  or  Extension  of  a Promissory  Note. — Answering  your 
letter  of  the  10th  inst.,  you  are  advised  that  where  a mortgage  note  is  payable 

one  year  after  date  with  interest  semi-annually  in  advance  and  at  the  end  of  the  first  year 
a written  agreement  in  t'  e words  quoted  below  is  entered  into,  stamp  tax  does  not  attach 
to  the  agreement  under  Subdivision  6,  Schedule  A,  Act  of  October  3,  1917:  “We  agree 

that  payments  of  interest  in  advance  on  our  mortgage  note,  given  to : 

shall  not  constitute  renewal  of  the  note  on  which  such  payments  are  made,  and  the  accept- 
ance of  such  payments  shall  constitute  no  waiver  of  the  rights  of  the  mortgagee.”  (Letter 
to  John  A.  Tillinghast,  Providence,  R.  I.,  signed  by  Deputy  Commissioner  B.  C.  Keith, 
and  dated  June  14,  1918.) 

3698  Sight  Drafts  Qualified  by  Accompanying  or  Detached  Instructions  are  Held 
to  be  Taxable. — -Answering  your  letter  of  the  15th  instant,  you  are  advised  that 

drafts  drawn  at  sight  or  on  demand  with  notation  thereon  to  “hold  for  arrival  of  goods,” 
or  words  of  like  effect,  are  taxable  as  drafts  drawn  otherwise  than  at  sight  or  on  demand. 
Any  notation  appearing  on  such  drafts,  or  on  bill  of  lading  or  other  papers  accompanying 
same,  including  collection  letter,  which  defers  the  time  of  payment,  renders  the  draft 
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taxable  under  the  Act  of  October  3,  1917,  and  any  previous  ruling  contrary  to  same  has 

been  reconsidered  and  reversed.  [Read  at  ^[3707.]  (Letter  to  the  Chase  National  Bank, 
New  York,  N.  Y.,  signed  by  Deputy  Commissioner  B.  C.  Keith,  and  dated  Feb.  20,  1918.) 

Tax  Accrues  on  Drafts  or  Checks  “Upon  Their  Acceptance  or  Delivery  Within  the 
United  States,  Whichever  is  Prior.” — [This  wording  ^[3534,  was  not  in  the  law  heretofore.] 

3699  The  Tax  Attaches  upon  Delivery  Within  the  United  States  to  Drafts  and  Checks 
Expressed  to  be  Payable  Otherwise  than  at  Sight  or  on  Demand. — The  stamp 
tax  on  drafts  and  checks  imposed  by  Schedule  A of  Title  VIII  of  the  Act  of  October  3, 
1917,  attaches  to  drafts  or  checks  (1)  at  the  time  of  delivery,  if  (2)  delivered  within  the 
territorial  jurisdiction  of  the  United  States,  and  (3)  expressed  to  be  payable  otherwise 
than  at  sight  or  on  demand,  but  not  to  drafts  or  checks  not  yet  delivered,  or  delivered  in 
a foreign  country,  or  expressed  to  be  payable  at  sight  or  on  demand. 

37  00  Schedule  A of  Title  VIII  of  the  Act  of  October  3,  1917,  imposes  a tax  on 
“6.  Drafts  or  checks  payable  otherwise  than  at  sight  or  on  demand.” 

By  Section  800  of  the  Act  the  tax  is  payable  in  respect  of  such  drafts  and  checks,  or  in 
respect  of  the  paper  upon  which  they  are  written,  by  any  person  who  makes,  signs,  or 
issues  the  same,  or. for  whose  use  or  benefit  the  same  are  made,  signed,  or  issued.  By 
Section  802  anyone  is  guilty  of  a misdemeanoi  who 

“(a)  makes,  signs,  issues,  or  accepts,  or  causes  to  be  made,  signed,  issued,  or  accepted 
any  instrument,  document,  or  paper  of  any  kind  or  description  whatsoever  without  the  full 
amount  of  tax  thereon  being  duly  paid.” 

(1)  The  general  rule  is  that  a taxable  draft  or  check  becomes  subject  to  the  tax 

3701  concurrently  with  its  delivery.  Inthecaseof  a draft  the  rule  means  that  the  tax 
attaches,  not  when  it  is  signed  by  the  drawer,  or  presented  to  the  drawee  for 

acceptance,  or  accepted  by  him,  but  when  it  is  delivered  to  the  payee,  if  drawn  to  a 
third  person,  or  negotiated  by  the  drawer,  if  drawn  to  his  order,  whether  such  delivery  or 
negotiation  tiakes  place  before  or  after  acceptance. 

If  a draft  was  drawn  and  accepted  before  the  passage  of  the  Act,  but  not  delivered 

3702  or  negotiated  until  afterward,  the  tax  is  payable.  If  a draft  is  presented  to  the 
drawee  for  acceptance  and  discount  by  him,  stamps  must  first  be  affixed  by  the 

drawer,  for  the  acceptance  and  delivery  are  simultaneous. 

The  payee  or  the  endorsee  from  the  drawer  must  see  to  it  that  the  drawer,  as 

3703  the  person  “who  makes,  signs  or  issues”  the  draft,  pays  the  tax  before  delivery. 
“Accept”  is  used  in  the  penal  provision  in  Section  802  in  the  general  sense  of 

“receive,”  not.  in  the  special  sense  peculiar  to  drafts.  No  drawee  accepting  an  un- 
stamped undelivered  draft  would  violate  the  law;  but  if  the  draft  has  already  become 
taxable  because  of  a prior  delivery,  the  acceptor  must  be  sure  that  stamps  are  affixed. 

(2)  The  general  rule  is  that  a taxable  draft  or  check  becomes  subject  to  the  tax 

3704  if  delivered  within  the  territorial  jurisdiction  of  the  United  States.  The  rule 
means  that  the  tax  does  not  attach  to  a draft  drawn  and  accepted  here,  but 

delivered  abroad,  whether  before  or  after  acceptance,  but  does  attach  to  a draft  delivered 
here,  whether  before  or  after  acceptance,  although  drawn  and  accepted  abroad.  In 
general,  a draft  sent  through  the  mail  is  delivered  when  and  where  deposited  in  the  mail 
addressed  to  the  payee  or  the  endorsee  from  the  drawer. 

If  a draft  drawn  abroad,  on  a foreign  drawee,  with  a foreign  payee,  passes  through 

3705  a bank  here  in  the  course  of  collection,  no  tax  is  payable,  unless  it  should  be 
delivered  by  an  agent  of  the  drawer  to  an  agent  of  the  payee  within  the  United 

States.  Because  of  the  constitutional  restriction  that  no  tax  or  duty  shall  be  laid  on 
articles  exported  from  any  State,  drafts  with  bill  of  lading  attached  covering  goods  in  the 
course  of  exportation  are  not  subject  to  the  tax. 

(3)  The  general  rule  is  that  a draft  or  check  delivered  within  the  United  States 

3706  is  subject  to  the  tax  if  expressed  to  be  payable  otherwise  than  at  sight  or  on 
demand. 

3707  Accordingly,  an  ordinary  sight  draft  with  bill  of  lading  attached  is  not  taxable, 
but  a draft  expressed  to  be  payable  at  sight  “on  arrival  of  car,”  or  containing  a 

memorandum  to  hold  until  arrival  of  car,  is.  A sight  draft,  accompanied  by 
instructions  outside  the  instrument,  as  “Do  not  present  until  arrival  of  car,”  or  some  such 
memorandum,  is  not  taxable.  A sight  draft  accepted  and  paid  for  the  drawee  by  the 
collecting  bank,  which  holds  it  and  charges  interest  until  the  drawee  takes  it  up,  is  not 
taxable. 
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A draft  might  be  drawn  stating  no  time  for  payment,  which  would  class  it  as  a 
3 7 08  sight  draft,  and  be  accepted  at  ninety  days,  which  would  change  its  nature.  If 
negotiated  or  delivered  before  acceptance  the  holder  would  be  obliged  to  stamp  it  on 
acceptance,  in  default  of  which  both  he  and  the  acceptor  would  be  liable  for  the  statutory 
penalty. 

For  the  purposes  of  the  tax  there  is  no  difference  in  the  treatment  of  ordinary 

3709  bills  of  exchange,  trade  acceptance,  and  bankers’  acceptances,  as  defined  by  the 
regulations  of  the  Federal  Reserve  Board.  (T.  D.  2682,  March  26,  1918.) 

3710  Time  Drafts  Drawn  Against  Exports. — Referring  to  your  letter  of  the  24th  ultimo 
relative  to  ruling  of  this  office  that  time  drafts  drawn  in  this  country  and  payable 

in  a foreign  country  are  subject  to  the  tax  imposed  by  Subdivision  6 of  Schedule  A,  Act  of 
October  3,  1917,  you  are  advised  that  after  further  consideration  of  this  subject,  and  in  view 
of  the  constitutional  prohibition  against  tax  on  exports,  the  department  has  decided  that 
the  tax  imposed  by  said  schedule  does  not  apply  to  drafts  drawn  against  exports.  (Letter 
to  Alexander  and  Green,  New  York,  N.  Y.,  signed  by  Deputy  Commissioner  B.  C.  Keith, 
and  dated  January  24,  1918.) 

3711  Answering  your  recent  inquiry  as  to  the  constitutional  exemption  from  stamp  tax 
under  Title  VIII,  Schedule  A,  Subdivision  6,  Act  of  October  3,  1917,  of  drafts 

drawn  in  this  country  against  exports  to  foreign  countries  you  are  advised  that  drafts  drawn 
in  this  country  directly  covering  exports  to  foreign  countries  and  which  constitute  an  inherent, 
bona  fide  and  necessary  part  of  the  actual  process  of  exportation  are  exempt  from  stamp 
tax  under  the  above  Act,  whether  payable  in  this  country  or  abroad  and  irrespective  of 
how  or  by  whom  accepted.  (Letter  to  The  Corporation  Trust  Company,  signed  by  Deputy 
Commissioner  B.  C.  Keith,  and  dated  April  13,  1918.) 

3712  (1)  Time  Drafts — Territories,  Possessions,  Canal  Zone  and  the  Virgin  Islands. 

— The  stamp  tax  imposed  by  subdivision  (6)  of  Schedule  A attaches  to  time  drafts 
covering  articles  shipped  from  a state  of  the  United  States  to  the  Territory  of  Alaska, 
the  Territory  of  Hawaii  and  the  Canal  Zone;  and,  although  time  drafts  covering  shipments 
to  the  Virgin  Islands,  the  Philippine  Islands  and  Porto  Rico  are  not  subject  to  the  tax, 
time  drafts  covering  articles  shipped  to  the  United  States  from  the  Virgin  Islands  or  the 
Philippine  Islands  or  Porto  Rico  must  be  stamped  upon  coming  into  the  United  States. 
(T.  D.  2782,  Dec.  24,  1918.) 


Conveyances. 

3713  Conveyances,  Deeds,  etc. — On  an  instrument  conveying  real  estate  there  should 
be  attached  a tax  stamp  of  the  face  value  corresponding  with  the  amount  repre- 
senting the  vendor’s  equity  conveyed.  Where  an  exchange  of  equal  equities  in  real  estate 
is  made  between  two  persons  a tax  stamp  should  be  attached  to  each  of  the  two  deeds 
corresponding  with  the  amount  of  each  equity  exchanged.  In  determining  the  amount  of 
incumbrance  upon  real  estate  being  transferred,  no  consideration  is  to  be  given  to  new 
incumbrances  placed  upon  same  at  the  time  of,  or  after,  the  sale.  Only  incumbrances 
which  rest  on  the  property  before  the  sale  and  which  are  not  removed  by  the  sale  are  to  be 
taken  into  consideration.  (T.  D.  2599,  Dec.  3,  1917.) 

3714  Taxability  of  a Conveyance  of  Standing  Timber. — In  re  your  letter  of  the  24th 

ultimo,  asking  under  what  conditions  a sale  of  standing  timber  without  convey- 
ance of  any  interest  in  the  soil  is  considered  to  be  “realty”  within  the  meaning  of  subdivision 
7,  Schedule  A,  Act  of  October  3,  1917:  Standing  timber  is  ordinarily  held  to  be  real 

estate.  The  question  of  whether  or  not  a particular  instrument  of  grant  is  taxable  depends 
on  whether  the  subject-matter  of  the  grant  is  real  estate.  What  is  real  estate  is  determined 
by  the  law  of  the  State  in  which  the  property  conveyed  is  situated.  It  is  held  that  a “timber 
deed”  transferring  the  timber  upon  a tract  of  land  is  a deed  to  realty  and  as  such  is  taxable 
under  Schedule  A above-mentioned,  unless  under  the  law  of  the  State  in  which  the  property 
is  located,  timber  is  not  real  estate.  (Letter  to  Joseph  W.  Worthen,  Concord,  N.  H.,  signed 
by  Deputy  Commissioner  B.  C.  Keith,  and  dated  February  15,  1918.) 

3715  Leases. — The  provisions  of  the  law  imposing  taxes  upon  conveyances  of  real  estate 
are  not  applicable  to  leases,  and  tax  stamps  are  not  required  to  be  attached  to  such 

instruments.  (T.  D.  2599,  Dec.  3,  1917.) 
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3716  Contracts  to  Convey. — A contract  for  the  sale  of  real  estate,  making  provision 
for  future  delivery  by  deed,  is  not  subject  to  stamp  tax.  (T.  D.  2599,  Dec.  3, 

1917.) 

3717  Validity  of  Unstamped  Instruments:  Deeds  in  Particular. — This  office  is  in 

receipt  of  your  memorandum  submitting  the  following  question  for  ruling  under 

the  stamp  tax  provisions  of  the  Act  of  October  3,  1917: 

“1.  Does  the:  war  tax  as  to  stamps  on  deeds  affect  the  validity  of  the  deed?  That 
is,  is  there  any  penalty  other  than  the  criminal  liability? 

2.  Does  good  title  pass  under  a deed  that  should  have  been  stamped  but  was  not? 
Could  a purchaser  be  compelled  to  pay  a sum  equal  to  the  stamps  that  should  have 
been  affixed  to  deeds  through  which  he  takes  title?” 

Sections  13  [1[3721],  14  ffl3 722]  and  15  [3723]  of  the  Act  of  June  13,  1898,  as 

3718  amended  by  the  Act  of  March  2,  1901,  are  in  force  and  apply  to  deeds  unstamped 
under  Title  VIII  of  the  Act  of  October  3,  1917,  to  the  extent  that  they  forbid 

the  record  and  admission  in  evidence  of  unstamped  ddeds  and  require  their  presentation 
to  the  collector  of  the  district  for  validation. 

The  seller  of  real  estate  is  primarily  liable  for  the  payment  of  the  stamp  tax  on  a 
371  9 deed  of  conveyance.  The  provisions  of  the  above  sections  for  refusing  record  and 
admission  in  evidence  of  unstamped  deeds,  and  their  validation  by  collectors, 
are  effective,  and  to  obviate  any  question  that  might  arise  as  to  validity  of  unstamped 
deeds,  the  proper  course  is  to  follow  the  procedure  fixed  by  these  sections. 

Where  a purchaser  has  accepted  an  unstamped  deed,  he  may  be  compelled  to 
3 7 20  pay  the  required  tax  before  having  the  deed  recorded,  or  prosecuted  under  Section 
802  [Sec.  1102,  ^[3502]  of  the  law.  (Letter  to  The  Corporation  Trust  Company, 
signed  by  Deputy  Commissioner  B.  C.  Keith,’  and  dated  May  27,  1918.) 

3721  Provisions  for  Stamping  any  Documents  Issued  Without  Stamps.-Sec.  13.  (Act  June 
13,  1898;  30  Stat.  454,  as  amended  by  Sec.  7,  Act  of  March  2,  1901;  31  Stat.  940.) 
That  any  person  or  persons  who  shall  register,  issue,  sell,  or  transfer,  or  who  shall  cause 
to  be  issued,  registered,  sold,  or  transferred,  any  instrument,  document,  or  paper  of  any 
kind  or  description  whatsoever  mentioned  in  Schedule  A of  this  Act,  without  the  same 
being  duly  stamped,  or  having  thereupon  an  adhesive  stamp  for  denoting  the  tax  charge- 
able thereon,  and  canceled  in  the  manner  required  by  law,  with  intent  to  evade  the  pro- 
visions of  this  Act,  shall  be  deemed  guilty  of  a misdemeanor,  and  upon  conviction  thereof 
shall  be  punished  by  a fine  not  exceeding  fifty  dollars,  or  by  imprisonment  not  exceeding 
six  months,  or  both,  in  the  discretion  of  the  court;  and  such  instrument,  document,  or 
paper,  not  being  stamped  according  to  law,  shall  be  deemed  invalid  and  of  no  effect: 
Provided , That  hereafter,  in  all  cases  where  the  party  has  not  affixed  to  any  instrument  the 
stamp  required  by  law  thereon  at  the  time  of  issuing,  selling,  or  transferring  the  said 
bonds,  debentures,  or  certificates  of  stock  or  of  indebtedness,  or  any  instrument,  document, 
or  paper  of  any  kind  or  description  whatsoever  mentioned  in  Schedule  A of  this  Act,  and 
he  or  they,  or  any  party  having  an  interest  therein,  shall  be  subsequently  desirous  of  affix- 
ing such  stamp  to  said  instrument,  or,  if  said  instrument  be  lost,  to  a copy  thereof,  he  or 
they  shall  appear  before  the  collector  of  internal  revenue  of  the  proper  district,  who  shall, 
upon  the  payment  of  the  price  of  the  proper  stamp  required  by  law,  and  of  a penalty  of 
ten  dollars,  and,  where  the  whole  amount  of  the  tax  denoted  by  the  stamp  required  shall 
exceed  the  sum  of  fifty  dollars,  on  payment  also  of  interest,  at  the  rate  of  six  per  centum, 
on  said  tax  from  the  day  on  which  such  stamp  ought  to  have  been  affixed,  affix  the  proper 
stamp  to  such  bond,  debenture,  certificate  of  stock  or  of  indebtedness  or  copy,  or  instrument, 
document,  or  paper  of  any  kind  or  description  whatsoever  mentioned  in  Schedule  A of  this 
Act,  and  note  upon  the  margin  thereof  the  date  of  his  so  doing,  and  the  fact  that  such 
penalty  has  been  paid;  and  the  same  shall  thereupon  be  deemed  and  held  to  be  as  valid, 
to  all  intents  and  purposes,  as  if  stamped  when  made  or  issued:  And  provided  further, 

That  where  it  shall  appear  to  said  collector,  upon  oath  or  otherwise,  to  his  satisfaction, 
that  any  such  instrument  has  not  been  duly  stamped,  at  the  time  of  making  or  issuing 
the  same,  by  reason  of  accident,  mistake,  inadvertence,  or  urgent  necessity,  and  without 
any  willful  design  to  defraud  the  United  States  of  the  stamp,  or  to  evade  or  delay  the 
payment  thereof,  then  and  in  such  case,  if  such  instrument,  or,  if  the  original  be  lost,  a 
copy  thereof,  duly  certified  by  the  officer  having  charge  of  any  records  in  which  such  original 
is  required  to  be  recorded,  or  otherwise  duly  proven  to  the  satisfaction  of  the  collector, 
shall,  within  twelve  calendar  months  after  the  making  or  issuing  thereof,  be  brought  to  the 
said  collector  of  internal  revenue  to  be  stamped,  and  the  stamp  tax  chargeable  thereon  shall 
be  paid,  it  shall  be  lawful  for  the  said  collector  to  remit  the  penalty  aforesaid  and  to  cause 
such  instrument  to  be  duly  stamped.  And  when  the  original  instrument,  or  a certified 
or  duly  proven  copy  thereof,  as  aforesaid,  duly  stamped  so  as  to  entitle  the  same  to  be 
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recorded,  shall  be  presented  to  the  clerk,  register,  recorder,  or  other  officer  having  charge 
of  the  original  record,  it  shall  be  lawful  for  such  officer,  upon  the  payment  of  the  fee  legally 
chargeable  for  the  recording  thereof,  to  make  a new  record  thereof,  or  to  note  upon  the 
original  record  the  fact  that  the  error  or  omission  in  the  stamping  of  said  original  instru- 
ment has  been  corrected  pursuant  to  law;  and  the  original  instrument  or  such  certified 
copy,  or  the  record  thereof,  may  be  used  in  all  courts  and  places  in  the  same  manner  and 
with  like  effect  as  if  the  instrument  had  been  originally  stamped:  And  provided  further , 

That  in  all  cases  where  the  party  has  not  affixed  the  stamp  required  by  law  upon  any  such 
instrument  issued,  registered,  sold,  or  transferred  at  a time  when  and  at  a place  where  no 
collection  district  was  established,  it  shall  be  lawful  for  him  or  them,  or  any  party  having 
an  interest  therein,  to  affix  the  proper  stamp  thereto,  or,  if  the  original  be  lost,  to  a copy 
thereof.  But  no  right  acquired  in  good  faith  before  the  stamping  of  such  instrument,  or 
copy  thereof,  as  herein  provided,  if  such  record  be  required  by  law,  shall  in  any  manner  be 
affected  by  such  stamping  as  aforesaid.  (Act  June  13,  1898,  as  amended.) 

3722  Unstamped  Instruments  Not  Admissible  as  Evidence. — Sec.  14.  (Act  June  13, 
1898.)  That  hereafter  no  instrument,  paper  or  document  required  by  law  to  be 

stamped,  which  has  been  signed  or  issued  without  being  duly  stamped,  or  with  a deficient 
stamp,  nor  any  copy  thereof,  shall  be  recorded  or  admitted,  or  used  as  evidence  in  any  court 
until  a legal  stamp  or  stamps,  denoting  the  amount  of  tax,  shall  have  been  affixed  thereto, 
as  prescribed  by  law: 

*.***.  (Act  June  13,  1898.) 

3723  Recording  Unstamped  Instruments. — Sec.  15.  (Act  June  13,  1898.)  That  it 
shall  not  be  lawful  to  record  or  register  any  instrument,  paper,  or  document 

required  by  law  to  be  stamped  unless  a stamp  or  stamps  of  the  proper  amount  shall  have 
been  affixed  and  canceled  in  the  manner  prescribed  by  law;  and  the  record,  registry,  or 
transfer  of  any  such  instruments  upon  which  the  proper  stamp  or  stamps  aforesaid  shall 
not  have  been  affixed  and  canceled  as  aforesaid  shall  not  be  used  in  evidence.  (Act  June 
13,  1898.) 

[Conveyances  to  and  by  Alien  Property  Custodian,  see  1(3607.] 

POWERS  OF  ATTORNEY. 

3724  Assignment  of  Insurance  Policies. — No  stamp  tax  is  imposed  upon  the  power  of 
attorney  contained  in  a transfer  by  assignment,  absolute  or  as  collateral  security, 

of  an  interest  in  a contract  of  insurance,  if  the  power  of  attorney  grants  authority  to  do  or 
perform  only  such  acts  for  or  in  behalf  of  the  assignor  as  are  otherwise  vested  in  the  assignee, 
(T.  D.  2599,  Dec.  3,  1917.) 

PLAYING  CARDS. 

3725  Comment:  [The  Revenue  Act  of  1917  imposed  an  additional  tax  of  5c.  per  pack 
on  playing  cards  making  the  total  tax  7c.  This  has  now  been  increased  to  8c. 

The  procedure  in  1917-1918  when  the  rate  was  increased  from  2c.  to  7c.  is  shown  below.] 

3726  Regulations  Concerning  the  Collection  of  Tax  Imposed  by  Act  of  October  3,  1917, 
on  Playing  Cards,  Affixing  of  Taxpaid  Stamps  of  the  old  Rate,  and  Assessment 

and  Collection  of  Additional  Tax  due  on  and  after  October  4,  1917. — Title  VIII,  Schedule 
A,  Act  of  October  3,  1917,  imposes  upon  every  pack  of  playing  cards  containing  not  more 
than  54  cards,  a tax  of  five  cents  in  addition  to  the  tax  of  two  cents  per  pack  imposed 
by  the  Act  of  August  28,  1894,  which  becomes  effective  and  such  additional  tax  attached 
to  all  playing  cards  manufactured  or  imported  and  sold  or  removed  for  sale  on  and  after 
October  4,  1917.  This  additional  tax  does  not  apply  to  cards  manufactured  and  removed 
taxpaid  prior  to  October  4th  in  the  hands  of  jobbers  and  retail  dealers,  unless  the  packs 
to  which  the  stamps  affixed  have  been  broken  and  the  cards  repacked  in  new  cases,  in 
which  event  the  dealer  so  packing  same  would  be  liable  to  the  tax  as  in  the  case  of  an 
original  manufacturer  under  the  provisions  of  T.  D.  1100. 

Section  1001  [1305  under  “Miscellaneous”]  provides  that  any  person,  corporation, 

3727  or  association  liable  to  any  tax  imposed  under  this  Act,  or  for  the  collection  thereof, 
shall  keep  records  and  render  under  oath  such  statements  and  returns  and  comply 

with  such  regulations  as  the  Commissioner  of  Internal  Revenue  with  the  approval  of  the 
Secretary  of  the  Treasury  may  prescribe. 
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Section  [1311  under  “Miscellaneous”]  provides  that  where  a tax  imposed  under 

3728  this  act,  payable  by  stamps,  is  an  increase  over  existing  rates,  stamps  on  hand  in 
the  offices  of  collectors  and  the  Bureau  of  Internal  Revenue  may  be  used  until  the 

supply  is  exhausted,  and  manufacturers  or  importers  having  such  stamps  on  hand  may  use 
same,  and  the  additional  tax  due  under  this  Act  will  be  assessed. 

Under  authority  of  the  above  sections,  the  following  regulations  are  hereby  pro- 

3729  mulgated: 

Every  manufacturer  and  importer  of  playing  cards  will  render  to  the  collector 

3730  of  the  district  wherein  the  factory  is  located,  a sworn  inventory  in  duplicate  on 
or  before  October  31,  1917,  showing  the  number  of  packs  of  playing  cards,  entering 

separately  the  number  of  stamped  and  unstamped  p icks  on  hand  at  the  beginning  of  busi- 
ness October  4th,  and  likewise  the  number  of  attached  and  unattached  stamps  at  the  rate 
of  two  cents.  These  inventories  may  be  rendered  on  Form  215,  modified  to  suit  the  nature 
of  the  article,  or  in  typewritten  form. 

On  October  31st,  or  within  ten  days  thereafter,  every  manufacturer  or  importer 

3731  will  render  under  oath  in  duplicate,  a return  covering  the  period  October  4th 
to  31st  inclusive,  showing  the  number  of  packs  of  cards  manufactured  or  imported; 

the  number  withdrawn  taxpaid;  the  name  and  address  of  each  person,  firm,  or  corporation 
to  whom  such  cards  may  be  consigned  or  sold;  the  number  and  total  value  at  the  rate  of 
two  cents  of  stamps  affixed,  and  the  additional  tax  of  five  cents  per  pack  due  thereon. 

This  return  will  be  rendered  for  each  subsequent  month  on  the  last  day  thereof, 
3 732  or  on  or  before  the  tenth  day  of  the  succeeding  month,  until  the  supply  [of]  stamps 
at  the  old  rate  on  hand  is  exhausted. 

3733  Forms  for  rendering  these  returns  may  be  obtained  upon  application  to  the 
Collector  of  the  district;  or  manufacturers  or  importers  if  they  so  desire,  may 

make  up  such  monthly  return  upon  the  typewriter,  provided  it  conforms  in  detail  with 
that  prescribed. 

Collectors  will  carefully  verify  these  inventories  and  returns  and  enter  for  assess- 

3734  ment  on  their  lists,  Form  23,  the  additional  tax  at  five  cents  shown  due  from 
manufacturers  or  importers  until  the  stock  of  stamps  at  the  rate  of  two  cents 

held  by  the  taxpayer  has  been  exhausted.  Thereafter  every  manufacturer  and  importer 
will  be  required  to  render  such  return  for  each  month  during  continuance  in  business,  but 
the  additional  tax  will  not  be  noted  thereon  as  all  stamps  purchased  from  the  collector 
on  and  after  October  4th  will  be  sold  and  accounted  for  at  the  new  rate. 

One  copy  of  the  inventory  and  of  each  monthly  return  will  be  forwarded  to  this 

3735  office  by  the  collector  and  the  other  copy  retained  in  his  office. 

On  and  after  October  4th  collectors  selling  stamps  on  hand  of  the  rate  of  two 

3736  cents  will  overprint  same,  require  payment  and  account  therefor  at  the  rate  of 

seven  cents  per  pack,  as  outlined  in  Mim.  1621  of  September  20,  1917.  (T.  D. 

2538,  Oct.  10,  1917.) 

3737  The  additional  tax  of  5c.  per  pack  upon  playing  cards,  imposed  under  sub-division 
13  of  Schedule  A,  became  effective  on  and  after  October  4,  1917,  but  this  additional 

tax  attaches  only  to  playing  cards  manufactured  or  imported  and  sold,  or  removed  for  sale, 
on  and  after  that  date,  and  is  to  be  paid  by  the  manufacturers  or  importers. 

This  additional  tax  does  not  apply  to  taxpaid  stocks  in  the  hands  of  wholesale 

3738  or  retail  dealers  and  such  dealers  may  sell  all  cards  taxpaid  at  2c.  under  the  original 
Act  of  August  28,  1894,  which  they  had  on  hand  on  October  4,  without  incurring 

liability  to  the  additional  tax  of  5c.  per  pack.  (T.  D.  2543,  Oct.  19,  1917.) 

PARCEL  POST  PACKAGES. 

3739  Parcel-Post  Packages  Mailed  to  Porto  Rico. — Parcel-post  packages  mailed  in 
this  country  to  Porto  Rico  and  such  packages  mailed  in  Porto  Rico  to  other  points 

therein  are  not  subject  to  stamp  tax.  (T.  D.  2599,  Dec.  3,  1917.) 

CERTIFICATES  OF  INCORPORATION. 

3740  Contracts  and  Articles  of  Incorporation. — Articles  of  incorporation,  applications 
for  issuance  of  corporate  charters,  and  contracts  for  the  performance  of  services 

are  not  subject  to  stamp  tax.  (T.  D.  2599,  Dec.  3,  1917.) 
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the  Stamp  Taxes  Law  and  all  regulations,  etc.,  relating  thereto, 
to  and  including  page  742,  opposite.  Page  743,  et  seq., 
are  unindexed,  temporarily. 

THE  RUNNING  TABLE  OF  CONTENTS,  on  Supplementary 
Page  16,  at  the  back  of  the  book,  should  be  consulted  for  matter 
temporarily  unindexed.  This  table  consists  of  a list  of  all 
Treasury  Decisions,  etc.,  printed  in  the  Service,  showing 
the  general  subject  covered  by  each  regulation, 
ruling  or  other  matter. 


(TIIE  CORPORATION  TRUST  COMPANY’S  WAR  TAX  SERVICE.) 
STAMP  TAXES. 


THE  INDEX  on  the  blue  sheets  at  the  back  of  the  book  indexes 
the  Stamp  Taxes  Law  and  all  regulations,  etc.,  relating  thereto, 
to  and  including  page  742.  Page  743,  opposite,  et  seq., 
are  unindexed,  temporarily. 

THE  RUNNING  TABLE  OF  CONTENTS  on  Supplementary 
Page  16,  at  the  back  of  the  book,  should  be  consulted  for  matter 
temporarily  unindexed.  This  table  consists  of  a list  of  all 
Treasury  Decisions,  etc.,  printed  in  the  Service,  showing 
in  a general  way,  the  subject  covered  by  each 
regulation,  ruling  or  other  matter. 
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(T.  D.  2795) 

3741  Synopsis  of  Decisions  on  Questions  Arising  under  the  Act  of  October  3,  1917, 

3547  — The  following  synopsis  of  rulings  of  the  Commissioner  of  Internal  Revenue 

on  questions  arising  under  the  war-revenue  act  of  October  3,  1917,  is  published  for 
the  information  of  revenue  officers  and  others  concerned. 

3742  (1)  Drafts  Used  in  Dealing  between  United  States  and  Certain  Possessions. 

3712  — The  general  rule  that  time  drafts  are  subject  to  the  stamp  tax  when  delivered 

within  the  territorial  jurisdiction  of  the  United  States,  and  not  otherwise,  is  appli- 
cable to  time  drafts  used  between  the  territorial  jurisdiction  of  the  United  States  (including 
the  States,  the  District  of  Columbia,  the  Territory  of  Hawaii,  and  the  Territory  of  Alaska), 
and  the  Canal  Zone,  Philippine  Islands,  the  Virgin  Islands  or  Porto  Rico,  whether  covering 
shipments  or  not. 

3743  (2)  Future  Delivery  Sales. — Sales  of  produce  or  merchandise  for  future 

3654  delivery  must  be  made  at  an  exchange  or  board  of  trade  or  other  similar  place  in 

order  for  the  tax  imposed  by  Section  807,  Schedule  A,  Subdivision  5 of  the  Act  of 
October  3,  1917,  to  apply.  A sale  by  a member  of  an  exchange  made  by  mail  or  wire  not 
at  an  exchange  is  not  subject  to  the  tax. 

3744  (3)  Business  Property  Investment  Bond. — A so-called  business  property 
3577  investment  bond,  wherein  it  is  certified  that  the  holder  thereof  is  the  owner  of  an 

interest  in  certain  specified  real  property,  legal  title  to  which  was  previously 
conveyed  to  a trustee,  and  whereby  the  corporation  issuing  the  same  agrees  to  manage 
the  property  and  distribute  the  proceeds  in  a certain  manner,  is  not  subject  to  tax  as  a 
certificate  of  stock. 

3745  (4)  Indemnity  and  Surety  Bonds. — The  stamp  tax  imposed  on  indemnity  and 
3563  surety  bonds  by  Paragraph  2 of  Schedule  A,  Title  VIII  of  the  Act,  applies  to 

indemnity  bonds  made  to  the  Government  to  secure  the  issuance  of  duplicate 
checks  for  allotment  and  allowance  or  other  benefits  under  the  Act  of  October  6,  1917. 

374S  (5)  Failure  to  Stamp  Promissory  Notes  which  are  subject  to  stamp  tax  under 

3503  Subdivision  6,  Schedule  A,  Title  VIII  of  the  Act,  renders  the  maker  and  the  accep- 
tor of  such  notes  separately  liable  under  Section  802,  Subdivision  (a)  of  the  Act. 

374  7 (6)  Passage  Tickets  sold  in  the  United  States  from  Hong  Kong  to  Vancouver, 

5692  not  sold  as  part  of  a round-trip  or  through  ticket  from  a port  in  the  United  States, 
Canada,  or  Mexico,  are  not  subject  to  the  Stamp  tax  imposed  by  Section  807, 
Schedule  A,  Paragraph  10  of  the  Act.  (T.  D.  2795,  signed  by  Commissioner  Daniel  C. 
Roper,  and  dated  February  26,  1919.) 


(T.  D.  2817.) 

3748  Collection  of  Tax  on  Playing  Cards  on  and  after  April  1,  1919,  and 
3542  Monthly  Returns  of  Manufacturers  and  Importers  of  Playing  Cards. 

— 1.  Subdivision  13,  Schedule  A,  Title  XI,  of  the  Revenue  Act  of 
1918,  provides:  “That  there  shall  be  levied,  collected  and  paid  upon  every 
pack  of  playing  cards  containing  not  more  than  fifty-four  cards,  manufac- 
tured or  imported,  and  sold,  or  removed  for  consumption  or  sale,  a tax  of 
8 cents  per  pack.” 

3 749  2.  The  Act  of  August,  28,  1894,  imposed  a tax  of  2 cents  per  pack  on 

playing  cards.  This  was  amended  by  the  Act  of  October  3,  1917, 
which  imposed  an  additional  tax  of  5 cents  per  pack,  or  a total  of  7 cents 
on  each  pack.  The  present  law  amends  the  former  laws  and  provides  a tax 
of  8 cents  per  pack  as  above  noted,  an  increase  of  1 cent  per  pack  over  the 
tax  paid  under  the  Revenue  Act  of  1917. 

3750  3.  Section  1100  H[3500]  of  the  new  Act  makes  this  rate  effective  on 

and  after  April  1,  1919. 
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3751  4.  The  new  rate  of  tax  does  not  apply  to  cards  manufactured  and 
removed,  tax  paid,  prior  to  April  1,  1919,  in  the  hands  of  jobbers  and 

retail  dealers,  unless  the  packs  to  which  the  stamps  affixed  have  been  broken 
and  the  cards  re-packed,  in  which  event,  the  dealer  so  packing  them  would 
be  liable  to  the  tax  as  in  the  case  of  an  original  manufacturer,  under  the 
provision  of  T.  D.  1100. 

3752  5.  Section  1305  [^8002]  provides:  “That  all  administrative,  special 
or  stamp  provisions  of  law,  including  *he  law  relating  to  the  assessment 

of  taxes,  so  far  as  applicable,  are  hereby  extended  to  and  made  a part  of  this 
Act,  and  every  person  liable  to  any  tax  imposed  by  this  Act,  or  for  the  col- 
lection thereof,  shall  keep  such  records  and  render,  under  oath,  such  state- 
ments and  returns,  and  shall  comply  with  such  regulations  as  the  Com- 
missioner, with  the  approval  of  the  Secretary,  may  from  time  to  time  pre- 
scribe. ” 

3753  6.  Section  1311  [^f8015'|  provides:  “That  where  the  rate  of  tax 
imposed  by  this  Act,  payable  by  stamps  is  an  increase  over  previously 

existing  rates,  stamps  on  hand  in  the  collectors’  offices,  and  in  the  Bureau 
of  Internal  Revenue  may  continue  to  be  used  until  the  supply  on  hand  is 
exhausted,  but  shall  be  sold  and  accounted  for  at  the  rates  provided  by  this 
Act,  and  assessment  shall  be  made  against  manufacturers  and  other  tax- 
payers having  such  stamps  on  hand  on  the  day  this  Act  takes  effect  for  the 
difference  between  the  amount  paid  for  such  stamps  and  the  tax  due  at  the 
rates  provided  by  this  Act.” 

3 754  7.  Under  authority  of  the  above  sections,  the  following  regulations 

are  hereby  promulgated: 

3755  8.  Every  manufacturer  or  importer  of  playing  cards  will  render 
to  the  Collector  of  the  district  wherein  the  factory  is  located,  a 

sworn  inventory  in  duplicate  on  or  before  April  30,  1919.  A form  of  inventory 
will  be  furnished  for  this  purpose,  and  the  difference  in  rate  of  tax  of  1 cent 
on  each  attached  and  unattached  stamp  on  hand  as  shown  by  the  inventory, 
should  be  transmitted  to  tKe  Collector  of  Internal  Revenue  with  the  inventory. 

3756  9.  Every  manufacturer  or  importer  of  playin?  cards  will  be  required 
to  render  a monthly  report,  under  oath,  on  Form  749,  in  duplicate, 

showing  the  number  of  cards  on  hand  at  the  first  of  the  month,  the  number 
manufactured  or  received,  likewise  the  number  withdrawn,  tax  paid,  or 
free  of  tax  for  export  or  use  of  the  United  States,  and  the  number  on  hand  at 
the  end  of  the  month,  together  with  like  information  relative  to  the  value 
of  stamps  received  and  used  during  the  month.  The  report  should  be  rendered 
on  the  last  day  of  the  month,  or  on  or  before  the  10th  day  of  the  succeeding 
month.  Blank  returns,  Form  749,  may  be  procured  from  Collectors  of  Internal 
Revenue.  Collectors  will  carefully  verify  these  inventories  and  returns, 
reporting  on  Sales  Tax  lists,  Form  736,  as  advance  collection  amounts  of 
additional  tax  forwarded  with  inventories.  If  the  tax  shown  to  be  due  does 
not  accompany  inventory,  the  name  of  the  manufacturer  or  importer  should 
nevertheless  be  reported  on  the  list  for  assessment  in  column  4.  These  tax- 
payers will  be  entered  as  a separate  class  on  the  last  sheets  of  Form  736, 
assessment  list  Sales  Tax  Division,  beginning  as  heretofore  instructed  at 
the  top  of  the  left  hand  page  of  the  new  sheet. 

3757  10.  One  copy  of  the  inventory  and  of  each  monthly  return  as  rendered, 
will  be  forwarded  to  this  office  by  the  Collector,  and  the  other  copy 

retained  in  his  office.  If  it  is  necessary  to  make  any  corrections  or  changes 
in  the  inventories  or  returns,  such  corrections  should  be  made  on  a separate 
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sheet  securely  attached  to  the  inventory  or  Teturn,  andjnot  on  the  face 
thereof. 

3758  11.  On  and  after  April  1,  1919,  Collectors  selling  stamps  on  hand  of 
the  old  rate,  will  overprint  same  with  the  words,  “Revenue  Act  of 

191 8,”  require  payment,  and  account  therefor  at  the  rate  of  8 cents  per  stamp. 

3759  12.  Overprinting  on  the  new  class  A stamps  now  being  furnished  for 
playing  cards  will  not  be  necessary,  as  such  stamps  do  not  show  the 

rate  of  tax. 

3760  13.  It  is  not  to  be  understood  that  these  regulations  revoke  or  in  any 
way  affect  prior  Treasury  decisions  or  rulings  of  the  Department, 

covering  points  involved  under  this  or  prior  acts,  except  in  cases  where  such 
previous  rulings  conflict  with  these  regulations. 

3761  14.  Attention  is  called  to  the  following  penalties  imposed  by  the  Act 
of  August  28,  1894,  for  failure  to  observe  provisions  of  the  statute. 

3762  15.  Section  39.  Adhesive  stamps  to  be  affixed  to  each  package,  and 
canceled  by  the  person  using  the  stamp.  Penalty,  $50.00. 

3763  16.  Section  40.  Manufacturer  to  register  with  the  collector  of  the 
district.  Failure  to  register,  penalty  $50.00. 

3764  17.  Section  42.  Penalty  for  counterfeiting,  defacing,  or  removing 
stamp  or  illegal  use  of  the  same,  fine  of  $1,000.00,  5 years’  imprison- 
ment, or  both,  at  the  discretion  of  the  court. 

3765  18.  Section  43.  Penalty  for  removal  or  sale  of  playing  cards  (except 
for  export)  without  having  stamp  affixed,  $50.00. 

3766  19.  Section  44.  Manufacturer  removing  or  reusing  any  stamp, 
wrapper,  or  cover  for  the  purpose  of  evading  the  tax  liable  to  a fine 

of  $50.00  and  forfeiture. 

3767  20.  Section  45.  Penalty  for  selling  or  exposing  for  sale,  removing, 
or  concealing  playing  cards  without  having  affixed  the  stamp  there- 
to, $50.00  and  forfeiture.  (T.  D.  2817,  signed  by  Commissioner  Daniel 
C.  Roper,  and  dated  April  2,  1919.) 


3768  Food  Administration  Grain  Corporation  Notes. — Promissory  notes 
3534  issued  by  Food  Administration  Grain  Corporation  are  subject  to 
stamp  tax.  (Telegram  to  The  Corporation  Trust  Company,  signed 
by  Commissioner  Daniel  C.  Roper,  and  dated  April  10,  1919.) 


3769  Time  Drafts  Originating  and  Delivered  Abroad.— Are  time  drafts 
3534  originating  and  mailed  from  abroad  subject  to  tax  on  arrival  in 
United  States,  whether  the  drafts  are  afterward  accepted  or  not? 
If  not  taxable  on  arrival,  does  the  tax  apply  only  when  accepted  and  should 
the  tax  be  paid  by  acceptor  or  holder?  Answer  our  expense.  (Answer) 
Time  drafts  originating  and  mailed  from  abroad  are  subject  to  stamp  tax 
when  accepted  in  United  States.  Duty  rests  primarily  upon  the  maker 
or  holder  to  affix  stamp  yet  the  acceptor  is  equally  liable.  (Telegram  from 
the  Irving  National  Bank,  New  York,  and  the  reply  thereto  signed  by  Com- 
missioner Daniel  C.  Roper,  and  dated  April  14,  1919.) 
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3770  Conveyances:  Subsidiaries  to  Parent  Corporation  for  Nominal 
3536  Consideration. — Receipt  is  acknowledged  of  your  letter  of  March 

24,  relative  to  stamp  tax  imposed  upon  deeds  of  conveyance.  If  It 

appears  that  the  Company  conducts  several  of  its  operations 

through  subsidiary  companies,  all  of  the  stock  of  which  it  owns.  Recently 
it  has  decided  to  dissolve  some  of  these  subsidiaries  and  to  carry  on  their 
operations  directly.  Deeds  of  conveyance  transferring  the  real  estate  have 
been  prepared  for  a nominal  consideration,  but  no  actual  consideration 
passes  to  the  grantor  subsidiary  from  the  grantee-parent  corporation.  IfYou 
are  advised  that  the  deeds  of  conveyance  in  question  are  not  subject  to 
stamp  tax  under  Subdivision  7,  Schedule  A,  Act  of  1918,  provided  that  no 
valuable  consideration  passed  from  the  grantee  to  the  grantor.  (Letter  to 
The  Corporation  Trust  Company,  signed  by  Acting  Commissioner  J.  H. 
Callan,  and  dated  April  18,  1919.) 

(T.  D.  2825) 

3771  Collection  of  Stamp  Taxes  upon  Premiums  charged  for  the  Issuance, 
3521  Execution,  Renewal  or  Continuance  of  Bonds  or  Policies  Described 

in  Subdivision  2 of  Schedule  A under  Title  XI  of  the  Revenue  Act 
of  1918. — Subdivision  2 of  Schedule  A under  Title  XI — Stamp  Taxes  of  the 
Revenue  Act  of  1918  provides  [1f3521]: 

377  2 The  tax  imposed  by  the  foregoing  provision  attaches  upon  all  bonds 
executed  for  indemnifying  any  person  who  shall  have  become  bound 
or  engaged  as  surety,  and  on  all  bonds  executed  for  the  due  execution  or  per- 
formance of  any  contract,  obligation,  or  requirement,  or  the  duties  of  any 
office  or  position,  and  to  account  for  any  money  received  by  virtue  thereof, 
upon  all  policies  of  guaranty  and  fidelity  insurance,  including  policies  guar- 
anteeing titles  to  real  estate  and  mortgage  guarantee  policies,  and  on  all 
other  bonds  of  any  description,  not  otherwise  provided  for  in  Schedule  A 
under  Title  XI  of  the  Revenue  Act  of  1918,  except  such  as  may  be  required 
in  legal  proceedings,  executed  or  issued  on  or  after  April  1,  1919,  and  also 
upon  premiums  charged  upon  such  bonds  or  policies  theretofore  issued  which 
are  paid  for  the  purpose  of  renewing  or  continuing  in  force  such  bonds  or 
policies  beyond  the  date  of  March  31,  1919. 

3773  Where  a premium  is  charged  upon  any  bond  or  policy  designated  in 
said  subdivision  2 of  Schedule  A under  Title  XI  of  the  Revenue  Act 

of  1918,  executed  or  issued  on  or  after  April  1,  1919,  a statement  must  be  made 
on  the  face  of  the  bond  or  policy  showing  the  rate  and  amount  of  premium 
charged  and  bonding  companies  or  other  persons  executing  such  bonds 
or  policies  must  affix  thereto  the  necessary  amount  of  United  States  internal- 
revenue  stamps,  based  upon  the  premium  charged,  cancelling  the  same. 

3774  Where  a premium  is  paid  after  April  1,  1919,  for  the  issuance  or 
execution  after  said  date,  or  for  the  renewing  or  the  continuing 

in  force  after  said  date,  regardless  of  the  date  of  original  issuance  or  execution, 
of  any  bond  or  policy  designated  in  said  subdivision  2,  Schedule  A,  under 
Title  XI,  of  the  Revenue  Act  of  1918,  the  tax  due  upon  such  premium  pay- 
ment must  be  paid  by  United  States  internal-revenue  stamps.  The  renewal 
or  continuance  certificates  or  other  papers  showing  the  renewal  or  continuance 
of  such  bonds  or  policies  or  the  receipts  or  other  papers  showing  the  payment 
of  such  premiums  must  contain  on  the  face  thereof  a statement  showing  the 
rate  and  amount  of  the  premium  charged  and  collected,  and  the  bonding 
companies  or  other  persons  issuing  or  executing  such  certificates,  receipts,  or 
papers  must  affix  thereto  the  necessary  amount  of  United  States  internal- 
revenue  stamps  based  upon  the  premium  charged,  cancelling  the  same. 
(T.  D.  2825,  signed  by  Commissioner  Daniel  C.  Roper,  and  dated  April  28, 
1919.) 
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3775  Stamps  to  be  Affixed  to  Collateral  Trust  Notes  and  not  to  Trust 
3520  Indenture. — On  issue  corporate  collateral  trust  notes  is  it  permissible 
to  affix  internal  revenue  stamps  to  trust  indenture  and  state  oil 
individual  notes  following — “Tax  imposed  on  the  issue  hereof  by  act  of 
Congress  has  been  paid  stamps  having  been  attached  to  the  indenture  men- 
tioned herein.”  Please  telegraph  answer  collect.  (Answer.)  Revenue 
stamps  must  be  affixed  to  collateral  trust  notes  and  not  to  trust  indenture. 
(Telegram  of  inquiry  from  Curtis,  Mallet-Prevost  & Colt,  New  York,  N.  Y., 
and  the  answer  thereto,  signed  by  Commissioner  Daniel  C.  Roper,  and  dated 
April  30,  1919.)  [Note  the  ruling  at  ^[3777  below.] 


3776  No  Stamps  Required  on  Promissory  Notes  Secured  by  Certificates 
3535  of  Indebtedness  issued  by  Director  General  of  Railroads. — Receipt 
is  acknowledged  of  your  letter  of  April  7,  inclosing  copy  of  a cer- 
tificate of  indebtedness  issued  by  Director  General  of  Railroads,  and  your 
letter  of  April  30.  ^[The  certificate  inclosed  recites  that  the  Director  General 
is  indebted  to  a certain  railroad  in  a certain  sum;  that  he  promises  to  pay 
such  sum  in  any  event  and  as  soon  as  he  shall  have  funds  available,  whether 
received  by  appropriation  of  Congress  or  from  the  operation  of  the  railroads. 
The  Director  General  certifies  that  no  defense  at  law  or  in  equity  exists 
or  will  be  offered  by  him  or  any  successor  in  office,  or  by  the  United  States  or 
any  person  acting  under  him  or  them.  ^[You  are  advised  promissory  notes 
secured  by  the  certificate  of  indebtedness  referred  to  issued  by  the  Director 
General  of  Railroads  are  not  subject  to  stamp  tax  under  subdivision  6, 
Schedule  “A,”  Revenue  Act  of  1918,  provided  the  par  value  of  such  cer- 
tificate of  indebtedness  is  not  less  than  the  amount  of  such  notes.  (Letter 
to  Lehigh  Valley  Railroad  Company,  New  York,  N.  Y.,  signed  by  Deputy 
Commissioner  John  E.  Walker,  and  dated  May  10,  1919.) 


3777  Stamps  may  be  Affixed  either  to  Trust  Indenture  or  to  the  Bonds- 
3520  Receipt  is  acknowledged  of  your  letter  of  May  23,  1919,  requesting 
3775  a ruling  as  to  the  stamping  of  bonds  or  indentures  under  Schedule 

A,  Paragraph  1 of  the  Revenue  Act  of  1918. 

3778  The  question  you  have  raised  is  whether  Internal  Revenue  stamps 
should  be  affixed  to  the  bonds  or  to  the  trust  indentures,  and  in 

reply ’you  are  advised  it  is  held  by  this  office  that  such  stamps  may  be  affixed 
either  to  the  trust  indentures  or  to  the  bonds,  this  being  optional  with  the 
person  who  issues  the  bonds,  provided  that  where  bonds  are  issued  over 
a term  of  years,  and  new  bonds  are  subsequently  issued,  the  proper  amount 
of  stamps  shall  be  affixed  to  the  trust  indenture  covering  each  such  new 
issue.  Where  stamps  are  affixed  to  a trust  indenture  instead  of  to  the  bonds, 
a proper  notation  to  the  effect  that  these  stamps  have  been  so  affixed,  and 
in  the  proper  amount,  should  be  printed  on  the  face  of  each  bond  so  issued. 
(Letter  to  The  Corporation  Trust  Company,  signed  by  Commissioner  Daniel 
C.  Roper,  and  dated  May  24,  1919.) 
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[See  Paragraphs  3812-3814.] 

REGULATIONS  NO.  55. 

[Released  June  19,  1919.] 

STAMP  TAXES  ON  DOCUMENTS 

(Except  of  issue,  sales  and  transfers  of  certificates  of  stock  and  sales  of 
products  for  future  delivery.) 

Imposed  by 

Title  XI  of  the  Revenue  Act  of  1918. 

REGULATIONS— STAMP  TAXES. 

3779  Title  XI,  Revenue  Act  of  1918,  imposing  stamp  taxes  is  effective 
3500  on  and  after  April  1,  1919.  See  section  1100. 

BONDS,  DEBENTURES,  AND  CERTIFICATES  OF  INDEBTEDNESS. 

3780  Article  1.  Delivery  essential  to  issue. — Delivery  is  essential  to 
3520  constitute  an  issue  of  bonds. 

3781  Art.  2.  “Foregoing”  defined. — The  word  “foregoing”  in  Schedule 
Al,  is  held  to  apply  to  the  class  of  instruments  listed  therein,  re- 
gardless of  whether  issued  prior  to,  or  after  April  1,  1919,  and  not  merely  to 
instruments  issued  on  or  after  April  1,  1919. 

3782  Art.  3.  Bonds  accompanying  real  estate  mortgages. — Bonds 
accompanying  real  estate  mortgages  are  taxable  as  bonds  of  in- 
debtedness upon  the  amount  secured  and  not  as  bonds  of  indemnity  under 
Schedule  A2  [Paragraph  3521]. 

3783  Art.  4.  Bond  renewed  by  agreement  extending  mortgage. — An 

agreement  extending  a mortgage  upon  maturity,  where  a bond  is 
secured  by  the  mortgage  and  such  agreement  operates  to  renew  the  bond, 
subjects  the  latter  to  stamp  tax  as  a renewal. 

3784  Art.  5.  Agreement  extending  maturity  of  mortgage  bond;  ad- 
ditional bond. — An  agreement  between  the  holder  of  a bond  and  the 

present  owner  of  a parcel  of  real  estate,  extending  maturity  of  a mortgage 
bond  executed  by  a former  owner,  operates  as  a renewal  and  such  renewal 
is  subject  to  tax.  If  in  addition  a new  bond  is  given  for  the  same  in- 
debtedness, it  also  is  subject  to  tax. 

3785  Art.  6.  Stamps  may  be  affixed  to  bonds  or  indenture;  bonds  to 
bear  legend. — The  necessary  revenue  stamps  may  be  affixed  either 

to  the  bonds  or  to  the  indenture  under  which  the  bonds  are  issued.  If  the 
stamps  are  affixed  to  the  indenture  the  bonds  must  bear  a legend  showing 
that  the  proper  revenue  stamps  have  been  affixed  to  the  indenture  and  duly 
canceled.  If  the  indenture  provides  for  the  issue  of  bonds  over  a period  of 
years,  the  necessary  stamps  may  be  affixed  at  the  time  of  each  issue. 

3786  Art.  7.  Interim  certificates  and  temporary  bonds. — Interim  certifi- 
cates or  temporary  bonds  issued  in  lieu  of  definite  bonds  are  tax- 
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able,  but  no  additional  tax  is  required  upon  the  issue  of  the  permanent  or 
definitive  bonds,  which,  however,  should  bear  notation  of  the  fact  that 
stamps  in  the  proper  amount  were  duly  attached  to  the  interim  certificates. 

3787  Art.  8.  Instruments  issued  by  corporations  in  numbers,  under  a 
trust  indenture,  are  bonds. — Instruments  containing  the  essential 

features  of  a promissory  note,  but  issued  by  corporations  in  series,  secured  by 
a trust  indenture,  either  in  registered  form  or  with  coupons  attached, 
embodying  provisions  for  acceleration  of  maturity  in  the  event  of  any 
default  by  the  obligor,  for  optional  registration  in  the  case  of  bearer  bonds, 
for  authentication  by  the  trustee,  and  in  some  instances  for  redemption 
before  maturity,  or  similar  provisions,  are  bonds  within  the  meaning  of  the 
statute,  whether  called  bonds,  debentures,  or  notes. 

3788  Art.  9.  Scrip-dividend  certificates  or  warrants. — Scrip-dividend 
certificates  or  warrants  are  taxable  as  certificates  of  indebtedness. 

3789  Art.  10.  Instrument  styled  a bond  and  under  seal  a bond,  unless. — 

An  instrument  which  is  styled  a “bond”  and  which  is  under  seal 
should  be  held  subject  to  tax  as  a bond  unlessjtjs  shown  affirmatively  that 
it  is  not  a bond. 

3790  Art.  11.  Business  property  investment  bond. — A business  property 
investment  bond  wherein  it  is  certified  that  the  holder  thereof  is  the 

owner  of  an  interest  in  certain  specified  real  property,  legal  title  to  which 
has  previously  been  conveyed  to  a trustee,  and  whereby  the  corporation 
issuing  the  same  agrees  to  manage  the  property  and  distribute  the  proceeds 
in  a certain  manner,  is  not  subject  to  tax  as  a bond,  debenture,  or  certificate 
of  indebtedness,  but  as  a certificate  of  interest  in  property. 

3791  Art.  12.  Instrument  assigning  interest  in  bond. — An  instrument 
which  merely  represents  an  assignment  of  interest  in  a bond  accom- 
panying a^mortgage  is  not  taxable. 

3#2  Art.  13.  Certificates  of  deposit;  Morris-plan  banks. — Any  in- 
strument which  is  actually  a certificate  of  deposit  issued  by  a bank 
is  exempt  from  stamp  tax,  regardless  of  whether  it  is  negotiable  or  non- 
negotiable  or  whether  it  is  payable  on  demand  or  at  some  specified  time. 
Certificates  of  deposit  issued  by  banks  or  organizations  operating  upon  the 
Morris  plan  are  not  subject  to  stamp  tax. 

3793  Art.  14.  Conditional  bills  of  sale. — Conditional  bills  of  sale  used  in 
sale  of  merchandise  on  the  installment  plan  are  not  certificates  of  in- 
debtedness within  the  meaning  of  Schedule  Al  and  are  not  subject  to 
stamp  tax,  unless  in  the  form  of  promissory  notes. 

3794  Art.  15.  Certificates  of  indebtedness  issued  by  receivers. — A 

certificate  of  indebtedness  issued  under  order  of  a Federal  court  by 
receiver  is^subject  toJ:ax. 

3795  Art.  16.  Bonds  of  indebtedness  executed  and  delivered  as  security. 

— The  tax  applies  to  bonds  of  indebtedness  executed  by  the  obligor 
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and  delivered  to  a bank  or  trust  company  as  security  for  the  payment  of  an 
obligation. 

3796  Art.  17.  Bonds  executed  in  Canada  and  delivered  in  the  United 
States. — Bonds  executed  in  Canada  by  a Canadian  corporation, 

certified  to  by  a trustee  in  the  United  States,  given  for  part  of  the  purchase 
price  of  timber  located  in  Canada,  and  delivered  in  the  United  States  are 
subject  to  tax. 

3797  Art.  18.  Bonds  issued  in  satisfaction  of  insurance  policies. — Bonds 

issued  by  life  insurance  companies  in  satisfaction  of  insurance 
policies  are  subject  to  tax. 

3798  Art.  19.  Bonds  issued  by  school  districts. — Bonds  issued  by  school 
districts  for  school  purposes  are  exempt  from  tax. 

BONDS,  INDEMNITY  AND  SURETY. 

3799  Art.  20.  Guaranty  under  seal. — A guaranty  under  seal  of  the  per- 
3521  formance  of  the  conditions  of  a contract  by  persons  not  parties 

thereto  is  taxable  as  a bond. 

3800  Art.  21.  Bonds  of  brewers,  etc.;  notation  to  be  made  on  dupli- 
cates.— Bonds  of  brewers,  manufacturers  of  oleomargarine,  to- 
bacco and  cigars,  also  distiller’s  annual  and  warehousing  bonds,  and  trans- 
portation bonds,  are  required  to  be  stamped.  Where  these  bonds  are 
required  by  law  to  be  made  in  duplicate  or  triplicate,  only  the  original  is 
required  to  be  stamped,  and  on  the  duplicates  and  triplicates  a memorandum 
must  be  made  stating  that  the  tax  has  been  paid  by  stamp  attached  to  the 
original  bond.  Copies  of  distiller’s  bonds  forwarded  to  this  office  for  office 
use  need  not  be_stamped. 

3801  Art.  22.  Guarantee  title  insurance  policies. — Guarantee  title 
insurance  policies  or  contracts  of  guarantee  title  insurance  compan- 
ies, insuring  against  loss  by  reason  of  defect  of  title,  are  taxable  as  policies 
of  guaranty  insurance. 

3802  Art.  23.  Indemnity  and  fidelity  bonds  and  premiums  thereon. — 

All  bonds  executed  for  indemnifying  any  person  who  shall  have  become 
bound  or  engaged  as  surety,  and  all  bonds  executed  for  the  due  execution 
or  performance  of  any  contract,  obligation,  or  requirement,  or  the  duties  of 
any  office  or  position,  and  to  account  for  any  money  received  by  virtue 
thereof,  and  all  policies  of  guaranty  and  fidelity  insurance,  including  policies 
guaranteeing  titles  to  real  estate  and  mortgage  guaranty  policies,  and  all 
other  bonds  of  any  description  not  otherwise  provided  for  in  Schedule  A, 
Title  XI,  revenue  act  of  1918,  except  such  as  may  be  required  in  legal 
proceedings,  executed  on  or  after  April  1,  1919,  and  also  the  premiums 
charged  upon  such  bonds  or  policies  heretofore  issued,  which  are  paid  for 
the  purpose  of  renewing  or  continuing  such  bonds  or  policies  in  force  beyond 
the  date  of  March  31,  1919,  are  subject  to  tax. 
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3803  Art.  24.  Rate  and  amount  of  premium^charged^to  be'shown  on 
face  of  bond  or  policy. — Where  a premium  is  charged  upon  any 

bond  or  policy  designated  in  Schedule  A2,  executed  or  issued  on  or  after 
April  1,  1919,  a statement  must  be  made  on  the  face  of  the  bond  or  policy 
showing  the  rate  and  amount  of  premium  charged,  and  bonding  companies 
or  other  persons  executing  such  bonds  or  policies  must  affix  thereto  the 
necessary  amount  of  stamps,  based  upon  the  premium  charged,  canceling 
the  same. 

3804  Art.  25.  What  premiums  taxable ; notation  to  be  made  on  renewal 
or  continuance  certificates  and  stamps  to  be  affixed  thereto. — 

Where  a premium  is  paid  after  April  1,  1919,  for  the  issuance  or  execution 
after  said  date,  or  for  the  renewing  or  the  continuing  in  force  after  said 
date,  regardless  of  the  date  of  original  issuance  or  execution,  of  any  bond  or 
policy  designated  in  Schedule  A2,  the  tax  due  upon  such  premium  payment 
must  be  paid  by  internal-revenue  stamps.  The  renewal  or  continuance 
certificate  or  other  paper  showing  the  renewal  or  continuance  of  such  bond 
or  policy  or  the  receipt  or  other  paper  showing  the  payment  of  any  premium 
or  charge  for  the  renewal  or  continuance  of  such  bond  or  policy  must  contain 
on  the  face  thereof  a statement  showing  the  rate  and  amount  of  the  premium 
charged  and  collected,  and  the  bonding  company  or  other  person  issuing  or 
executing  such  certificate,  receipt,  or  paper  must  affix  thereto  the  necessary 
amount  of  stamps  based  upon  the  premium  charged,  canceling  the  same. 

3805  Art.  26.  Agreements  to  build;  bonds  for  faithful  performance  of 
contract. — Mere  agreements  to  build  houses  are  not  taxable,  but  if 

bonds  are  included  for  the  faithful  performance  of  the  work  or  contracts, 
they  are  subject  to  tax  as  indemnity  or  surety  bonds. 

3806  Art.  27.  Bonds  required  in  legal  proceedings. — Bonds  “required  in 
legal  proceedings”  are  exempt  from  stamp  tax.  These  include  at- 
tachment bonds,  injunction  bonds,  bonds  to  stay  proceedings,  bonds  on 
appeal  or  writ  of  error,  bonds  for  costs,  recognizances,  supersedeas  bonds; 
also  official  bonds  of  trustees,  receivers  or  referees  in  bankruptcy  and  other 
court  receivers,  assignees,  executors,  administrators,  and  guardians. 

3807^ Art.  28.  Bonds  of  public  officials. — Bonds  given  by  officials  of  a 
State,  township,  county,  or  village,  for  the  faithful  performance  of 
duties,  and  bonds  given  to  the  same  political  subdivisions  covering  con- 
tracts for  governmental  purposes  or  for  the  protection  of  the  State,  town- 
ship, county,  village,  or  municipality,  are  not  subject  to  the  stamp  tax. 
This  ruling  does  not  apply  to  bonds  otherwise  taxable  given  to  the  Federal 
Government  for  any  purpose.  This  exemption  is  construed  as  applying  to 
bonds  of  notaries  public. 

3808  Art.  29.  Bonds  of  depositaries  designated  by  court. — Bonds  of 
depositaries  designated  by  the  United  States  District  Court  for  the 

keeping  of  bankruptcy  estates’  moneys  are  likewise  not  taxable. 

3809  Art.  30.  Bonds  of  warehousemen  and  jitney-buss  owners. — 

Bonds  required  by  a State  statute  from  warehousemen  and  owners 
of  jitney  busses  running  in  favor  of  the  State  are  not  subject  to  the  tax. 
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381  o Art.  31.  Agreements  to  hold  harmless,  not  under  seal  and  without 

surety. — Applications  addressed  to  surety  and  fidelity  companies 
wherein  the  applicant  agrees  to  indemnify  the  surety  company  in  case  of  loss 
under  the  bond  applied  for,  agreements  executed  by  shippers  undertaking 
to  hold  railroads  harmless  on  account  of  any  loss  occuring  by  reason  of  the 
payment  of  claims  against  such  railroads  without  the  presentation  of  original 
bills  of  lad  ing,  etc.,  agreements  executed  by  depositors  of  banks  and  institu- 
tions of  a similar  character,  agreeing  to  hold  such  institutions  harmless  on 
account  of  the  payment  to  depositors  of  sums  covered  by  pass  books  or 
checks  and  drafts,  etc.,  which  have  been  lost,  and  other  instruments  of 
similar  character  and  scope,  not  under  seal  and  without  surety,  which  impose 
upon  those  executing  them  no  liability  other  than  that  which  would  be 
automatically  imposed  upon  them  by  operation  of  law,  are  not  subject  to 
stamp  tax.  It  must,  however,  be  clearly  understood  that  any  form  of 
agreement  of  indemnification  to  which  sureties  are  parties  is  taxable  as  an 
indemnity  bond. 

381 1 Art.  32.  Amount  of  the  tax. — If  no  premium  is  charged,  the  tax  is 
50  cents;  if  a premium  is  charged,  the  tax  is  1 cent  on  each  dollar  or 

fractional  part  thereof  of  such  premium. 

CAPITAL  STOCK,  ISSUE. 

3812  Schedule  A 3.  (See  Regulations  No.  40,  Revised  1919,  covering 
35 22  this  subject.)  [Not  yet  issued,  Tune  19,  1919.1 

3610 

SALES  AND  TRANSFERS  OF  CERTIFICATES  OF  STOCK. 

3813  Schedule  A 4.  (See  Regulations  No.  40,  Revised  1919,  covering 
3524  this  subject.)  [Not  yet  issued,  June  19,  1919.1 

3610 

SALES  OF  PRODUCTS  FOR  FUTURE  DELIVERY. 

3814  Schedule  A 5.  (See  Regulations  No.  40,  Revised  1919,  covering 
3529  this  subject.)  [Not  yet  issued,  June  19,  1919.] 

3654 

DRAFTS,  CHECKS,  AND  PROMISSORY  NOTES. 

3815  Art.  33.  Drafts  and  checks  payable  otherwise  than  at  sight  or  on 

3534  demand. — Drafts  and  checks  payable  otherwise  than  at  sight  or  on 
demand  become  subject  to  stamp  tax  if  delivered  or  accepted  within  the 
United  States. 

38 1 s Art.  34.  Time  draft  or  check  taxable  on  acceptance  or  delivery. — A 

time  draft  or  check  becomes  subject  to  tax  concurrently  with  its 
acceptance  or  delivery,  whichever  is  prior,  within  the  territorial  juris- 
diction of  the  United  States,  which  includes  the  States,  District  of  Columbia, 
Hawaii,  and  Alaska. 

3817  Art.  35.  Drawee,  payee,  or  indorsee  to  see  that  tax  is  paid. — The 

drawee,  payee,  or  indorsee  should  see  that  the  tax  is  paid  before  or  at 
the  time  of  acceptance  or  delivery.  The  question  of  who  shall  pay  for  the 
stamp  is  a matter  for  adjustment  between  the  parties. 
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3818  Art.  36.  Draft  drawn  abroad  on  foreign  drawee  with  foreign  payee. 

— If  a draft  drawn  abroad  on  a foreign  drawee  with  a foreign  payee 
passes  through  a bank  here  in  the  course  of  collection,  no  tax  is  payable 
unless  it  should  be  delivered  by  an  agent  of  the  drawer  to  an  agent  of  the 
payee  within  the  United  States. 

3819  Art.  37.  Liability  to  tax  determined  by  form  or  face  of  check  or 
draft. — The  liability  of  drafts  or  checks  to  stamp  tax  as  well  as  the 

amount  of  such  tax  is  determined  by  their  form  and  face  and  can  not  be 
affected  by  proof  of  facts  or  instructions  outside  of  the  drafts  or  checks.  A 
draft  expressed  to  be  payable  at  sight  on  “arrival  of  car,”  or  embodying  a 
memorandum  to  hold  until  arrival  of  car,  is  taxable.  A sight  draft  ac- 
companied by  instructions  outside  the  instrument  deferring  time  of  pay- 
ment is  not  taxable. 

3820  Art.  38.  Draft  accepted  for  payment  at  future  date. — A draft 

stating  no  time  for  payment  which  is  accepted  for  payment  at  a 
certain  future  date  is  taxable  upon  such  acceptance  as  a time  draft. 

3821  Art.  39.  Trade  acceptances. — So-called  “trade  acceptances”  are 
taxable  in  the  same  manner  as  ordinary  time  drafts. 

3822  Art.  40.  Drafts  against  actual  shipment. — Drafts  directly  against 
an  actual  shipment  are  taxable  in  the  same  manner  as  other  domestic 

time  drafts. 

3823  Art.  41.  Time  draft  covering  exports  to  foreign  country. — A time 
draft  directly  covering  exports  to  a foreign  country  and  which  con- 
stitutes an  inherent,  necessary,  and  bona  fide  part  of  the  actual  process  of 
exportation  is  exempt  from  stamp  tax.  This  exemption  does  not  depend 
on  whether  or  not  the  time  which  the  draft  has  to  run  will  expire  before  or 
after  the  ocean^  shipment.  Time  drafts  drawn  against  the  proceeds  of  the 
foregoing  draft jire  subject  to  stamp  tax. 

3824  Art.  42.  Time  draft  to  secure  purchase  money. — A time  draft 
drawn  on  a domestic  bank  for  the  purpose  of  securing  money  to 

purchase  goods  to  be  exported  is  subject  to  tax  regardless  of  the  fact  that  a 
contract  for  the  sale  of  the  goods  existed  at  the  time  the  draft  is  drawn. 

3825  Art.  43.  Time  drafts  covering  period  of  transit  to  seaboard. — 

Time  drafts  drawn  on  domestic  banks  against  export  shipments 
delivered  to  the  first  carrier  for  transportation,  covering  the  period  of  transit 
from  the  interior  point  to  the  seaboard,  are  not  subject  to  tax. 

3826  Art.  44.  Time  drafts  payable  in  foreign  countries. — Time  drafts  not 
covering  exports  drawn  and  delivered  or  accepted  in  the  United 

States  and  payable  in  foreign  countries  are  taxable. 

3827  Art.  45.  Time  drafts  covering  shipments  to  Canal  Zone. — Stamp 
tax  attaches  to  time  drafts  covering  articles  shipped  from  the  United 

States,  Hawaii,  and  Alaska  to  Canal  Zone,  if  the  drafts  are  delivered  within 
the  United  States,  Hawaii,  or  Alaska. 
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3828  Art.  46.  Time  drafts  covering  shipments  to  Virgin  Islands,  Philip- 
pines, and  Porto  Rico. — Stamp  tax  does  not  attach  to  time  drafts 

covering  shipments  to  the  Virgin  Islands,  Philippines,  and  Porto  Rico, 
because  of  express  legislation  exempting  shipments  to  these  dependencies. 

3829  Art.  47.  Time  drafts  covering  shipments  from  Virgin  Islands, 
Philippines,  and  Porto  Rico. — Time  drafts  drawn  against  shipments 

from  the  Virgin  Islands,  the  Philippines,  and  Porto  Rico,  into  the  United 
States,  are  subject  to  stamp  tax  if  delivery  or  acceptance  of  said  drafts  first 
takes  place  within  the  United  States,  Alaska,  or  Hawaii. 

3830  Art.  48.  “Promissory  note’^defined. — A promissory  note  is  an  un- 
conditional promise  in  writing  made  by  one  person  to  another  signed 

by  the  maker  engaging  to  pay  on  demand  or  at  a fixed  or  determinable 
future  time,  a sum  certain  in  money  to  such  other  person  or  to  order  or  to 
bearer,  free  from  restrictions  as  to  registration  or  transfer  and  usually  with- 
out coupons. 

3831  Art.  49.  Notes  payable  on  demand  promissory  notes. — The  term 

“promissory  notes,”  as  used  in  this  Schedule,  includes  those  payable 
on  demand. 

3832  Art.  50.  Promissory  notes  given  as  security. — Promissory  notes 
given  for  security  only  are  subject  to  tax. 

3833  Art.  51.  Renewal  of  promissory  note  taxable. — Each  renewal  of  a 
promissory  note  is  taxable.  Any  writing  or  instrument  however 

designated  which  operates  as  a renewal  of  a promissory  note  is  taxable. 

3834  Art.  52*  Extension  or  renewal  of  promissory  note  by  extension  of 
mortgage  by  which  secured. — Where  a contract  or  agreement  ex- 
tending either  a chattel  or  real  estate  mortgage  operates  to  extend  or  renew 
a promissory  nfote  secured  by  the  mortgage,  the  renewal  of  such  note  is 
taxable. 

3835  Art.  53.  Promissory  note  secured  by  joint-stock  land  bank 
mortgage. — Promissory  notes  accompanying  mortgages  of  joint- 

stock  land  banks  are  taxable. 

3836  Art.  54.  Promissory  notes  issued  by  foreign  governments. — 

Promissory  notes  issued  directly  by  foreign  governments  and  placed 
in  this  country  for  sale  are  exempt  from  stamp  tax. 

3837  Art.  55.  Promissory  notes  secured  by  obligations  of  the  United 
States. — Promissory  notes  secured  by  United  States  bonds  and 

obligations  issued  after  April  24,  1917,  of  a par  value  of  not  less  than  the 
amount  of  such  notes,  are  exempt  from  tax. 

3838  Art.  56.  Promissory  notes  secured  by  certificates  of  indebtedness 
issued  by  Director  General  of  Railroads  or  by  bonds  of  the  War 

Finance  Corporation. — Promissory  notes  secured  by  certificates  of  indebted- 
ness issued  by  the  Director  General  of  Railroads  are  exempt  from  stamp  tax. 
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Promissory  notes  secured  by  bonds  of  the  War  Finance  Corporation  are 
subject  to  tax. 

3839  Art.  57.  Suspension  of  payment  or  forbearance. — Mere  suspension 

of  payment  or  forbearance  is  not  taxable. 

3840  Art.  58.  Coupons  and  interest  notes. — Instruments  in  the  form  of 
coupons  representing  the  interest  on  bonds,  debentures,  or  certifi- 
cates of  indebtedness,  or  on  instruments  however  termed,  issued  by  any 
corporation,  known  generally  as  corporate  securities,  which  are  attached 
to  a principal  obligation  and  are  substantially  but  repetitions  of  the  promise 
to  pay  interest  contained  in  the  principal  obligations,  are  not  subject  to  tax. 
Instruments  in  the  form  of  promissory  notes,  representing  the  interest 
upon  promissory  notes,  not  included  in  the  above  classification,  and  either 
separate  from  or  prepared  in  a form  and  for  the  purpose  of  being  separated 
from  the  principal  note,  are  subject  to  tax  as  promissory  notes. 

3841  Art.  59.  Payment  of  interest  on  demand  note  not  a renewal. — 

The  mere  payment  of  interest  on  a demand  note  without  any  agree- 
ment in  writing  extending  the  note,  is  not  a renewal  within  the  meaning  of 
this  act. 

3842  Art.  60.  Payment  of  interest  in  advance  after  maturity  of  promis- 
sory note  a renewal. — Where  after  maturity  of  a promissory 

note,  interest  is  paid  in  advance,  and  as  evidence  of  such  payment  an  indorse- 
ment in  substance  as  follows:  ‘T9 — . Received  six  months’  interest  to , 

19 — $ ” is  made  on  the  note,  the  indorsement  operates  as  a renewal, 

and  the  renewal  is  subject  to  tax. 

3843  Art.  61.  Policy  loan  and  premium  extension  agreements. — Policy 
loan  and  premium  extension  agreements  which  contain  an  un- 
qualified promise  to  pay  a specified  sum  of  money  at  a certain  date  are 
subject  to  stamp  tax  as  promissory  notes.  Where  the  sole  remedy  of  payee 
in  case  of  nonpayment  of  the  premiums  or  loans  is  to  reduce  or  cancel  the 
rights  of  the  insured,  tax  does  not  accrue. 

3844  Art.  62.  Certificates  of  deposit. — A certificate  of  deposit  is  not 

subject  to  tax  as  a promissory  note. 

3845  Art.  63.  Post-dated  checks. — Post-dated  checks  are  not  subject  to 
tax  unless  expressly  payable  after  their  date. 

3846  Art.  64.  Promissory  note  executed  and  mailed  in  Canada. — A 

promissory  note  executed  and  mailed  in  Canada  to  a payee  within 
the  United  States  is  not  subject  to  tax. 

3847  Art.  65.  Promissory  note  executed  and  mailed  to  payee  in  Canada. 

— A promissory  note  executed  and  mailed  in  the  United  States  to  a 
payee  in  Canada  is  subject  to  tax. 

DEEDS  OF  CONVEYANCE. 

3848  Art.  66.  Who  shall  affix  stamps. — The  law  requires  that  the  person 
3536  who  makes,  signs,  or  issues  any  instrument  taxable  thereunder  shall 
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affix  and  cancel  the  revenue  stamps.  It  also  prohibits  any  person 
from  accepting  such  instruments  unless  they  are  properly  stamped.  The 
grantee  in  a deed  is  liable  for  the  tax  as  well  as  the  grantor. 

3849  Art.  67.  Actual  value  at  time  of  conveyance  the  measure  of  the 
tax. — Where  the  consideration  for  a conveyance  of  lands,  tene- 
ments, or  other  real  property,  is  left  open,  to  be  fixed  by  future  contingencies, 
the  actual  value  at  the  time  of  conveyance  is  the  measure  of  the  tax  upon 
the  deed,  instrument,  or  writing  whereby  the  conveyance  is  made. 

3850  Art.  68.  Tax,  how  computed. — In  calculating  the  amount  of 
stamps  which  must  be  affixed  to  a deed  of  conveyance,  the  tax  is 

computed  upon  the  full  consideration  for  the  transfer  less  all  encumbrances 
which  rest  on  the  property  before  the  sale  and  which  are  not  removed  by  the 
sale.  Encumbrances  placed  on  the  property  in  connection  with  and  as  a 
result  of  the  sale  or  transfer,  as  well  as  notes  for  deferred  payments,  can  not 
be  deducted  in  determining  the  amount  upon  which  tax  is  calculated. 

3851  Art.  69.  Tax  on  deed  executed  by  sheriff,  referee,  or  commissioner, 
how  computed. — The  stamp  tax  on  a deed  of  real  property  executed 

by  a sheriff,  referee,  or  commissioner  to  mortgagee,  who  bids  in  the  property 
at  foreclosure  sale  to  satisfy  a mortgage  lien,  should  be  computed  upon  the 
amount  bid  for  the  property  plus  the  cost,  if  paid  by  the  purchaser. 

3852  Art.  70.  “Sold”  defined. — The  term  “sold”  imports  the  transfer  of 
the  absolute  or  general  title  for  a valuable  consideration  or  price. 

3853  Art.  71.  Deeds  executed  and  delivered  on  or  after  April  1,  1919. — 

Deeds  executed  and  delivered  on  or  after  April  1,  1919,  conveying 
property  in  pursuance  of  a contract  made  prior  to  that  time  are  taxable. 
The  same  rule  applies  to  similar  deeds  delivered  prior  to  April  1,  1919,  and 
taxable  under  the  act  of  October  3,  1917. 

3854  Art.  72.  Deed  dated  prior  to  April  1,  1919,  but  acknowledged  and 
delivered  after  that  date. — A deed  dated  prior  to  April  1,  1919,  but 

delivered  subsequent  to  that  date,  is  taxable.  If  delivered  between 
December  1,  1917,  and  April  1,  1919,  it  is  taxable  under  the  act  of  October 
3,  1917. 

3855  Art.  73.  Deeds  in  escrow. — Deeds  in  escrow  become  subject  to 
stamp  tax  upon  delivery  to  the  grantee.  If  delivered  between 

December  1,  1917,  and  April  1,  1919,  they  are  taxable  under  the  act  of 
October  3,  1917;  if  delivered  on  or  after  April  1,  1919,  they  are  taxable  under 
the  act  of  February  24,  1919. 

3856”* Art.  74.  Deeds  conveying  property  sold  under  foreclosure  or 
execution;  tax,  how  paid. — Deeds  executed  by  masters  in  chancery, 
sheriffs,  clerks  of  courts,  etc.,  to  cover  transfers  of  property  sold  under  a 
foreclosure  or  execution  are  subject  to  tax.  The  grantee  or  vendee  may  be 
required  to  pay  the  tax  or  the  cost  of  revenue  stamps  may  be  included  in 
the  expenses  of  foreclosure  sale. 
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3867  Art.  75.  Deeds  on  exchange  of  properties. — In  the  case  of  an 

exchange  of  two  properties,  the  deeds  transferring  title  to  each  are 
subject  to  tax,  which  should  in  each  case  be  computed  on  the  basis  of  the 
actual  value  of  the  interest  or  property  conveyed,  the  amount  of  any  pre- 
existing lien  or  encumbrance  which  is  not  removed  by  the  sale  being  de- 
ductible. 

3868  Art.  76.  What  constitutes  real  property  determinable  by  law  of 
State  where  located;  standing  timber. — What  constitutes  “lands, 

tenements,  or  other  realty”  is  determinable  by  the  law  of  the  State  in  which 
the  property  is  situated.  Standing  timber  is  ordinarily  held  to  be  real 
estate,  and  where  so  held,  the  deed  transferring  it  is  subject  to  the  tax. 

3869  Art.  77.  Deeds  conveying  mines. — Deeds  conveying  mines  arc 
taxable. 

3860  Art.  78.  Conveyance  of  property  subject  to  equity  of  redemption. — 

A conveyance  of  property  subject  to  an  equity  of  redemption  is 
taxable  when  made,  not  when  the  time  for  the  equity  of  redemption  has 
expired. 

3861  Art.  79.  Conveyance  of  land  in  consideration  of  maintenance.— A 

conveyance  of  land  in  consideration  of  life  maintenance  is  taxable, 
the  tax  to  be  measured  by  the  value  of  the  property  or  interest  conveyed. 

3862  Art.  80.  Deeds  of  building  and  loan  associations. — Deeds  of  build- 
ing and  loan  associations  conveying  realty  are  taxable. 

3863  Art.  81.  Stock  in  corporation  a valuable  consideration. — Stock  in  a 

corporation  is  a valuable  consideration  for  the  transfer  of  real  prop- 
erty. 

3864  Art.  82.  Quit-claim  deeds. — A quit-claim  deed  given  for  no  con- 
sideration, or  merely  the  nominal  consideration  of  $1 , for  the  purpose 

of  correcting  a flaw  in  title  is  not  subject  to  tax. 

3865  Art.  83.  Options  and  contracts  for  real  estate. — No  tax  is  imposed 
upon  an  option  for  the  purchase  of  real  property  or  upon  a contract 

for  the  sale  of  real  estate. 

3866  Art.  84.  Deeds  of  release  and  deeds  of  trust.— Deeds  of  release 
and  deeds  of  trust  are  exempt  from  tax  under  the  provisions  of  this 

law. 

3867  Art.  85.  Deeds  by  State,  county,  or  municipal  officers. — Deeds 
executed  by  State,  county,  or  municipal  officers  conveying  realty 

sold  for  non  payment  of  taxes  are  not  subject  to  stamp  tax. 

3868  Art.  86.  Deeds  to  a State. — Deeds  conveying  to  a State  real  estate 
f purchased  by  it  are  not  subject  to  tax. 
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3869  Art.  87.  Deeds  to  burial  sites. — Deeds  to  burial  sites  which  do  not 
convey  title  to  land,  but  only  a right  to  sepulture,  to  erect  monu- 
ments, etc.,  are  not  subject  to  stamp  tax. 

387  0 Art.  88.  Deed  to  cover  gift.” — A deed  issued  to  cover  a pure  and 
bona  fide  gift  of  property  from  husband  to  wife,  or  from  parent  to 
child,  or  from  an  individual  to  a municipality  or  other  political  subdivision, 
or  to  the  United  States,  wherein  the  consideration  named  is  “natural  love 
and  affection  and  $1,”  “desire  to  promote  public  welfare  and  $1,”  or  “$1 
and  other  valuable  considerations”  is  not  taxable. 

387  1 Art.  89.  Deed  to  trustee  for  benefit  of  creditor. — A deed  executed 
by  a debtor  covering  an  assignment  of  property  to  a trustee  to  be 
held  for  the  benefit  of  a creditor  is  not  subject  to  tax.  When,  however,  the 
trustee  sells  or  conveys  such  property  either  to  the  creditor  or  any  other 
person,  the  deed  executed  by  him  is  taxable. 

387  2 Art.  90.  Deed  to  building  and  loan  association. — Ajieed  transfer- 
ring title  to  property  to  a building  and  loan  association  for  the  pur- 
pose of  securing  a loan  on  the  property  so  conveyed,  which  property  is 
immediately  reconveyed  to  its  owner,  is  not  subject  to  tax,  the  deed  of  re- 
conveyance being  likewise  exempt. 

387  3 Art.  91.  Deed  by  husband  and  wife  to  “straw  man.” — A deed  given 
by  a husband  and  wife  to  a “straw  man”  who  immediately  executes 
a deed  reconveying  the  property  to  the  wife  is  not  subject  to  tax  if  given  for 
no  valuable  consideration,  or  merely  the  nominal  consideration  of  $1,  and, 
likewise,  the  deed  of  reconveyance  is  exempt. 

3874  Art.  92.  Deeds  from  agent  to  principal. — Deeds  from  an  agent  to  his 
principal  conveying  real  estate  purchased  for  and  with  funds  of  the 
principal  are  not  taxable. 
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387  5 Art.  93.  Reconveyances  of  partnership  property  by  receivers. — 

Conveyances  of  property  of  a copartnership,  in  the  hands  of  re- 
ceivers, back  to  the  owners  after  administration  of  the  estate  are  not  taxable. 

387  6 Art.  94.  Partition  deeds. — Partition  deeds  are  not  subject  to  tax 
unless  a consideration  passes  between  the  parties  by  reason  of  one  or 
more  of  them  taking  under  the  division  a share  of  real  estate  of  greater 
value  than  his  undivided  interest,  in  which  event  stamp  tax  attaches  to  the 
deeds  conveying  such  greater  shares,  calculated  upon  the  value  of  such 
consideration. 

387  7 Art.  95.  Conveyances  without  consideration,— Conveyances  of 
realty,  not  in  connection  wdth  a sale,  to  trustees  or  other  persons 
without  consideration  are  not  taxable. 

387  8 Art.  96.  Conveyances  of  real  estate  in  foreign  country. — A deed 

conveying  real  estate  in  a foreign  country  is  not  subject  to  tax. 
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387  9 Art.  97.  Deeds  confirming  title. — Deeds  that  are  simply  confirm- 

atory and  do  not  vest  title  not  already  vested  are  exempt  from  tax. 

388  0 Art.  98.  Contracts  for  sale  of  real  property. — Contracts  for  the  sale 

of  real  property  are  not  taxable  unless  they  vest  title. 

3881  Art.  99.  Abstracts  of  title.— Abstracts  of  title  are  not  taxable. 

3882  Art.  100.  Leases  of  real  property. — Leases  of  real  property  are  not 
subject  to  the  tax. 

3883  Art.  101.  Conveyance  by  coowners  in  consideration  of  capital 
stock.— A conveyance  of  real  estate  by  coowners  to  a corporation 

organized  for  convenience  in  handling  the  property,  made  in  consideration 
of  the  issue  to  them  of  the  corporation  s capital  stock,  is  subject  to  tax. 

3884  Art.  102.  Deeds  by  executor.— Deeds  by  an  executor  to  devisees, 
conveying  specific  parcels  of  real  estate,  devised  to  them  in  com- 
mon, are  not  subject  to  tax  unless  a consideration  passes  between  the  devisees 
by  reason  of  some  of  them  taking  a greater  share  in  the  real  estate  than  that 
to  which  entitled  under  the  will,  in  which  event  tax  attaches  to  the  deeds 
conveying  such  greater  shares,  and  is  calculated  upon  the  amount  of  value 
of  such  consideration. 

3885  Art.  103.  Conveyance  by  corporation  to  owner  of  all  the  capital 
stock.- — A conveyance  of  real  estate  by  a corporation  without  valu- 
able consideration  to  an  owner  of  all  its  capital  stock  in  consequence  of  its 
dissolution  is  not  subject  to  tax. 

3886  Art.  104.  Conveyance  by  mortgagor  to  mortgagee.— A conveyance 
by  defaulting  mortgagor  to  mortgagee  in  consideration  of  the  can- 
cellation of  mortgage  debt  is  subject  to  tax  calculated  on  the  amount  of 
the  mortgage  debt  plus  unpaid  accrued  interest. 

3887  Art.  105.  Conveyances  to  trustee,  or  from  trustee  to  cestui  qui 
trust,  without  consideration. — Conveyances  to  a trustee  without 

valuable  consideration  or  from  a trustee  to  a cestui  qui  trust  without  valu- 
able consideration  are  not  subject  to  tax. 

3888  Art.  106.  Conveyance  to  United  States.— A conveyance  of  real 
estate  sold  to  the  United  States  Government  is  subject  to  tax. 

3889  Art.  107.  Deed  from  one  corporation  to  another  owning  capital 
stock  of  former  in  consideration  of  payment  of  debts. — A deed  from 

a corporation,  the  entire  capital  stock  of  which  is  owned  by  another  cor- 
poration, conveying  real  estate  to  the  latter  in  consideration  of  the  payment 
by  the  grantee  of  all  obligations  of  the  grantor  is  subject  to  tax. 

3890  Art.  108.  Judgment  or  decree  of  State  court  transferring  title  to 
real  estate. — Judgment  or  decree  of  a State  court  operating  to 

transfer  title  to  real  estate  is  not  taxable  as  a conveyance. 
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3891  Art.  109.  Taxes  and  assessments,  when  deductible. — Taxes  and 

assessments  which  have  become  a lien  on  real  estate  by  operation  of 
statute  and  which  are  not  paid  at  time  of  sale  are  deductible  from  the  con- 
sideration in  computing  the  stamp  tax. 

3892  Art.  110.  Conveyance  by  corporation  to  an  officer  through  third 
party. — Where  an  officer  of  a corporation  purchases  real  estate  from 

the  corporation,  conveyance  being  first  made  to  a third  party  and  as  part 
of  the  same  transaction,  the  property  is  conveyed  by  the  third  party  to  the 
officer,  the  conveyance  to  the  third  party  is  subject  to  tax,  while  the  con- 
veyance from  the  third  party  is  not  subject  to  tax. 

CUSTOMHOUSE  ENTRIES  FOR  CONSUMPTION  OR  WAREHOUSING 

3893  Art.  111.  Customhouse  entries  by  United  States  officials  and  rep- 

3537  resentatives  of  foreign  countries. — Customhouse  entries  made  by 
United  States  officials  traveling  as  such  on  Government  funds  are 

not  taxable.  Likewise  entries  made  by  all  representatives  of  foreign  coun- 
tries in  their  official  capacity  are  by  comity  exempt. 

WITHDRAWAL  ENTRIES  FROM  CUSTOMS  BONDED 
WAREHOUSES. 

3894  Art.  112.  Entries  for  withdrawal  of  goods  or  merchandise. — 

3538  Entries  for  withdrawal  of  any  goods  or  merchandise  from  customs 
bonded  warehouses  are  subject  to  stamp  tax. 

PASSAGE  TICKETS. 

3895  Art.  113.  Passage  tickets  issued  to  Federal  and  State  officials, 

3539  military  and  naval  forces,  and  certain  foreign  representatives. — 

Passage  tickets  issued  to  United  States  Government  officials, 
employees,  military  and  naval  forces,  as  well  as  officials  of  States  and  their 
political  subdivisions,  traveling  in  the  course  of  their  duty  as  such  on  vessels 
operated  by  private  parties  or  by  any  government  are  not  taxable  when  the 
amount  of  the  passage  is  paid  for  by  the  United  States  Government,  State 
or  political  subdivision  thereof. 

3896  Ambassadors,  ministers,  and  properly  accredited  diplomatic  rep- 
resentatives of  any  foreign  government  to  the  United  States  are 

exempt  from  the  payment  of  taxes  on  such  passage  tickets.  All  other  for- 
eign agencies  not  specifically  mentioned  above  are  subject  to  the  tax  as 
levied  under  this  schedule. 

3897  Art.  114.  Passage  tickets  issued  to  private  individuals. — Passage 
tickets  issued  to  private  individuals  traveling  on  vessels  operated 

privately  or  by  any  government  are  taxable. 

3898  Art.  115.  Passage  tickets  to  Porto  Rico  and  Philippine  Islands. — 

Passage  tickets  to  Porto  Rico  or  Philippine  Islands  are  taxable. 

3899  Art.  116.  Passage  tickets  to  Hawaii  and  Alaska. — Passage  tickets 
issued  to  Hawaii  and  Alaska  are  not  taxable. 
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3900  Art.  117.  Prepaid  orders  for  passage  tickets. — Prepaid  orders  for 
passage  tickets  are  not  subject  to  tax. 

3901  Art.  118.  Passage  tickets  issued  on  exchange  orders  purchased  in 
Canada  or  Mexico. — Passage  tickets  issued  in  the  United  States  to 

ports  not  in  the  United  States,  Canada,  or  Mexico,  on  exchange  orders  pur- 
chased in  Canada  or  Mexico,  in  connection  with  through  transportation 
from  points  in  Canada  or  Mexico,  are  subject  to  tax. 

3902  Art.  119.  Passage  tickets  to  ports  not  in  United  States,  Canada,  or 
Mexico. — Passage  tickets  issued  in  the  United  States  to  ports  not 

within  the  United  States,  Canada,  or  Mexico,  on  exchange  orders,  pur- 
chased other  than  in  the  United  States,  Canada,  or  Mexico,  are  subject  to 
tax. 

3903  Art.  120.  Passage  tickets  sold  in  United  States  from  ports  not  in 
United  States,  Canada,  or  Mexico,  to  ports  not  in  said  countries, 

not  subject  to  tax,  unless. — Passage  tickets  sold  in  the  United  States 
from  ports  not  within  the  United  States,  Canada,  or  Mexico,  to  a port 
in  the  United  States,  Canada,  or  Mexico,  are  not  subject  to  tax  unless 
sold  as  part  of  a round  trip  or  through  ticket  from  a port  in  the  United 
States,  Canada,  or  Mexico. 


PROXIES. 

3904  Art.  121.  Tax  on  proxies  attaches  to  the  instrument.— -The  stamp 
3540  tax  on  proxies  attaches  to  the  instrument  and  is  not  measured  by 

the  number  of  grantors  and  grantees. 

3905  Art.  122.  Stamp  may  be  affixed  and  canceled  by  either  party  to 
proxy. — The  stamp  may  be  affixed  and  canceled  either  by  the  party 

who  executes  the  proxy  or  by  the  party  to  whom  the  proxy  is  given. 

3906  Art.  123.  Directors  of  corporation,  officers. — Directors  of  a cor- 
poration are  officers  within  the  meaning  of  the  clause  imposing  a 

tax  on  proxies  for  voting  at  the  election  for  officers  of  an  incorporated  com- 
pany. 

3907  Art.  124.  Proxies  to  vote  stock  of  building  and  loan  associations. — 

Proxies  for  the  purpose  of  voting  the  stock  of  building  and  loan 
associations  are  taxable. 

3908  Art.  125.  Proxies  executed  and  accepted  before  April  1,  1919. — 

Proxies  executed  and  accepted  before  April  1,  1919,  are  not  taxable, 
even  though  used  subsequent’to  that  date,  except  such  as  are  taxable’under 
the  act  of  October  3,  1917. 

3909  Art.  126.  Proxy  to  vote  for  officers  and  for  other  purposes. — A 

proxy  for  voting  at  any  election  for  officers  of  a corporation  and 
authorizing  the  proxy  to  act  in  such  capacity  upon  all  questions  or  matters 
presented  at  a stockholders’  meeting,  is  subject  to  tax  of  10  cents  only. 
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3910  Art.  127.  “Corporation”  defined. — The  term  “corporation”  in- 
cludes associations,  joint  stock  companies,  and  insurance  com- 
panies. 

391 1 Art.  128.  Proxies 'sent  out  by  corporations  may  be  stamped  after 
execution  and  delivery. — Where  proxies  are  sent  out  by  a corpora- 
tion to  be  executed  and  returned  to  the  corporation  or  to  the  person  named 
in  the  proxy,  such  proxies  may  be  stamped  after  execution  and  delivery 
by  the  person  receiving  same  as  the  agent  of  the  person  executing  the  proxy. 

POWERS  OF  ATTORNEY. 

39 1 2^  Art.  129.  Tax  on  power  of  attorney,  when  due. — The  tax  on  a power 
3541  of  attorney  is  due  when  the  instrument  is  executed  and  delivered. 
Delivery  includes  depositing  instrument  in  the  mails. 

39l3_  Art.  130.  Tax  attaches  to  the  instrument.— Tax  is  imposed  on  the 
instrument  itself,  and  is  not  measured  by  the  number  of  persons 
joining  therein. 
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3914  Art.  131.  Resolution  of  board  of  directors  authorizing  an  officer 
of  the  corporation  to  sell,  etc.,  stock  or  bonds,  not  taxed  as  power 

of  attorney;  otherwise  in  case  of  person  not  an  officer. — Where  a 
corporation,  by  resolution  of  its  board  of  directors,  has  empowered  an 
officer  thereof  to  sell,  assign,  or  transfer  stock  or  bonds  standing  in  the  name 
of  the  corporation,  or  to  perform  any  act  in  the  name  of  the  corporation, 
such  authority  is  not  taxable  as  a power  of  attorney  for  the  reason  that  it 
is  necessary  for  a corporation  to  perform  its  corporate  acts  through  one  of 
its  officers.  If,  however,  a person  other  than  an  officer  of  the  corporation 
acting  in  his  official  capacity  is  given  this  authority,  the  power  of  attorney  so 
granted  is  subject  to  stamp  tax. 

3915  Art.  132.  Revenue  stamp  required  on  each  instrument  executed 
under  general  power  of  attorney  granted  to  person  not  an  officer 

of  the  corporation. — A general  power  of  attorney  granted  by  a board  of 
directors  to  a person,  other  than  an  officer  of  a corporation  acting  in  his 
official  capacity  for  the  purpose  of  transacting  business  of  the  corporation, 
including  making  conveyances  of  land  and  acknowledging  deeds,  is  con- 
sidered specific  authority  for  each  such  transaction,  and  a revenue  stamp  is 
required  on  each  instrument  executed  under  the  power  of  attorney. 

3916  Art.  133.  Power  of  sale  embodied  in  mortgage  not  taxable. — A 

power  of  sale  embodied  in  a mortgage,  authorizing  and  empowering 
a mortgagee  himself,  upon  default,  to  make  public  sale  of  the  property 
affected  and  to  convey  the  title  to  the  purchaser  at  such  sale  free  from  all 
rights  or  equity  of  redemption,  thus  avoiding  the  necessity  of  resorting,  to 
the  courts  for  foreclosure,  is  not  taxable. 

39 1 7 Art.  134.  Powers  of  attorney  contained  in  assignments  cf  insurance 
policies. — Powers  of  attorney  contained  in  assignments,  absolute 

or  as  collateral  security,  of  insurance  policies  are  not  subject  to  tax. 
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3918  Art.  135.  Powers  of  attorney  from  corporations  to  resident  agents. 

— Powers  of  attorney  executed  by  corporations  to  resident  agents 
authorizing  the  latter  to  accept  service  of  process  are  taxable. 

39 1 9 Art.  136.  Power  of  attorney  to  sell  or  transfer  Government  bonds. — 

A power  of  attorney  to  sell  or  transfer  Government  bonds  is  taxable. 

3920  ^Art.  137.  Powers  of  attorney  contained  in  assignments,  for  valuable 

consideration,  conferring  no  authority  upon  assignee  not  implied 
by  the  assignment,  not  taxable. — An  assignment,  for  a valuable  considera- 
tion, of  debts,  wages,  mortgages,  bonds,  etc.,  ordinarily  transfers  to  the 
assignee  all  the  rights  of  the  assignor  and  the  remedies  necessary  for  their 
enforcement,  and  the  assignee  acquires  no  further  rights  by  the  means  of  a 
power  of  attorney  clause  in  the  assignment  than  are  conveyed  by  the  instru- 
ment itself,  and  such  pro  forma  power  of  attorney  is  therefore  not  taxable. 

3921  Art.  138.  Authority  to  secretary  of  corporation  to  transfer  stock  on 
the  books  not  taxable. — An  instrument  authorizing  the  secretary  to 

transfer  stock  on  the  books  of  a corporation  is  not  taxable  as  a power  of 
attorney,  but  an  instrument  appointing  an  attorney  in  fact  to  transfer 
stock  on  the  books  of  a corporation  is  taxable. 

3922  Art.  139.  Pro  forma  power  of  attorney  to  transfer  bonds  or  stocks  on 
books  of  corporation,  printed  on  bond  or  stock  certificates,  not 

taxable. — The  pro  forma  power  of  attorney  to  transfer  bonds  or  stocks  on  the 
books  of  a corporation,  embodied  in  the  assignment  printed  on  the  back  of 
the  bond  or  stock  certificate,  is  not  subject  to  tax. 

3923  Art.  140.  A warrant  of  attorney  in  a judgment  note  or  promissory 
note  authorizing  confession  of  judgment. — The  clause  in  a judg- 
ment note  or  a promissory  note  authorizing  confession  of  judgment  is  not 
taxable  as  a power  of  attorney. 

3924  Art.  141.  Warrant  of  attorney  in  a lease. — A warrant  of  attorney 
embodied  in  a lease  is  not  taxable. 

3925  Art.  142.  Power  of  attorney  mailed  in  United  States  to  point 
abroad;  power  of  attorney  mailed  abroad  to  party  in  United  States. — 

A power  of  attorney  executed  and  mailed  within  the  United  States  to  a 
foreign  point  is  subject  to  tax,  but  a power  executed  in  a foreign  country 
and  mailed  there  to  an  agent  in  the  United  States  is  not  subject  to  tax, 

3926  Art.  143.  Power  of  attorney  to  sell,  etc.,  shares  of  capital  stock, 
taxable,  unless. — A power  of  attorney  to  sell,  assign,  and  transfer 

shares  of  capital  stock  is  subject  to  tax  unless  it  is  given  in  connection  with 
a deposit  of  the  stock  as  security  for  a loan. 

3927  Art.  144.  Power  of  attorney  authorizing'vendee  of  shares  of  stock 
to  transfer  same. — A power  of  attorney  by  which  a person  executing 

the  instrument  sells,  assigns,  and  transfers  shares  of  stock  and  appoints 
the  vendee  agent  for  the  transfer  is  not  subject  to  tax. 
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3928  Art.  145.  Copy  of  power  of  attorney,  printed  on  form  provided  by 
Government  and  filed  in  executive  department. — Where  the  original 

power  of  attorney  has  been  properly  stamped  and  a copy  of  it  is  printed  on 
a card  (Form  272)  provided  by  the  Government,  and  the  card  is  filed  in  the 
executive  departments  of  the  Government  or  with  a collector  of  internal 
revenue,  such  copy  is  not  subject  to  tax. 

3929  Art.  146.  Power  of  attorney  authorizing  deputy  to  have  access  to 
safe. — A power  of  attorney  authorizing  a deputy  to  have  access  only 

to  a safe  or  safety  deposit  box  is  not  subject  to  tax,  but  a power  of  attorney 
to  have  access  and  control  over  its  contents  is  subject  to  tax. 

3930  Art.  147.  Power  of  attorney  authorizing  officer  of  Federal  reserve 
bank  to  assign  United  States  bonds  deposited  as  security. — A power 

of  attorney  executed  by  a bank,  authorizing  a designated  officer  of  a Federal 
reserve  bank  to  assign  United  States  bonds,  deposited  with  the  Federal 
reserve  bank,  and  designed  to  protect  it  in  event  of  default  in  payment  of 
a loan  is  not  taxable. 

393 1 Art.  148.  Powers  of  attorney  executed  and  delivered  before  April  1 , 
1919. — Powers  of  attorney  executed  and  delivered  before  April  1, 

1919,  are  not  taxable,  even  though  used  subsequent  to  that  date,  except 
such  as  are  taxable  under  the  act  of  October  3,  1917. 

PLAYING  CARDS. 

3932  Art.  149.  Person  receiving  for  sale  packages  of  playing  cards 

3542  opened  and  on  which  stamps  are  broken. — Where  packages  of 
playing  cards  are  opened  and  the  stamps  thereon  broken,  any  per- 
son afterwards  receiving  same  for  sale  must  pay  tax  and  affix  new  stamps  to 
the  packages. 

PARCEL-POST  PACKAGES. 

3933  Art.  150.  Shipments  by  Federal  reserve  banks. — Parcel-post 

3543  shipments  made  by  Federal  reserve  banks  are  exempt  from  tax- 
ation. 

3934  Art.  151.  Packages  to  or  from  Hawaii  or  Alaska. — Parcel-post 
packages  mailed  to  or  from  Hawaii  and  Alaska  are  taxable. 

3935  Art.  152.  Packages  to  or  from  Porto  Rico,  Philippine  Islands, 
Canal  Zone,  and  Virgin  Islands. — Parcel-post  packages  mailed  to 

or  from  Porto  Rico,  Philippine  Islands,  Canal  Zone,  and  the  Virgin  Islands 
are  not  taxable. 

3936  Art.  153.  Packages  mailed  from  one  point  to  another  in  Porto 
Rico. — Parcel-post  packages  mailed  from  one  point  in  Porto  Rico 

to  another  point  in  the  same  island  are  not  taxable.  * gv  ^ 

3937  Art.  154.  Packagesrto  United  States  naval  vessels  or  United  States 
Expeditionary  Forces. — Parcel-post  packages  mailed  to  United 

States  naval  vessels  in  foreign  waters  or  to  United  States  Expeditionary 
Forces  abroad  are  not  taxable. 
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3938  Art.  155.  Packages  sent  by  a State  or  political  subdivision  thereof. 

— Parcel-post  packages  sent  by  a State,  or  political  subdivision 
thereof,  in  the  exercise  of  its  governmental  functions,  are  not  subject  to  tax. 
To  relieve  a package  from  the  payment  of  the  tax,  the  postmaster  at  the 
point  of  mailing  should,  however,  require  satisfactory  evidence  that  it  is 
sent  by  an  officer  or  employee  of  a State  or  subdivision  of  a State,  in  the 
discharge  of  such  functions. 

FOREIGN  INSURANCE  POLICIES. 

3939  Art.  156.  Taxability  governed  by  date  of  delivery.— Policies  de- 
3544  livered  on  or  after  April  1,  1919,  but  effective  prior  thereto  are 

subject  to  tax.  Policies  delivered  prior  to  April  1,  1919,  but 
effective  on  or  after  April  1,  1919,  are  not  subject  to  tax. 

MISCELLANEOUS. 

3940  Art.  157.  Stamp  affixed  and  canceled  can  not  lawfully  be  removed 
3500  and  affixed  to  another  instrument;  refund. — A stamp  affixed  to  an 

instrument  and  canceled  can  not  lawfully  be  removed  therefrom  and 
affixed  to  another  instrument  requiring  a stamp.  Amounts  paid  for  stamps 
used  in  excess,  or  on  instruments  not  actually  effective  and  for  which  a sub- 
stitute is  prepared  and  stamped,  or  on  instruments  not  subject  to  tax  may 
be  refunded,  upon  claim  properly  presented  to  the  collector. 

3941  Art.  158.  Both  parties  to  taxable  instrument  liable. — Both  parties 
3502  to  a taxable  instrument  are  responsible  to  the  Government  for 

affixing  and  canceling  stamps  in  the  required  amount.  The  law  does 
not  prohibit  parties  in  interest  from  entering  into  an  agreement  as  to  which 
of  them  shall  actually  pay  same. 

3942  Art.  159.  Stamp  taxes  under  revenue  act  of  1917;  present  regulations 
3547  generally  applicable. — As  documentary  stamp  taxes  under  the  war 

revenue  act  of  October  3,  1917,  were  very  similar  to  those  imposed 
under  the  revenue  act  of  1918,  these  regulations  are  generally  applicable 
to  all  taxable  documents  issued  and  delivered  on  and  after  December  1, 
1917. 

3943  Art.  160.  Schedule  A of  revenue  act  of  1918  an  extension  of  sched- 
ule A of  the  revenue  act  of  1917. — The  revenue  act  of  1918  simply 

supersedes  and  extends  Schedule  A,  Title  VIII,  of  the  act  of  October  3, 
1917,  except  in  a few  instances  where  the  language  of  the  present  act 
slightly  modifies  or  amends  that  of  the  former  act.  These  slight  changes 
will  be  readily  noticeable  by  a comparison  of  the  two  acts.  Schedule  A 15 
of  the  revenue  act  of  1918,  however,  is  entirely  new. 

3944  Art.  161.  Former  stamp-tax  acts. — For  still  older  acts  of  Congress 
requiring  stamps  to  be  affixed  to  certain  written  instruments,  see  act 

of  July  1,  1862,  schedule  B following  section  110  (12  Stat.,  479);  act  of 
March  3,  1863,  section  6 (12  Stat. ,720);  act  of  June  30,  1864,  section  151 
(13  Stat.,  291);  act  of  March  3,  1865,  section  1 (13  Stat.,  469);  act  of  July 
13,  1866  (14  Stat.,  141);  act  of  June  23,  1874,  section  1 (18  Stat.,  pt.  3, 
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250).  The  act  of  June  6,  1872,  section  36  (17  stat.,  256),  provided  for  the 
repeal,  on  and  after  October  1,  1872,  of  stamp  taxes  on  instruments,  except 
the  tax  of  2 cents  on  bank  checks,  drafts,  and  orders,  which  was  repealed 
by  the  act  of  March  3,  1883  (22  Stat.,  488).  Taxes  were  imposed  by  the 
act  of  June  13,  1898,  on  instruments  and  documents,  under  schedule  A 
thereof,  and  were  repealed  in  part  by  the  act  of  March  2,  1901,  and  wholly 
repealed  by  the  war-revenue  repeal  act  (act  of  Apr.  12,  1902)  (32  Stat.,  96), 
taking  effect  July  1,  1902.  Taxes  were  imposed  by  Schedule  A of  the  act  of 
October  22,  1914,  upon  certain  instruments  and  documents,  from  December 
1,  1914,  to  December  31,  1915.  These  taxes  were  continued  in  force  by  the 
joint  resolution  of  December  17,  1915,  until  December  31,  1916,  but  were 
repealed  by  the  act  of  September  8,  1916,  as  of  that  date. 

DENOMINATIONS  OF  DOCUMENTARY  STAMPS. 

3945  Art.  162.  Documentary  stamps  issued. — Under  authority  conferred 
3515  upon  the  Commissioner  of  Internal  Revenue  in  section  1105  of  said 

Act,  the  following  adhesive  stamps  have  been  prepared: 
Documentary  stamps,  Schedule  A:  One  cent,  2 cents,  3 cents,  4 cents, 
5 cents,  8 cents,  10  cents,  25  cents,  40  cents,  50  cents,  80  cents,  $1,  $2, 
$3,  $ 5 , $10,  $30,  $60,  $100,  $500,  $1,000. 

PURCHASE  OF  STAMPS. 

3946  Art.  163.  Stamps,  where  purchased. — The  above  stamps  may^be 
3515  purchased  from  collectors  and  stamp  deputy  collectors  of  internal 

revenue. 

3947  Art.  164.  Assistant  Treasurers  of  the  United  States,  designated  de- 

3518  positaries,  and  postmasters  to  be  furnished  stamps;  bond  required. 

3519  — In  addition,  provision  has  been  made  in  the  Act  for  the  delivery 
of  stamps  by  collectors  without  prepayment  to  any  Assistant  Treas- 
urer of  the  United  States,  designated  depositary  of  the  United  States,  or 
postmaster,  who  may  be  required  to  give  bond  for  the  value  of  stamps  so 
deposited.  It  is  not  mandatory  upon  the  persons  named  to  make  the 
required  bonds  and  secure  the  stamps. 

3948  Art.  165.  Stamps  on  articles  manufactured  in  foreign  countries. — 

Stamps  to  be  affixed  to  articles  manufactured  in  a foreign  country 
and  imported  into  the  United  States  may  be  purchased  and  forwarded  to 
the  place  of  manufacture  and  there  affixed  to  the  articles  before  the  same  are 
packed  for  importation. 

CANCELLATION  OF  DOCUMENTARY  STAMPS. 

3949  Art.  166.  Cancellation  of  stamps. — In  any  and  all  cases  where  an 
3514  adhesive  stamp  shall  be  used  for  denoting  any  tax  imposed  by 

Schedule  A of  the  revenue  act  of  1918,  the  person  using  or  affixing 
the  same  shall  write  or  stamp  thereon,  or  cause  to  be  written  or  stamped 
thereon,  with  ink,  the  initials  of  his  name  and  the  date  (year,  month, 
and  day)  in  which  the  same  shall  be  attached  or  used;  or  shall,  by  cutting 
and  canceling  said  stamp  with  a machine  or  punch,  which  will  affix  the 
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initials  and  date  as  aforesaid,  so  deface  the  stamp  as  to  render  it  unfit  for 
reuse.  The  cancellation  by  either  method  should  not  so  deface  the  stamp  as 
to  prevent  its  denomination  and  genuineness  from  being  readily  determined. 

3950  *Art.  167.  Additional  cancellation  required  in  case  of  stamps  of 

3514  value  of  10  cents  or  more. — In  addition  to  the  foregoing,  stamps  of 
the  value  of  10  cents  or  more  shall  have  three  parallel  incisions  made 

by  some  sharp  instrument  lengthwise  through  the  stamp  after  the  stamp 
has  been  attached  to  the  document;  provided,  this  will  not  be  required  where 
stamps  are  canceled  by  perforation. 

STAMPS  UNDER  FORMER  ACTS;  POSTAGE  STAMPS. 

3951  Art.  168.  Documentary  stamps  only  to  be  used. — Documentary 

3515  stamps  only  must  be  used  upon  papers,  documents,  and  instru- 
ments subject  to  tax  as  provided  in  Schedule  A,  except  as  provided 

in  Regulations  40,  Revised  1919,  relating  to  stamp  taxes  on  issue  and  trans- 
fers of  stock  and  sales  of  products  for  future  delivery. 

3952  Art.  169.  Documentary  stamps  issued  under  act  of  October  22, 
1914,  and  act  of  October  3,  1917. — Documentary  revenue  stamps 

issued  under  act  of  October  22,  1914,  and  under  act  of  October  3,  1917, 
may  be  used  to  pay  stamp  taxes  required  by  the  revenue  act  of  1918. 

3953  Art.  170.  Ordinary  postage  stamps  not  to  be  used  for  internal- 
revenue  taxes. — Ordinary  postage  stamps  can  not  be  used  for  the 

payment  of  any  internal-revenue  taxes. 

REDEMPTION  OF  STAMPS. 

3954  Art.  171.  Stamps  rendered  useless. — Where  documentary  stamps 
8035  are  rendered  useless  by  gumming  or  sticking  together  in  transit  or 
8038  otherwise  without  the  fault  of  the  purchaser,  they  may  be  ex- 
changed by  a collector  for  other  stamps  of  exactly  the  same  quantity 

and  denomination. 


AFFIXING  STAMPS. 

3955  Art.  172.  Two  or  more  stamps  may  be  used,  when. — Where  a 
3515  stamp  of  the  proper  denomination  to  pay  the  tax  due  on  an  article 
or  document  can  not  be  procured,  two  or  more  stamps  may  be 
used.  In  such  case  as  few  stamps  as  possible  should  be  attached  and  each 
stamp  used  should  be  canceled  in  the  manner  provided  by  regulation. 

DUTIES  OF  OFFICERS. 

3958  Art.  173.  Revenue  officers  to  make  investigations. — It  is  the  duty 
8002  of  revenue  officers  in  canvassing  for  taxes  due  to  investigate  as  to 
violations  of  Title  VIII  of  the  act  of  October  3,  1917,  and  Title  XI 
of  the  act  of  February  24,  1919,  and  for  this  purpose  they  should  visit  all 
State,  county,  and  municipal  offices,  also  banks  and  trust  companies,  having 
to  do  with  the  issuance,  handling,  or  recording  of  documents  taxable  under 
these  Titles,  as  well  as  customs  houses  and  customs  bonded  warehouses  and 
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steamboat  offices  and  agencies  for  such  information  as  will  lead  to  the  detec- 
tion of  violators  of  said  Titles. 

3957  Art.  174.  Revenue  agents  and  collectors  to  report. — Revenue 
agents  and  collectors  will  report  to  this  office  all  such  violations, 

separate  letter  reports  being  made  in  each  case  marked  “Sales  Tax  Division,” 
and  where  proper  stamp  tax  has  not  been  paid  and  requisite  stamps  affixed 
the  amount  of  tax  due  should  be  shown. 

3958  Art.  175.  Quarterly  reports. — All  cases  so  disposed  of  should  be  re- 
ported to  this  office  quarterly  on  Form  8.  Separate  letter  reports 

need  not  be  made  in  each  instance  reporting  post  stamping,  except  in  cases 
where  prosecution  is  recommended  or  offer  in  compromise  under  section 
3229,  R.  S.,  is  made. 

3959  Art.  176.  Stamp  tax  to  be  reported  for  assessment  only  where 
instruments  can  not  be  stamped. — Only  in  cases  where  instruments 

are  no  longer  in  existence  or  can  not  possibly  be  stamped  will  tax  be  reported 
for  assessment,  but  in  no  case  must  a receipt,  Form  1,  be  issued  for  a tax 
paid  by  a purchaser  of  documentary  stamps  (sec.  3183,  R.  S.). 

3960  Art.  177.  Regulations  covering  tax  on  issue,  sales,  and  transfers  of 
stock  and  sales  of  products. — See  separate  regulations  (No.  40) 

relative  to  collection  of  tax  on  issue,  sales,  and  transfers  of  stock  and  on 
sales  of  products  for  future  delivery.  [Revised  Regulations  No.  40  not  yet 
issued,  June  19,  1919.  See  If  3812-3814  and  ^[3610  and  ^[3654.] 

AUTHORITY  FOR  REGULATIONS. 

3961  Art.  178.  Promulgation  of  Regulations. — In  pursuance  of  the 
statute  the  foregoing  Regulations  are  hereby  made  and  promulgated, 
and  all  rulings  inconsistent  herewith  are  hereby  revoked. 

DANIEL  C.  ROPER, 
Commissioner  of  Internal  Revenue. 

Approved  June  11,  1919.  [Released  June  19,  1919.] 

CARTER  GLASS, 

Secretary  of  the  Treasury. 


For  complete  index  to  above  Regulations  55,  see  page  769  opposite. 
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Bond,  accompanying  real  estate  mortgage 3782 

Additional 3784 

Attachment 3806 

Business  property  investment 3790 

Delivery  essential  to  issue 3780 

Executed  before  April  1,  1919,  premiums  on 3802 

Executed  in  Canada  and  delivered  in  the  United  States 3796 
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Paragraph 

For  costs , . , '.<• , . . . . . . . . . . . . ,.Ui  /.\ 3806 

For  faithful  performance  of  contract 3805 

For  value  of  stamps,  may  be  required 3886 

Given  by  county  official 3807 

Given  by  State  official  3807 

Given  by  township  official 3807 

Given  by  village  official 3807 

Given  to  Federal  Government  for  any  purpose 3807 

Given  to  political  subdivision 3807 

Guaranty  under  seal,  a 3799 

Indemnity  or  fidelity 3802 

Indemnity  or  surety,  rate  and  amount  of  premium  shown  on 3803 

Indemnity,  taxability  of 3810 

Injunction  3806 

Instrument  assigning  interest  in 3791 

Instrument  styled  a bond  and  under  seal 3789 

Issued  by  school  district 3798 

Issued  in  satisfaction  of  insurance  policies 3797 

Mortgage,  agreement  extending  maturity  of 3784 

New,  given  for  same  indebtedness,  subject  to  tax 3 84 

Notation  on 3800 

Not  mandatory  to  give 3947 

Of  administrator 3806 

Of  assignee 3806 

Of  brewer,  etc 3800 

Of  court  receiver 3807 

Of  depositary,  designated  by  United  States  District  Court 3808 

Of  distiller 3800 

Of  executor 3806 

Of  guardian 3806 

Of  jitney-buss  owner 3809 

Of  manufacturer  of  oleomargarine 3800 

Bond  of  manufacturer  of  tobacco  and  cigars 3800 

Of  notary  public 3807 

Of  public  official 3807 

Of  receiver  in  bankruptcy 3806 

Of  referee  in  bankruptcy 3806 

Of  trustee  in  bankruptcy 3806 

Of  warehouseman 3809 

On  appeal.  . . .%. 3806 

Renewed  by  agreement  extending  mortgage  accompained  by  bond 3783 

Required  in  legal  proceedings 3806 

Supersedeas 3806 

To  stay  proceedings 3806 

Temporary,  stamps  to  be  affixed  to 3786 

Upon  writ  of  error 3806 

Warehousing 3800 

Bonds,  indempity  and  surety,  Schedule  A2 3521 

Made  in  duplicate  or  triplicate,  notation  on 3800 

Made  in  duplicate  cr  triplicate,  original  only  to  be  stamped 3800 

Not  otherwise  provided  for  in  Schedule  A 3802 

Bonds,  of  indebtedness,  Schedule  Al 3520 

Instruments  issued  by  corporations  in  numbers,  under  a trust  indenture 3787 

Of  War  Finance  Corporation 3838 

Or  stocks,  pro  forma  power  of  attorney  in  printed  assignments  on 3922 

Resolution  of  board  of  directors  authorizing  officer  to  sell,  etc 3914 

Resolution  of  board  of  directors  authorizing  person  not  an  officer  to  sell,  etc. ...  3914 

Stamps  to  be  affixed  to 3785 

To  bear  legend 3785 

Bonds  of  indebtedness,  executed  and  delivered  as  security 3795 

Brewers,  bonds  of 3800 

Building  and  loan  associations,  deeds  of 3862 

Deeds  to 3872 

Proxies  to  vote  stock  of 3907 
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[See  Paragraphs  3812-3814.] 

Paragraph 

Burial  site,  deed  to 4 3869 

Canada,  bonds  executed  in,  and  delivered  in  United  States 3796 

Passage  tickets  issued  in  United  States,  on  orders  purchased  in 3901 

Passage  tickets  sold  in  United  States  from  ports  not  in 3903 

Passage  tickets  to  ports  not  in 3902 

Promissory  note  executed  and  mailed  in 3846 

Promissory  note  executed  and  mailed  to  payee  in 3847 

Canal  Zone,  parcel-post  packages  to  or  from 3935 

Time  drafts  covering  shipments  to 3827 

Cancellation  of  stamps 3949 

Additional 3950 

Capital  stock,  conveyance  by  coowners  in  consideration  of 3883 

Conveyance  by  corporation  to  owner  of 3885 

Deed  from  one  Corporation  to  another  owning . . . 3887 

Power  of  attorney  to  sell,  etc.,  taxable,  unless 3926 

Certificates,  interim 3786 

Stamps  affixed  to 3786 

Certificates  of  deposit 3792,  3844 

Of  indebtedness,  Schedule  Al 3520 

Certificates,  of  indebtedness,  issued  by  receivers 3794 

Of  interest,  business  property  investment  bond  taxed  as 3790 

Of  Morris  plan  banks 3792 

Renewal  of  continuance 3804 

Scrip  dividend 3788 

Certificates  of  indebtedness,  business  property  investment  bond  not  taxable  as 3790 

Conditional  bills  of  sale  not 3793 

Issued  by  Director  General  of  Railroads,  promissory  notes  secured  by 3838 

Issued  by  receivers 3794 

Scrip  dividend  certificates  or  warrants  taxable  as 3788 

Cestui  qui  trust,  conveyance  to,  from  trustee,  without  consideration 3887 

Checks,  and  drafts  payable  otherwise  than  at  sight  or  on  demand 3815 

Drafts,  and  promissory -notes,  Schedule  A6 3534 

Liability  to  tax  determined  by  form  or  face  of . . 3819 

Post-dated 3845 

Cigars  and  tobacco,  bonds  of  manufacturers  of 3800 

Claim  for  refund  to  be  presented  to  collector 3940 

Clerk  of  court,  deed  by 3856 

Collector,  claim  for  refund  to  be  presented  to 3940 

Copy  of  power  of  attorney  filed  with 3928 

Delivery  of  stamps  by 3947 

Reports  of 3957 

Stamps  for  sale  by 3946 

Stamps  rendered  useless,  may  be  exchanged  by 3954 

and  revenue  agent  to  teport 3957 

Collectors  and  revenue  agents 3856 

Commissioner,  deed  executed  by;  tax  on 3851 

Computation  of  tax  on  deed  executed  by  sheriff,  referee,  or  commissioner 3851 

Conditional  bills  of  sale 3793 

Confession  of  judgment,  warrant  of  attorney  authorizing 3923 

Consideration,  conveyances  without 3877 

For  deed  left  open,  measure  of  the  tax 3849 

Value  of,  basis  of  tax 3884 

Continuance  certificate 3804 

Contracts,  and  options  for  purchase  of  real  estate 3865 

Bonds  for  faithful  performance  of 3805 

For  governmental  purposes,  bonds  covering 3807 

For  sale  of  real  prperty 3880 

Of  guarantee  title  insurance  companies 3801 

Conveyance,  actual  value  at  time  of;  measure  of  tax 3849 

By  coowners  in  consideration  of  capital  stock 3883 

By  corporation  to  an  officer  through  third  party.  . 3892 

By  corporation  to  owner  of  all  the  capital  stock 3885 

By  mortgagor  to  mortgagee,  measure  of  tax 3886 

In  consideration  of  payment  of  obligations 3889 
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[See  Paragraphs  3812-3814.) 

Paragraph 

Of  land  in  consideration  of  maintenance  3861 

Of  property  subject  to  equity  of  redemption 3860 

Of  real  estate  in  foreign  country 3878 

Through  third  party 3892 

To  trustee,  or  from  trustee  to  cestui  qui  trust,  without  consideration 3887 

To  United  States 3888 

'Transfer  of  title  to  real  estate  by  judgment  or  decree  not  taxable  as 3890 

Without  consideration 3877„3885,  3887 

Conveyances,  Schedule  A 7 3536 

Coowners,  conveyance  by,  in  consideration  of  capital  stock 3883 

Copartnership,  sec  Partnership. 

Copies  of  distiller’s  bonds,  for  office  use,  not  to  be  stamped 3800 

Copy  of  power  of  attorney,  filed  in  executive  department 3928 

Filed  with  collector  of  internal  avenue 3928 

Corporation,  authority  to  secretary  of,  to  transfer  stock  on  the  books 3921 

Conveyance  by,  to  an  officer  through  a third  party 3892 

Conveyance  by,  to  owner  of  all  the  capital  stock 3885 

Coupons  attached  to  obligation  of 1 3840 

Deed  from  one,  to  another 3889 

Defined 3910 

Directors  of,  officers 3906 

Instruments  issued  by,  in  numbers,  etc 3787 

Powers  of  attorney  by,  to  resident  agents 3918 

Proxies  sent  out  by,  may  be  stamped  after  execution  and  delivery 3911 

Proxies  to  vote  for  officers  of,  and  for  other  purposes 3909 

Resolution  of  board  of  directors  authorizing  officer  to  sell,  etc 3914 

Resolution  of  board  of  directors  authorizing  person  not  an  officer  to  sell,  etc..  . . 3914 

Revenue  stamp  required  on  each  instrument  executed  under  general  power  of 

attorney  granted  to  person  not  an  officer 3915 

Stock  in,  a valuable  consideration 3863 

County  officer,  deeds  by 3867 

County  official,  bond  of .' 3807 

Coupons,  or  notes,  covering  interest 3840 

Not  subject  i ; tax 3840 

Creditor,  deed  to  trustee  for  benefit  of 3871 

Customhouse  entries  for  consumption  or  warehousing,  Schedule  A8  3537 

Customhouse  entries  by  United  States  officials  and  representatives  of  foreign  countries  3893 

Customs  bonded  warehouses,  withdrawal  entries  from,  Schedule  A9  3538 

Withdrawals  of  goods  from 3894 

Debenture,  business  property  investment  bond  not  taxable  as 3970 

Debentures,  Schedule  A 1 3520 

Debtor,  deed  by,  for  benefit  of  creditor 3871 

Decree  of  State  court  transferring  title  to  real  estate 3890 

Deductions,  taxes  and  assessments,  when 3891 

Deed,  by  executor 3884 

By  husband  and  wife  to  “straw  man” 3873 

By  State,  county,  or  municipal  officer 3867 

Confirming  title 3879 

Conveying  mine 3859 

Conveying  property  sold  under  foreclosure  or  execution 3856 

Conveying  real  estate  in  foreign  country 3878 

Dated  prior  to  April  1,  1919,  but  delivered  after  that  date 3854 

Delivered  between  December  1,  1917,  and  April  1,  1919,  taxable  under  Act  of 

October  3,  1917 3854 

Delivered  prior  to  April  1,  1919 3853 

Executed  and  delivered  on  or  after  April  1,  1919 3853 

Executed  by  sheriff,  referree,  or  commissioner,  tax  on 3851 

From  agent  to  principal 3874 

From  one  corporation  to  another 3889 

In  consideration  of  payment  of  obligations 3889 
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Paragraph 

Deed  in  escrow 3855 

Of  building  and  loan  association 3862 

Of  release 3866 

Of  trust 3866 

On  exchange  of  properties 3857 

Partition 3876 

Quit-claim 3864 

To  a burial  site 3869 

To  a State 3868 

To  building  and  loan  association 3872 

To  cover  gift 3870 

To  trustee  for  benefit  of  creditor 3871 

When  exempt  from  tax 3870 

Deeds  in  escrow 3855 

Definitions,  “corporation”.  ...  3910 

“Foregoing” 3781 

“Promissory  note” 3830 

“Sold” 3852 

Definitive  bonds 3786 

Delivery,  includes  mailing 3912 

Of  bonds,  essential  to  issue 3780 

Of  draft  in  United  States 3818 

Of  power  of  attorney 3912 

Of  stamps  by  collector  to  Assistant  Treasurer  of  the  United  States,  etc 3947 

Or  acceptance  in  United  States,. Alaska,  or  Hawaii,  of  time  draft  against  ship- 
ment from  Virgin  Islands,  Philippines,  and  Porto  Rico 3829 

Or  acceptance  in  the  United  States  of  time  draft  payable  in  foreign  country.  . . . 3826 

Time  draft  or  check  taxable  on,  in  United  States 3816 

Demand  draft,  accepted  for  payment  at  future  date 3820 

Demand  note,  payment  of  interest  on 3841 

Denominations  of  documentary  stamps 3945 

Deposit,  certificate  of 3844 

Deposit  of  stock  as  security,  power  of  attorney  given  in  connection  with 3926 

Depositaries,  stamps  to  be  delivered  to  designated 3947 

Designated  by  United  States  district  court,  bonds  of 3808 

Of  moneys  of  bankruptcy  estate 3808 

Depositor  of  bank,  agreement  by,  to  hold  harmless 3810 

Deputy,  power  of  attorney  authorizing,  to  have  access  to  safe 3929 

Power  of  attorney  authorizing,  to  have  access  to  and  control  of  contents  of  safe.  . 3929 

Diplomatic  representatives,  passage  tifckets  issued  to 3896 

Director  General  of  Railroads,  promissory  notes  secured  by  certificates  of  indebted- 
ness issued  by 3838 

Directors,  of  corporation  officers 3906 

Distiller’s  annual  bonds 3800 

Distiller’s  bonds,  office  copies  of,  not  to  be  stamped 3800 

Documentary  stamps,  additional  cancellation  required 3950 

Cancellation  of 3949 

Issued 3945 

Issued  under  act  of  October  22,  1914 3952 

Issued  under  act  of  October  3,  1917 3952 

Documentary  stamps  only  to  be  used 3951 

Rendered  useless 3954 

Documentary  stamp  taxes,  applicability  of  regulations 3942 

Draft,  accepted  for  payment  at  future  date 3820 

Against  actual  shipment 3822 

Drawn  abroad  on  foreign  payee,  and  foreign  drawee 3818 

Liability  to  tax  determined  by  form  or  face  of 3819 

Payable  “on  arrival  of  car” 3819 

Drafts,  and  checks  payable  otherwise  than  at  sight  or  on  demand 3815 

Checks  and  promissory  notes,  Schedule  A 6 3534 

Drawee,  foreign,  draft  drawn  abroad  on 3818 

Payee  or  endorsee  to  see  that  tax  is  paid 3817 

Duplicate,  bonds  made  in,  notation  on 3800 

Duties  of  officers 3956,  3960 
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“ [Sao  Paragraphs  3812-3814.] 

Paragraph 

Encumbrances,  placed  on  property  in  connection  with  sale  not  deductible 3850 

Resting  on  real  estate  before  sale  only  to  be  deducted 3850 

Endorsee,  drawee,  or  payee  to  see  that  tax  is  paid 3817 

Entries,  for  withdrawal  of  goods  or  merchandise  from  customs  bonded  warehouses.  . 3894 

Customhouse,  for  consumption  or  warehousing,  Schedule  A 8 3537 

Equity  of  redemption,  conveyance  of  property  subject  to 3860 

Escrow,  deeds  in  3855 

Exchange  of  real  properties,  tax  on  deeds 3857 

Exchange  of  stamps  rendered  useless 3954 

Exchange  orders,  passage  issued  on 3901,  3902 

Execution,  deeds  to  cover  transfers  of  property  sold  under 3856 

Executive  department,  copy  of  power  of  attorney  filed  in 3928 

Executor,  bond  of 3806 

Deeds  by 3884 

Export  bonds 3800 

Exports  to  foreign  country,  time  draft  covering 3823 

Extension  of  promissory  note,  by  extension  of  mortgage 3834 

Extension  of  stamp  tax,  Schedule  A of  revenue  act  of  1918  an  extension  of  Schedule 

A of  revenue  act  of  1917 3943 

Federal  Government,  bonds  given  to 3807 

Federal  officials,  passage  tickets  to 3895 

Federal  reserve  bank  officer,  power  of  attorney  authorizing  to  assign  United  States 

bonds 3930 

Federal  reserve  banks,  shipments  by 3933 

Fidelity  and  indemnity  bonds 3802 

Forbearance,  suspension  of  payment  or .' 3839 

Foreclosure,  deeds  to  cover  transfers  of  property  sold  under  a 3877 

Foreclosure  sale,  tax  on  deed 3851 

“Foregoing”  defined 3781 

Foreign  country,  conveyance  of  real  estate  in 3878 

Stamps  on  articles  manufactured  in 3948 

Time  draft  payable  in 3826 

Foreign  draft,  delivered  in  United  States 3818 

Foreign  drawee,  draft  drawn  abroad  on 3818 

Foreign  governments,  promissory  notes  issued  by 3836 

Foreign  insurance  policies,  Schedule  A 15 3544 

Taxability  governed  by  date  of  delivery 3939 

Foreign  payee,  draft  drawn  abroad  with 3818 

Foreign  representatives,  customhouse  entries  by 3893 

Passage  tickets  issued  to 3896 

Form  1,  not  to  be  used  in  reporting  tax  paid  for  stamps 3959 

Form  8,  quarterly  reports  on 3958 

Former  stamp  tax  acts 3944 

General  power  of  attorney,  granted  by  corporation  to  person  not  an  officer 3915 

Gift,  deed  to  cover 3870 

Government,  copy  of  power  of  attorney  filed  in  executive  department  of 3928 

Government  bonds,  power  of  attorney  to  sell  or  transfer 3919 

Governmental  purposes,  bonds  covering  contracts  for 3807 

Grantee,  in  deed  liable  for  tax 3848 

Or  vendee  to  pay  the  tax 3856 

Grantor,  in  deed  liable  for  tax 3848 

Guarantee  title  insurance  policies 3801 

Rate  and  amount  of  premium  charged  to  be  shown  on  face  of . 3803 

Guaranty,  under  seal 3799 

Guardian,  bond  of 3806 

Hawaii,  parcel-post  packages  to  or  from 3934 

Passage  tickets  to 3899 

Time  drafts  covering  shipments  from  Canal  Zone 3827 

Husband  and  wife,  deed  by,  to  “straw  man” 3873 

Incumbrance,  see  encumbrances. 

Indebtedness,  certificates  of,  issued  by  receivers 3794 

Indemnity  and  fidelity  bonds 3802 
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[See  Paragraphs  3812-3814.] 

Paragraph 

Indemnity  bonds,  Schedule  A 2 3521 

Bonds  for  faithful  performance  of  work  or  contract  taxable  as 3805 

Taxability  of 3810 

Indenture,  stamps  may  be  affixed  to 3785 

Indorsement,  of  payment  of  interest  in  advance 3842 

Initials  and  date,  to  be  written  or  stamped  on  stamps 3949 

Injunction  bond 3806 

Insurance  policies,  bonds  issued  in  satisfaction  of 3797 

Powers  of  attorney  contained  in  assignments  of 3917 

Title  guaranty 3801 

Interest,  notes  or  coupons  covering 3840 

Payment  of,  in  advance  after  maturity  or  promissory  note 3842 

Payment  of,  on  demand  note 3841 

Interest  notes,  separated  from  or  in  form  to  be  separated  from  principal  obligation.  . 3840 

Subject  to  tax 3840 

Interim  certificates 3786 

Stamps  affixed  to 3786 

Internal-revenue  taxes,  postage  stamps  not  to  be  used  for 3953 

Investment  bond,  business  property 3790 

Issue,  of  bonds  over  period  of  years;  stamps  to  be  affixed  to  indenture,  when 3785 

Of  stock,  regulations  covering  tax  on 3960 

Jitney-bus  owners,  bonds  of 3809 

Joint-stock  land  bank  mortgage,  promissory  notes  secured  by 3835 

Judgment  note,  warrant  of  attorney  in,  authorizing  confession  of  judgment 3923 

Judgment,  or  decree  of  State  court  transferring  title  to  real  estate 3890 

Lands,  tenements  or  other  realty,  what  constitute 3858 

Lease,  of  real  property 3882 

Warrant  of  attorney  in 3924 

Legend,  to  be  borne  by  bonds  where  stamps  are  affixed  to  the  indenture 3785 

Liability  of  parties,  both  parties  to  taxable  instrument  liable  for  stamps 3941 

Liability  to  tax,  determined  by  form  or  face  of  check  or  draft 3819 

Life  maintenance,  conveyance  of  land  in  consideration  of 3861 

Mailing,  constitutes  delivery 3912 

Maintenance,  conveyance  of  land  in  consideration  of 3861 

Manufacturers,  of  oleomargarine,  bonds  of 3800 

Of  tobacco  and  cigars 3800 

Master  in  chancery,  deed  by \ 3856 

Measure  of  tax,  actual  value  of  time  of  conveyance 3849 

Mexico,  passage  tickets  issued  in  United  States,  on  orders  purchased  in 3901 

Passage  tickets  sold  in  United  States  from  ports  not  in 3903 

Passage  tickets  to  ports  not  in 3901 

Military  forces,  passage  tickets  issued  to 3895 

Mines,  deeds  conveying 3859 

Ministers,  foreign,  passage  tickets  issued  to 3896 

Morris-plan  banks,  certificates  of 3792 

Mortgage,  bond  renewed  by  agreement  extending 3783 

Joint-stock  land  bank,  promissory  note  secured  by 3835 

Power  of  sale  embodied  in,  not  taxable 3916 

Securing  promissory  note,  effect  of  extension 3834 

Mortgage  guarantee  policies 3802 

Mortgagee,  conveyance  by  mortgagor  to .* 3886 

Power  of  sale  to,  in  mortgage 3916 

Mortgagor,  conveyance  by,  to  mortgagee 3886 

Municipal  officer,  deeds  by 3867 

Naval  forces,  passage  tickets  issued  to 3895 

New  bond,  given  for  same  mortgage  indebtedness,  subject  to  tax 3784 

New  stamps,  required  on  packages  of  playing  cards,  when 3932 

Nonpayment  of  taxes,  deeds  conveying  property  sold  for 3867 

Notary  public,  bond  of 3807 

Notation,  on  bonds 3785,  3786,  3800 

To  be  made  on  renewal  or  continuance  certificate 3804 
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[See  Paragraphs  3812-3814.) 

Paragraph 

Notes,  for  deferred  payments,  amount  if  not  deductible 3850 

Given  as  security 383? 

Or  coupons  covering  interest 3840 

Payable  on  demand  promissory  notes 3831 

Offer  in  compromise,  report  of 3958 

Officers,  directors  of  corporations  are 3906 

To  make  investigations 3956 

Oleomargarine,  bonds  of  manufacturers  of 3800 

Optional  registration,  provision  for  in  instrument,  effect  of 3787 

Options,  and  contracts  for  purchase  of  real  estate 3865 

Packages,  see  parcel-post  packages. 

Parcel-post  packages,  Schedule  A 14 3543 

Mailed  from  one  point  to  another  in  Porto  Rico 3936 

Postmaster  to  require  evidence 3938 

Sent  by  a State  or  political  subdivision  thereof 3938 

To  or  from  Hawaii  or  Alaska • 3934 

Parcel-post  packages  to  or  from  Porto  Rico,  Philippines,  Canal  Zone,  and  Virgin 

Islands 3935 

To  United  States  Expeditionary  Forces 3937 

To  United  States  naval  vessels 3937 

Parcel-post  shipments,  by  Federal  reserve  banks 3933 

Partnership  property,  reconveyance  of,  by  receivers 3875 

Partition  deeds,  when  subject  to  tax 3876 

Passage  tickets,  Schedule  A 10 3539 

Issued  on  exchange  orders 3902 

Issued  on  exchange  orders  purchased  in  Canada  or  Mexico 3901 

Issued  to  certain  foreign  representatives 3895 

Issued  to  Federal  and  State  officials 3895 

Issued  to  military  and  naval  forces 3895 

Issued  to  private  individuals 3897 

Prepaid  orders  for 3900 

Sold  in  United  States  from  ports  not  in  United  States,  Canada,  or  Mexico.  . . . 3903 

To  Hawaii  and  Alaska 3899 

To  Porto  Rico  and  Philippine  Islands 3898 

To  ports  not  in  United  States,  Canada,  or  Mexico. 3902 

Payee,  foreign,  draft  drawn  abroad  with 3818 

Drawee  or  indorsee  to  see  that  tax  is  paid 3817 

In  Canada,  promissory  note  executed  and  mailed  to,  in  the  United  States.  . . . 3847 

In  United  States,  promissory  note  executed  and  mailed  to,  in  Canada 3846 

Payment,  suspension  of,  or  forbearance 3839 

Philippines,  parcel-post  packages  to  or  from 3935 

Passage  tickets  to 3898 

Time  drafts  covering  shipments  from 3829 

Time  drafts  covering  shipments  to 38. ’8 

Place  of  manufacture,  stamps  may  be  affixed  at 3948 

Playing  cards,  Schedule  A 13 3542 

Person  receiving  packages  of,  for  sale,  on  which  stamps  are  broken 3932 

Policies  executed  before  April  1,  1919,  premiums  bn 3802 

Guaranteeing  title  to  real  estate 3802 

Mortgage  guarantee 3802 

Of  guaranty  and  fidelity  insurance 3802 

' Of  guaranty  insurance,  guarantee  title  insurance,  taxed  as 3801 

Policy  loan  agreements. 3843 

Policy  loan  and  premium  extension  agreements,  when  not  taaxble 3843 

Porto  Rico,  parcel-post  packages  mailed  from  one  point  to  another  in 3936 

Parcel-post  packages  to  or  from 3935 

Passage  tickets  to 3898 

Time  drafts  covering  shipments  from 3829 

Time  drafts  covering  shipments  to 3828 

Postage  stamps,  not  to  be  used  for  internal-revenue  taxes 3953 

Post-dated  checks 3845 

Postmaster,  stamps  to  be  delivered  to 3947 

To  require  evidence  relative  to  parcel-post  packages 3938 
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Paragraph 

Post  stamping,  separate  report  not  required  in  each  instance 3958 

Power  of  attorney,  authorizing  deputy  to  have  access  to  safe 3929 


Authorizing  officer  of  Federal  reserve  bank  to  assign  United  States  bonds 

deposited  as  security 3930 

Power  of  attorney,  authorizing  vendee  of  shares  of  stock  to  transfer  same 3927 

Contained  in  assignment,  for  valuable  consideration 3920 


Copy  of,  reprinted  on  form  provided  by  Government  and  filed  in  executive 

department 3928 

Executed  and  delivered  before  April  1,  1919 3931 

From  corporation  to  resident  agent 3918 

General,  to  person  not  an  officer;  revenue  stamp  required  on  each  instrument 

executed  under 3915 

Including  sale,  assignment,  or  transfer  of  stock 3927 

Pro  forma,  in  printed  assignment  on  bonds  or  stocks 3922 

Instrument  appointing  attorney  in  fact  to  transfer  stock  on  books  of  corporation.  3921 
Instrument  authorizing  secretary  of  corporation  to  transfer  stock  on  books  of 

corporation  not  taxable  as 3921 

Mailed  abroad  to  party  in  United  States 3925 

Mailed  in  United  States  to  point  abroad 3925 

Resolution  of  board  of  directors,  when  not  taxable  as 3914 

Tax  on,  when  due 3912 

To  sell  or  transfer  Government  bonds 3919 

To  sell,  etc.,  shares  of  capital  stock,  taxable,  unless 3926 

Power  of  sale,  embodied  in  mortgage  not  taxable 3916 

Powers  of  attorney,  Schedule  A 12 3541 

Premium,  notation  of,  to  be  made  on  renewal  or  continuance  certificate 3804 

Rate  and  amount  of,  shown  on  bond  or  policy 3803 

Premium  extension  agreements 3843 

Premiums,  on  bonds 3802 

What  taxable 3804 

Prepaid  orders,  for  passage  tickets 3900 

Principal,  deed  by  agent  to 3874 

Private  individuals,  passage  tickets  issued  to 3897 

Proceeds  of  draft  covering  exports  to  a foreign  country,  draft  drawn  against 3823 

Pro  forma  power  of  attorney,  in  assignment 3920 

In  printed  assignment  on  stock  or  bonds 3922 

Promissory  note,  certificate  of  deposit  not  taxable  as 3844 

Conditional  bills  of  sale  in  form  of 3793 

Coupon  covering  interest  not  a 3840 

Defined 3830 

Executed  and  mailed  in  Canada 3846 

Executed  and  mailed  to  payee  in  Canada 3847 

Extension  or  renewal  of,  by  extension  of  mortgage 3834 

Given  as  security 3832 

Instrument  containing  essential  features  of,  issued  by  corporation  in  numbers, 

under  trust  indenture,  a bond 3787 

Issued  by  foreign  government 3836 

Note  payable  on  demand  is 3831 

Payment  of  interest  in  advance  after  maturity  of 3842 

Policy  loan  and  premium  extension  agreement  taxable  as,  when 3843 

Renewal  of 3833 

Secured  by  certificate  of  indebtedness  issued  by  Director  General  of  Railroads.  . 3838 

Secured  by  joint-stock  land-bank  mortgage 3835 

Secured  by  obligations  of  United  States 3837 

Promissory  note,  secured  by  United  States  bonds 3837 

Warrant  of  attorney  in,  authorizing  confession  of  judgment 3923 

Promissory  notes,  drafts,  and  checks,  Schedule  A 6 3534 

Promulgation  of  regulations 3961 

Prosecution  recommended,  separate  report  required 3958 
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Paragraph 

Proxies,  Schedule  All 3540 

Executed  and  accepted  before  April  1,  1919 3908 

Sent  out  by  corporations,  may  be  stamped  after  executed  and  delivery 3911 

Stamp  may  be  affixed  and  canceled  by  either  party 3905 

Tax  on,  attaches  to  instrument 3904 

To  vote  for  officers  and  for  other  purposes 3909 

To  vote  stock  of  building  and  loan  associations 3907 

Purchase  money,  time  draft  to  secure 3824 

Purchase  of  stamps 3946 

Public  officials,  bonds  of 3807 

Quarterly  reports 3958 

Quit-claim  deeds 3864 

Railroads,  undertaking  by  shipper  to  hold  harmless 3810 

Rate  of  premium  and  amount  to  be  shown  on  face  of  bond  or  policy 3803 

Real  estate,  conveyance  of,  by  coowners,  in  consideration  of  capital  stock 3883 

Conveyance  of,  bv  corporation  to  owner  of  capital  stock 3885 

Conveyance  to  officer  of  corporation  by  corporation 3892 

Deed  by  executor  conveying  parcels  of 3884 

Deed  conveying,  to  a State 3868 

In  foreign  country,  conveyance  of 3878 

Judgment  or  decree  of  State  court  transferring  title  to 3890 

Options  and  contracts  for  purchase  of 3865 

Sold  for  nonpayment  of  taxes,  deeds  conveying 3867 

Sold  to  United  States  Government 3888 

Real  estate  mortgages,  bonds  accompanying 3782 

Real  property,  contracts  for  sale  of 3880 

Leases  of 3882 

What  constitutes,  determinable  by  law  of  State  where  located 3858 

Realty,  what  constitutes 3858 

Receipt,  Form  1,  not  to  be  used  in  reporting  tax  paid  for  stamps 3959 

Receivers,  certificates  of  indebtedness  issued  by 3794 

Court,  bonds  of 3806 

In  bankruptcy,  bonds  of 3806 

Reconveyance  of  partnership  property  by 3875 

Recognizance 3806 

Recommendation  of  prosecution,  separate  report  required 3958 

Reconveyance,  of  partnership  property  by  receivers 3875 

By  building  and  loan  association 3872 

By  “straw  man” 3873 

Redemption  of  stamps 3954 

Referee,  deed  executed  by,  tax  on 3851 

Referee  in  bankruptcy,  bond  of 3806 

Refund,  for  stamps 3940 

Regulations,  covering  issue,  sales,  and  transfers  of  stock,  and  sales  of  products  for 

future  delivery 3961 

Generally  applicable  to  stamp  taxes  under  act  of  October  3,  1917 3942 

Promulgation  of 3961 

Release,  deeds  of 3866 

Renewal,  agreement  extending  maturity  of  mortgage  bond  taxable  as 3784 

Indorsement  of  payment  of  interest  in  advance  after  maturity  of  promissory 

note,  a 3842 

Of  bond,  agreement  extending  mortgage  accompanied  by  bond,  operates  as.  . 3783 

Of  promissory  note 3833 

Of  promissory  note  by  extension  of  mortgage. . 3834 

Payment  of  interest  on  demand  note  not  a 3841 

Renewal  certificate 3804 

Reports,  how  marked 3957 

Resident  agents,  powers  of  tatorney  by  corporations  to 3918 

Revenue  Act  of  1918 3500 

Date  effective 3779 

Schedule  A 3520 

Title*XI,  Stamps  axes,  Section  1100 3500 

Section  1101 3501 

Section  1102 3502 
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Paragraph 

Section  1103 3508 

Section  1104 3514 

Section  1105 3515 

Section  1106 3518 

Section  1107 3519 

Section  1305 8002 

Section  1309 8012 

Section  1311 8015 

Section  1312 3542 

Section  1316 8029 

Revenue  agents  reports  of 3957 

Revenue  agents  and  collectors  to  report ., 3957 

Revenue  officers  to  make  investigations 3956 

Round  trip  tickets 3903 

Sale  of  stock,  power  of  attorney  in  connection  with 3927 

Sale,  power  of,  embodied  in  mortgage 3916 

Sales  of  products  for  future  delivery,  regulations  covering  tax  on 3960 

Schedule  A,  revenue  act  of  1918,  an  extension  of  Schedule  A of  revenue  act  of  1917.  . 3943 

Schedule  A 1 3520 

School  districts,  bonds  issued  by 3798 

Scrip  dividend  certificates,  or  warrants 3788 

Seal,  guaranty  under,  a bond 3799 

Security,  bonds  of  indebtedness,  executed  and  delivered  as 3795 

Promissory  notes  given  as 3832 

Section  1100 3500 

Section  1101 3501 

Section  1102 3502 

Section  1103 3508 

Section  1104 3514 

Section  1105 3515 

Section  1106 3518 

Section  1107 3519 

Section  1305 8002 

Section  1309 8012 

Section  1311 8015 

Section  1312 3542 

Section  1316 8029 

Separate  reports,  to  be  made 3957 

When  not  required 3958 

Sheriff,  deed  executed  by 3851,  3856 

Shipments,  by  Federal  reserve  banks 3933 

Shipper,  agreement  by,  to  hold  harmless 3810 

Sight  draft,  accompanied  with  instructions 3819 

When  taxable 3819 

“Sold”  defined 3852 

Stamp  deputy  collectors,  stamps  for  sale  by 3946 

Stamp  tax  acts,  former 3944 

Stamp  tax,  to  be  reported  for  assessment  only  where  instruments  can  not  be  stamped . . 3959 

When  not  to  be  reported  for  assessment 3959 

Stamp  taxes,  present  regulations  generally  applicable 3942 

Title  XI 3500 

Schedule  A 3520 

Under  revenue  act  of  1918 3942 

Stamps,  affixed  and  canceled  not  to  be  again  used 3940 

Affixed  to  interim  certificates 3786 

Affixed  to  temporary  bonds 3786 

Assistant  treasurers  of  United  States,  stamps  to  be  delivered  to 3947 

Both  parties  to  taxable  instrument  responsible  for  affixing 3941 

Documentary,  issued 3945 

May  be  affixed  to  indenture,  when 3785 

May  be  affixed  to  proxies  by  corporation 3911 

Necessary  amount  of,  to  be  affixed  to  indenture  at  time  of  each  issue  of  bonds. . 3785 
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New,  on  packages  of  playing  cards,  when  required 3932 

Not  to  be  defaced  by  cancellation 3949 

Of  value  of  10  cents  or  more,  cancellation  of. 3950 

On  articles  imported  into  the  United  States 3948 

On  articles  manufactured  in  foreign  countries 3948 

On  imported  articles,  may  be  affixed  at  place  of  manufacture 3948 

On  proxies,  may  be  affixed  and  cancelled  by  either  party 3905 

On  time  drafts,  who  pay  for,  subject  for  adjustment  between  parties  thereto.  . 3817 

Refund  for ; . . : . . 3940 

Removal  from  instrument : 3940 

Rendered  useless 3954 

Revenue,  required  on  each  instrument  executed  under  general  power  of  attorney 

by  person  not  an  officer : . . . ! 3915 

To  be  affixed  to  bonds . . . 3785 

To  be  affixed  to  renewal  or  continuance  certificates 3804 

Two  or  more  may  be  used,  when f ..........  . 3955 

Where  purchased 3946 

Who  should  affix 3848 

Stamps,  documentary,  additional  cancellation  required. 3950 

Cancellation  of : : . ... . . 3949 

Issued  under  act  of  October  22,  1914 3952 

Issued  under  act  of  October  3,  1917 3952 

Only  to  be  used 3951 

Standing  timber 3858 

State,  deeds  to ,.  . 3868 

Parcel-post  packages  sent  by 3938 

State  officials,  bonds  of 3807 

Passage  tickets  issued  to 3895 

State  officer,  deeds  by 3867 

Stock,  authority  to  secretary  of  corporation  to  transfer,  on  the  books 3921 

In  corporation  a valuable  consideration 3863 

Of  building  and  loan  association,  proxies  to  vote 3907 

Power  of  attorney  authorizing  vendee  to  transfer 3927 

Or  bonds,  pro  forma  power  of  attorney  in  printed  assignment  on. 3922 

Or  bonds,  resolution  of  board  of  directors  authorizing  an  officer  of  the 

corporation  to  sell,  etc 3914 

Or  bonds,  resolution  of  board  of  directors  authorizing  person  not  an 

officer  to  sell,  etc 3914 

“Straw  man,”  deed  by  husband  and  wife  to 3873 

Supersedeas  bonds 3806 

Surety  bonds,  Schedule  A 2 3521 

Bonds  for  faithful  performance  of  work  or  contract  taxable  as 3805 

Suspension  of  payment  or  forbearance. 3839 

Tax,  attaches  to  instrument 3913 

Liability  to,  determined  by  form  or  face  of  draft 3819 

Not  measured  by  number  of  parties  to  power  of  attorney 3913 

On  conveyance  of  land  in  consideration  of  maintenance,  how  measured 3861 

On  deed,  executed  by  sheriff,  referee,  or  commissioner,  how  computed.. 3851 

On  deed,  how  computed. 3850 

On  deeds  on  exchange  of  properties . . 3857 

On  indemnity  and  surety  bonds,  amount  of 3811 

On  proxies,  not  measured  by  number  of  grantors  or  grantees 3904 

On  time  draft  or  check,  by  whom  paid. 3817 

Payment  of,  on  deed  on  foreclosure  ttr  execution . 3856 

Taxability  of  foreign  insurance  policies 3939 

Taxes  and  assessments,  when  deductible 3891 

Temporary  bonds . f . . . . . 3786 

Through  ticket 3903 

Tiniber,  standing . ......  t 3858 

Time,  draft,  covering  exports  to  foreign  country.  . . ...  .......  ....  . .3823 

. Covering  period  of  transit  to  seaboard.  ...  . . . . . ..  . ...  . . .3825 

Covering  shipment  to  Canal  Zone. . . . . . . 3827 
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Covering  shipment  to  Virgin  Islands,  Philippines,  and  Porto  Rico 3828 

Covering  shipment  from  Virgin  Islands,  Philippines,  and  Porto  Rico 3829 

Delivered  or  accepted  in  the  United  States 3826 

Draft  against  actual  shipment  taxable  as 3822 

Drawn  against  proceeds  of  draft  covering  exports  to  foreign  country 3823 

Or  check,  when  taxable 3816 

Payable  in  foreign  country 3826 

To  secure  purchase  money 3824 

Trade  acceptance  taxable  as 3821 

Title,  abstract  of 3881 

Deed  confirming 3879 

To  real  estate,  judgment  or  decree  of  State  court  transferring 3890 

Title  XI,  Stamp  taxes 3500 

Tobacco  and  cigars,  bonds  of  manufacturers  of 3800 

Tonwship  official,  bond  of 3807 

Trade  acceptances 3821 

Transfer  of  stock,  power  of  attorney  in  connection  with 3927 

Transit  to  seaboard,  time  draft  covering  period  of 3825 

Transfers  of  stock,  regulations  covering  tax  on 3960 

Transportation  bonds 3800 

Triplicate,  bonds  made  in,  notation  on 3800 

Trust,  deeds  of 3866 

Trust  indenture,  instruments  issued  by  corporations  in  numbers,  under 3787 

Trustee,  conveyance  by,  to  cestui  qui  trust,  without  consideration 3887 

Conveyance  to,  without  consideration 3887 

Deed  to,  for  benefit  of  creditor * 3871 

Trustee  in  bankruptcy,  bond  of 3806 

United  States,  bonds  executed  in  Canada  and  delivered  in 3796 

Conveyance  to 3888 

Includes  States,  District  of  Columbia,  Hawaii,  and  Alaska 3816 

Passage  tickets  issued  in,  to  ports  not  in  the  United  States,  Canada,  or  Mexico  3901 

Passage  tickets  sold  in  United  States  from  ports  not  in 3903 

Passage  tickets  to  ports  not  in 3902 

Power  of  attorney  mailed  in,  to  point  abroad 3925 

Power  of  attorney  mailed  in  foreign  country  to  point  in 3925 

Time  drafts  covering  shipments  from,  to  Canal  Zone 3827 

United  States  bonds,  power  of  attorney  authorizing  Federal  reserve  bank  officer  to 

assign 3829 

Promissory  notes  secured  by 3837 

United  States  Expeditionary  Forces,  parcel-post  packages  mailed  to 3937 

United  States  naval  vessels,  parcel-post  packages  mailed  to 3937 

United  States  obligations,  promissory  notes  secured  by 3837 

United  States  officials,  customhouse  entries  by 3893 

Passage  tickets  issued  to 3895 

Valuable  consideration,  stock  in  a corporation  is  a 3863 

Value,  actual,  basis  of  tax  on  exchange  of  properties 3857 

Actual,  measure  of  tax,  when 3849 

Vendee,  of  shares  of  stock,  power  of  attorney  authorizing  transfer  by 3927 

Or  grantee  to  pay  the  tax. 3856 

Village  officials,  bonds  of 3807 

Virgin  Islands,  parcel-post  packages  to  or  from 3935 

Time  drafts  covering  shipments  from 3829 

Time  drafts  covering  shipments  to 3828 

War  Finance  Corporation  bonds 3838 

Warehousemen,  bonds  of 3809 

Warehousing  bonds 3800 

Warrant  of  attorney,  in  a judgment  note  authorizing  confession  of  judgment 3923 

In  a lease 3924 

In  a promissory  note  authorizing  confession  of  judgment 3923 

Warrants,  scrip  dividend  certificates  or 3788 

Withdrawal  entries  from  customs  bonded  warehouses.  Schedule  A 9 3538 

Withdrawal  of  goods,  or  merchandise,  entries  for 3894 

END  OF  REGULATIONS  NO.  55. 
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June  20,  1919. 

(Act  of  October  3,  1917.) 

Preferred  Stock  of  One  Class  and  Common  Stock,  Issued  on  Exercise  of 
Right  of  Exchange  and  Conversion  by  Holders  of  Preferred  Stock 
of  Another  Class,  Held  Not  to  be  an  “Original  Issue.” 

United  States  District  Court:  Southern  District  of  New  York 
WABASH  RAILWAY  COMPANY,  Plaintiff, 
against 

WILLIAM  H.  EDWARDS,  Collector  of  United  States  Internal  Revenue 
for  the  Second  District  of  the  State  of  New  York,  Defendant. 

Pierce  & Greer,  Attorneys  for  Plaintiff, 

Winslow  S.  Pierce,  Lawrence  Greer  and  F.  C.  Nicodemus,  Jr.,  of  counsel. 

Francis  G.  Caffey,  United  States  Attorney,  for  Defendant. 

AUGUSTUS  N.  HAND,  District  Judge: 

3962  The  defendant  demurs  to  the  complaint  which  seeks  to  recover  taxes 
3522  paid  under  protest.  The  Wabash  Railway  Company  was  organized 
3577  in  1915  to  take  over  the  property  of  the  old  Wabash  Railroad  Com- 
pany. It  issued  three  classes  of  stock  and  paid  the  federal  excise 

tax  on  such  issuance.  This  stock  was  called  Preferred  A,  Preferred  B,  and 
Common,  and  each  share  had  a par  value  of  $100.  Holders  of  the  Preferred 
B stock  had  a right  by  the  terms  of  the  charter  of  the  company,  after  August 
1,  1918,  to  convert  and  exchange  this  stock  at  the  rate  of  $50  par  value  of 
Preferred  A stock  and  $50  par  value  of  Common  Stock  for  each  one  hundred 
dollars  par  value  of  Preferred  B Stock.  Numerous  holders  of  Preferred  B 
stock  availed  themselves  of  the  foregoing  privilege  and  thereafter  the  Com- 
missioner of  Internal  Revenue  ruled  that  the  stock  issued  by  virtue  of  the 
right  of  conversion  was  subject  to  a tax  of  5 cents  on  each  $100  face  value, 
or  fraction  thereof,  under  the  provisions  of  §800,  Schedule  A of  Title  VIII  of 
the  Act  of  October  3,  1917.  The  words  of  the  Act  particularly  applicable  here 
are  the  following: 

“3.  Capital  Stock,  issue:  On  each  original  issue,  whether  on 

organization  or  reorganization,  of  certificates  of  stock  by  any  associa- 
tion, company,  or  corporation,  on  each  $100  of  face  value  or  fraction 
thereof,  5 cents:  Provided,  That  where  capital  stock  is  issued 

without  face  value,  the  tax  shall  be  5 cents  per  share,  unless  the 
actual  value  is  in  excess  of  $100  per  share,  in  which  case  the  tax  shall 
be  5 cents  on  each  $100  of  actual  value  or  fraction  thereof.” 

3963  After  the  Commissioner  ruled  that  the  stock  issued  on  account  of  the 
conversion  privilege  was  subject  to  the  foregoing  tax,  the  plaintiff 

paid,  under  protest,  $11,588.90  claimed  by  the  Government  as  such  tax  and 
now  seeks  to  recover  it. 

3964  The  question  is  whether  the  new  ^certificates  issued  to  those  stock- 
holders who  exercised  their  right  of  exchange  are  to  be  regarded  as  an 

“original  issue”  within  the  meaning  of  the  foregoing  language  of  the  Act. 
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3965  The  Commissioner,  in  rejecting  plaintiff’s  claim  for  a refund,  said: 

«*  * * The  fact  t|iat  these  shares  of  stock  were  issued 

in  exchange  for  like  amounts  of  5%  convertible  preferred  stock  “B” 
does  not  affect  the  taxability  of  the  shares  of  stock  issued.  Al- 
though there  was  no  increase  in  the  total  number  of  shares  out- 
standing, the  reclassification  of  your  capitalization  was  accomplished 
by  the  original  issue  of  stock  not  before  issued  which  represented 
new  rights  of  ownership  and  contractual  relations  different  from 
those  of  the  stock  converted.” 

3966  Undoubtedly  the  new  certificates  represent  rights  in  or  against  the 
corporation  which  the  particular  stockholders  did  not  have  before. 

Preferred  B stock  is  a simple  non-cumulative  5%  stock,  whereas  Preferred  A 
stock  after  5%  dividends  are  paid  to  it  and  to  Preferred  B stock,  is  entitled 
to  receive  additional  dividends,  under  the  terms  of  the  charter,  at  the  same 
rate  per  cent,  as  any  further  or  additional  dividends  which  may  be  declared 
upon  the  common  stock.  The  exchange  results  in  a substitute  of  Preferred 
A and  Common  stock  for  the  former  Preferred  B stock  with  consequent  new 
rights  and  obligations  as  between  the  stockholder  who  has  received  the  ex- 
change and  the  Railway  Company.  But,  on  the  other  hand,  the  entire 
consideration  upon  which  any  stock  at  all  could  be  issued  was  the  property 
received  by  the  company  at  the  time  of  the  reorganization.  This  was  fur- 
nished by  those  to  whom  the  first  stock  issue  was  made.  The  total  stock  lia- 
bility of  the  company  has  remained  at  all  times  the  same  and  has  not  been 
affected  in  the  least  by  the  exercise  of  the  conversion  privilege  on  the  part  of 
certain  of  the  stockholders,  though  the  value  of  the  holdings  of  a given  stock- 
holder as  well  as  his  peculiar  dividend  rights  may  have  become  different  after 
the  exchange  from  what  they  were  before.  If  the  corporation  had  issued  a 
stock  dividend  there  would  be  other  considerations,  for  then  a portion  of  the 
assets  would  have  been  withdrawn  from  the  dividend  paying  power,  the  total 
stock  liability  of  the  company  would  have  been  increased  and  there  would  be 
ground  for  saying  that  there  was  a further  “original  issue”  of  stock. 

3967  That  the  tax  is  laid  upon  the  stock  which  the  company  originally 
issues,  and  not  upon  certificates  creating  no  addition  to  the  total  stock 

liability  of  the  company,  is  further  somewhat  borne  out  by  the  language  of 
§800  of  the  Act  in  question  which  levies  the  tax  on  the  corporation  which 
“issues”  the  certificates  “or  for  who§e  use  or  benefit  the  same  are  * * * 

issued.”  In  other  words,  the  tax  is  laid  upon  an  excise  or  privilege  of  the 
corporation  employed  for  its  benefit.  The  creation  of  the  right  of  conversion 
may,  to  be  sure,  have  aided  the  company  in  selling  Preferred  B stock,  but  the 
exercise  of  the  privilege  by  the  stockholders  which  results  in  the  issuing  of 
the  new  certificates  can  by  no  possibility  benefit  the  company  and  constitutes 
essentially  nothing  but  an  adjustment  among  existing  stockholders  of  rights 
which  always  attached  to  the  original  stock  issue  by  virtue  of  the  provisions 
of  the  charter.  In  view  of  the  ordinary  rule  that  a tax  law  is  to  be  construed 
strictly,  and  of  the  further  consideration  that  the  general  purpose  of  the  Act 
seems  to  be  to  tax  stock  issues,  which  are  for  the  “use  or  benefit”  of  the  cor- 
poration, I cannot  regard  an  issue  of  stock  based  upon  a conversion  privilege 
which  does  not  increase  the  total  stock  liability  of  a corporation  as  coming 
within  the  purview  of  the  statute.  I think  the  Act  was  designed  to  tax  com- 
panies for  the  privilege  of  issuing  stock  in  return  for  property  against  which 
the  stock  is  first  put  out  as  an  equivalent,  but  not  to  tax  subsequent  issues 
based  upon  mere  conversions,  subdivisions  or  reclassifications  of  the  original 
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total.  . 0 

Could  v.  Gould,  245  U.  S.  151.  W 

Bcnziger  v.  U.  S.,  192  U.  S.,  at  p.  55. 

United  States  v.  Wigglesworth,  2 Story  369. 

Partington  v.  Attorney-General,  L.  R.  4 H.  L.  122. 

3968  Another  reason  which  is  urged  by  the  plaintiff  for  the  construction 
which  1 have  adopted,  and  a persuasive  one,  is  the  interpretation 

heretofore  placed  by  the  Treasury  Department  upon  similar  Acts  of  Congress. 

3969  The  Spanish  War  Revenue  Act  of  June  13,  1898,  had  provisions  ^ 

practically  identical  with  those  under  consideration.  The  Depart- 
ment ruled  (T.  D.  20694,  Feb.  7,  1899)  that  a substitution  in  the  hands  of  the 

same  stockholder  of  certificates  for  stock  of  a different  class  did  not  give  rise 
to  a tax.  The  Emergency  War  Revenue  Act  of  October  22,  1914,  contained  a 
like  taxing  provision  and  the  Department  again  ruled  that: 

“Preferred  Stock  issued  in  lieu  of  Common  Stock  not  taxable 
where  there  is  no  change  of  ownership.”  (T.  D.  2051,  March  9,  ^ 

1914.) 

397  0 All  the  stock  of  the  plaintiff  at  the  time  of  the  reorganization  was 
issued  and  the  tax  paid  for  the  issuance  under  the  Act  of  1914.  Not 
until  August  20,  1918,  did  the  Department  announce  its  novel  ruling  under 
the  present  Act  of  October  3,  1917,  when  it  promulgated  the  following: 

“If  a corporation  issues  preferred  stock  in  place  of  common  stock, 
or  one  kind  of  preferred  stock,  in  place  of  another  kind  of  preferred 
stock,  or  stock  without  par  value  in  place  of  stock  with  par  value, 
the  tax  applies,  even  though  the  total  outstanding  stock  is  not  there- 
by increased.”  (T.  D.  2752,  August  20,  1918.) 

397  1 It  is  well  established  that  a settled  administrative  construction  of  a V 

statute  when  followed  by  a reenactment  of  the  statute  without  change 
is  to  be  read  into  the  statute  and  treated  as  adopted  by  Congress: 

United  States  v.  Falk,  204  U.  S.  152. 

United  States  v.  Hermanos  y Campania,  209  U.  S.  337. 

Komada  v.  United  States,  215  U.  S.  392. 

397  2 Language  practically  identical  with  the  present  has  for  about  twenty 
years  received  an  interpretation  by  the  Treasury  Department  which  would 
not  subject  the  issuance  of  the  stock  under  consideration  to  an  excise  tax. 

The  privilege  of  conversion  may  fairly  be  said  to  have  been  created  by  the 
plaintiff’s  charter  in  view  of  a long  continued  and  uniform  construction  by  the 
Treasury  Department  then  applicable  to  the  existing  Act  of  1914.  Irrespec-  V 

tive  of  original  considerations,  it  is  now  too  late  for  the  Department  to  change 
and  by  a novel  ruling  to  alter  a long  settled  interpretation  of  language  taken 
from  former  Acts  of  Congress  and  thus  to  subject  the  issuance  of  stock  under 
conversion  privilege  created  prior  to  the  passage  of  the  present  Act  to  an  un- 
expected tax.  All  this  could  have  been  done  by  Congress  if  language  had  been 
used  specifically  calling  for  such  a result,  but  it  cannot  be  accomplished  by 
the  mere  use  of  general  terms  which  because  of  the  repeated  rulings  of  the  k* 

Department  do  not  have  the  meaning  to  the  business  community  now  sought 
to  be  placed  upon  them.  It  is,  of  course,  for  the  very  purpose  of  making 
men’s  rights  clearly  understood,  that  the  courts  have  held  that  long  settled 
constructions  of  phrases  by  courts  or  governmental  departments  are  to  be 
read  into  statutes  relating  to  kindred  subject  matters.  The  present  case  is 
one  where  this  doctrine  seems  eminently  reasonable  and  just. 

3973  The  demurrer  is  overruled. 
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3974  Stock  transfers  fname  of  decedent  to  executor  or  administrator : and 
[3524  from  such  to  another. — Reference  is  made  to  your  letter  of  June  26. 

You  are  advised  that  this  office  holds  that  a certificate  of  stock  trans- 
ferred from  the  name  of  a decedent  person  to  that  of  his  executor  or  adminis- 
trator is  not  subject  to  tax  under  Section  1107,  subdivision  (4),  Revenue  Act 
of  1918,  but  any  transfer  by  the  administrator  or  executor  to  a distributee  of 
the  estate  or  any  other  person  is  subject  to  tax.  (Letter  to  A.  Iselin  & Co., 
New  York,  N.  Y.,  signed  by  Deputy  Commissioner  John  E.  Walker,  and 
dated  July  1,  1919.) 


(T.  D.  2891.) 

3975  Additional  Regulations,  relating  to  stamp  tax  on  foreign  insurance 

3544  policies  under  subdivision  15  of  Schedule  A,  Title  XI,  Revenue  Act 
3546  of  1918,  supplementing  Regulations  No.  55. — The  following  regula- 
3939  tions  relating  to  the  stamp  tax,  under  the  above  subdivision  [Sub- 
division 15,  Schedule  A,  Title  XI,  Revenue  Act  of  1918],  are  issued  as  a 
substitute  for  Art.  156  3939]  of  Regulations  No.  55. 

3976  Art.  156.  (I)  Authority  for  Regulations. — Sec.  1309.  That  the 

Commissioner,  with  the  approval  of  the  Secretary,  is  hereby  author- 
ized to  make  all  needful  rules  and  regulations  for  the  enforcement  of  the 
provisions  of  this  Act. 

3977  (2)  Definitions. — When  used  in  these  Regulations — 

3978  (a)  The  term  “insurer”  includes  any  person,  copartnership,  associa- 
tion, or  corporation  transacting  the  business  of  insurance,  and  also 

any  agent  or  broker,  wherever  applicable; 

3979  (b)  The  term  “insurance”  includes  every  manner  of  providing 
indemnity  against  risks  upon  property  of  any  description  (including 

rents  and  profits)  from  peril  by  sea  or  inland  waters  or  in  transit  on  land 
(including  transshipments  and  storage  at  termini  or  way  points)  or  by  fire, 
lightning,  tornado,  windstorm,  bombardment,  invasion,  insurrection,  or  riot; 

3980  (c)  The  term  “policy  of  insurance”  includes  any  instrument  by  what- 
ever name  the  same  is  called  whereby  insurance  is  made  or  renewed 

by  the  insurer,  as  policies,  binders,  certificates,  open  policies,  covering  notes, 
memoranda,  cablegrams  or  letters. 

3981  (d)  The  term  “other  instrument”  includes  any  instrument  by  which 
insurance  is  made  or  renewed,  i.  e.,  by  which  the  relationship  of 

insurer  and  insured  is  created  or  evidenced,  whether  it  be  a letter  of  accept- 
ance, cablegram,  or  other  instrument  by  whatever  name  called; 

3982  (e)  The  expression  “whereby  insurance  is  made  or  renewed”  includes 
any  evidence  or  confirmation  of  a binding  contract  of  insurance 

whereby  a risk  is  assumed  by  the  insurer; 

3983  (f)  The  term  “issue”  means  the  act  whereby  insurance  is  made  or 
renewed  cr  in  any  manner  becomes  a binding  contract  effective  for 

insurance; 

3984  * (g)  The  term“premium  charged”  means  the  total  premium  payable 

during  the  life  of  a contract  of  insurance  and  shall  include  any  addi- 
tional assessment  or  charge  in  the  nature  of  a premium  which  may  be  assessed 
or  charged  during  the  life  of  a contract  of  insurance,  whether  payable  in  one 
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sum  or  in  installments  and  however  paid  (and  though  never  paid  if  the  con- 
tract of  insurance  be  delivered  and  accepted  or  otherwise  becomes  binding 
upon  the  insurer); 

3985  (h)  The  term  “premium”  means  the  agreed  price  for  assuming  and 
carrying  the  risk.  It  includes  all  that  is  received  by  the  underwriter 

therefor  and  is  in  fact  the  total  consideration  receivable  for  underwriting  the 
risk,  whether  in  one  sum  or  in  installments,  during  the  life  of  the  policy; 

3986  (i)  The  term  “United  States”  includes  the  States  of  the  United  States, 
the  Territories  of  Alaska  and  Hawaii,  and  the  District  of  Columbia. 

3987  (3)  Effective  date.— Policies  of  insurance  which  are  issued  and 
accepted  on  and  after  April  1,  1919,  regardless  of  when  the  insurance 

thereunder  becomes  effective,  are  subject  to  tax;  but  policies  which  were 
issued  and  accepted  prior  to  April  1,  1919,  if  issued  in  the  usual  course  of 
business  and  according  to  general  custom  and  not  for  the  purpose  of  evading 
the  tax,  are  not  subject  to  tax. 

3988  (4)  Persons  liable. — The  insurer,  the  agent,  or  broker,  effecting, 
accepting,  placing  or  soliciting  the-  insurance,  and  also  the  insured 

are  each  liable  for  the  tax. 

3989  (5)  What  instruments  must  bear  a stamp. 

3980  (a)  The  stamp  must  be  affixed  to  the  first  instrument  by  which  the 

insurance  is  made  or  renewed,  i.  e.,  by  which  the  relationship  of 
insurer  and  insured  is  created  or  evidenced,  whether  it  be  a letter  of  accept- 
ance, cablegram,  or  other  instrument  by  whatever  name  called; 

3991  (b)  In  the  case  of  so-called  “open  policies”  or  “open  cargo  covers,” 
where  the  amount  of  the  premium  is  not  definitely  determined  at 

time  of  issuance,  the  stamps  may  be  affixed  to  the  receipts  for  monthly  or 
other  payments  if  proper  notation  be  made  upon  such  receipts  identifying  the 
original  instruments  to  which  they  apply; 

3992  (c)  In  the  case  of  a binder  or  other  instrument  whereby  insurance  is 
made  or  renewed,  issued  without  agreement  as  to  the  premium  to  be 

charged,  stamps  must  be  affixed  when  the  amount  of  the  premium  is  deter- 
mined. 

3983  (6)  Insured  to  retain  policy  for  two  years. — The  person  having 

control  or  possession  of  a policy  of  insurance  or  other  instrument  to 
which  documentary  stamps  shall  be  aff  xed  according  to  law  shall  retain  such 
instrument  for  the  period  of  two  years  from  the  date  of  issuance  thereof,  for 
the  purpose  of  enabling  internal  revenue  off cers  to  verify  the  fact  that  pay- 
ment of  the  full  amount  of  tax  due  thereon  has  been  made. 

3994  (7)  Subsequent  instrument  shall  indicate  prior  document  to  which 

stamps  are  affixed.- — Any  policy  of  insurance  or  other  instrument 
which  is  subsequent  to  or  ■which  confirms  a contract  of  insurance  that  is 
created  or  evidenced  by  any  prior  instrument  by  which  insurance  was  origi- 
nally made  or  renewed,  shall  bear  a notation  designating  such  prior  instru- 
ment (hereinafter  referred  to  as  the  original  instrument)  and  showing  that 
the  proper  stamps  have  been  affixed  thereto  and  cancelled.  By  this  is  meant 
that,  if  a letter,  cablegram,  or  other  instrument  is  so  worded  that  it  establishes 
or  evidences  a contractual  relation  between  the  insurer  and  the  insured, 
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executed  or  executory,  by  which  insurance  is  made  or  renewed,  or  by  which 
the  relationship  of  insurer  and  insured  is  created  or  evidenced,  such  instru- 
ment shall  be  construed  as  the  original  instrument,  and  must  have  stamps  of 
the  proper  amount  affixed  to  it,  and  any  policy  or  other  instrument  which  is 
subsequent  to  or  which  confirms  such  original  instrument  must  bear  thereon 
the  notation  above  indicated. 

3995  (8)  Subsequent  instruments  that  must  be  stamped. — In  case  an 

instrument  subsequent  to  the  original  instrument  provides  for  the 
payment  of  a premium  greater  than  the  premium  provided  for  in  the  original 
instrument,  such  subsequent  instrument  must  have  affixed  thereto  stamps 
equal  to  the  tax  imposed  upon  the  additional  premium  charged  therein; 
also  such  subsequent  instrument  must  bear  notation  of  the  stamps  affixed  to 
the  original  instrument  (Sec.  7).  The  same  rules  apply  to  any  riders,  endorse- 
ments, or  other  forms  attached  to  or  forming  a part  of  any  original  or  sub- 
sequent instrument  where  such  rider,  endorsement,  or  other  form  provides 
for  the  payment  of  a premium  greater  than  theretofore  charged. 

3996  (9)  Unstamped  instruments  and  those  bearing  no  notation  of  stamp- 
ing.— Failure  (a)  to  stamp  the  original  instrument  by  which  insurance 

is  made  or  renewed,  whether  it  be  a letter  of  acceptance,  cablegram,  or 
other  instrument  by  whatever  name  called,  or  (b)  to  indicate  that  such 
original  instrument  wras  properly  stamped  on  any  policy  or  other  instrument 
which  is  subsequent  to  or  which  confirms  the  contract  of  insurance  that 
is  created  or  evidenced  by  any  prior  instrument  by  which  insurance  was 
made  or  renewed,  will  be  held  to  raise  a presumption  of  an  intent  to  evade 
the  payment  of  tax  under  the  provisions  of  the  Act. 

3997  (10)  Measure  of  tax. — The  tax  is  measured  by  total  premium  paid, 
including  any  additional  assessment  or  charge  in  the  nature  of  a 

premium  on  each  policy  of  insurance  or  other  instrument  by  which  insurance 
is  made  or  renewed,  and  is  at  the  rate  of  3 cents  on  each  dollar  or  fractional 
part  thereof  of  such  premium;  for  example,  upon  a premium  charge  of  $10.10 
the  tax  imposed  is  33  cents,  being  3 cents  for  each  dollar  and  3 cents  for  the 
fractional  part  of  a dollar. 

3998  (11)  Insurance  on  commodities  exported. 

3999  (a)  No  tax  is  imposed  upon  the  premium  charged  for  insurance 
issued  to  cover  commodities  which  are  in  the  actual  process  of  exporta- 
tion and  which  have  begun  their  voyage  or  preparation  for  the  voyage  from 
the  United  States; 

4000  (b)  If  a policy  or  other  instrument  is  issued  covering  both  export  and 
non-export  property,  the  tax  will  be  computed  upon  the  full  amount 

of  the  premium  charged,  unless  such  instrument  clearly  indicates  the  property 
for  export  and  the  premium  charged  for  the  insurance  thereon* 

4001  (12)  Movable  property. — Movable  property  such  as  rolling  stock  of 
railroads,  ships,  vessels,  barges,  and  other  similar  movable  property, 

shall  be  held  to  be  property  within  the  United  States  if  the  principal  place 
of  business  of  the  corporation  or  partnership,  owning  and  controlling  the 
same,  is  located  within  the  United  States,  or  in  the  case  of  an  individual,  if 
he  resides  in  the  United  States,  unless  such  property  is  permanently  located 
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without  the  United  States  for  the  purpose  of  ordinary  use.  The  nation  of 
registry  of  a vessel  shall  have  no  bearing  upon  the  location  of  the  property 
in  the  same.  . - . ’ S'l. 

4002  (13)  Credits  and  refunds. — In  case  a policy  of  insurance  or  other  in- 
strument is  issued  and  accepted  by  the  insured,  and  afterwards,  for  any 

reason,  such  insurance  does  not  become  effective,  the  value  of  the  stamps 
affixed  thereto  will  be  refunded  upon  a proper  claim  presented  to  the  collector 
of  internal  revenue. 

4003  (14)  Penalties. — In  addition  to  the  penalties  provided  by  Sec.  1102 
of  the  Revenue  Act  of  1918,  subdivision  15  of  Schedule  A imposes  a 

penalty  of  double  the  amount  of  the  tax  upon  (a)  any  person  to  or  for  whom 
or  in  whose  name  any  such  policy  or  other  instrument  is  issued,  or  (b)  any 
solicitor,  agent,  or  broker  acting  for  or  on  behalf  of  such  person  in  the  pro- 
curement of  any  such  policy  or  other  instrument,  who  fails  to  affix  the  proper 
stamps  to  such  policy  or  other  instrument,  with  intent  to  evade  the  tax. 

4 004  (15)  Returns. — No  monthly  return  or  monthly  statement  showing 

a list  of  policies  or  other  instruments  by  which  insurance  was  made 
or  renewed  upon  property  located  in  the  United  States  by  a foreign  corpora- 
tion or  partnership  or  non-resident  individual  will  at  this  time  be  required 
from  any  person  to  or  for  whom  or  in  whose  name  such  policy  or  other  instru- 
ment is  issued,  or  from  the  solicitor  or  broker  acting  directly  or  indirectly 
for  or  cn  behalf  of  such  person,  but  each  person,  solicitor,  or  broker  accept- 
ing, placing,  or  soliciting  such  policy  or  other  instrument  shall  keep  a record 
of  each  policy  or  other  instrument  subject  to  the  tax  imposed  by  this  sub- 
division by  which  he  has  directly  or  indirectly  made,  placed,  solicited,  or 
assisted  in  the  making  or  renewal  of,  such  insurance,  or  for  which  he  has 
paid  or  received  compensation,  and  shall  be  prepared  to  furnish  full  infor- 
mation to  the  Commissioner  at  any  time  upon  demand.  (T.  D.  2891,  signed 
by  Commissioner  Daniel  C.  Roper,  and  dated  July  17,  1919.)  [Released  for 
publication  July  22,  1919.] 


(T.  D.  2900.) 

4005  Indemnity  Bonds  given  to  secure  the  United  States  against  lost 
3501  checks  issued  on  War  Risk  Insurance,  are  not  subject  to  tax. — It 

appears  that  claims  for  insurance  under  the  War  Risk  Insurance  Act 
are  paid  by  checks,  and  such  checks  are  sometimes  lest  or  accidentally  de- 
stroyed before  they  can  be  presented  for  payment,  and  bonds  of  indemnity 
for  the  protection  of  the  United  States  have  to  be  given  under  section  3646  R. 
S.  before  a duplicate  check  may  be  issued. 

4006  The  question  has  been  raised  as  to  whether  such  bonds  are  taxable. 

4007  You  are  advised  that  by  Section  1101  of  the  Revenue  Act  of  1918,  in- 
demnity bonds  given  by  soldiers,  sailors,  marines  or  other  persons  en- 
titled to  insurance  under  the  War  Risk  Insurance  Act,  for  the  projection  of  the 
United  States  against  loss  by  reason  of  the  issuance  of  duplicate  checks  for 
such  insurance,  are  exempted  from  the  stamp  tax  imposed  by  subdivision  2, 
Schedule  A.  Title  XI  of  said  Act.  (T.  D.  2900,  signed  by  Commissioner 
Daniel  C.  Roper,  and  dated  July  25,  1919.) 
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(T.  D.  2913) 

4008  Additional  Regulations  Relating  to  the  Stamp  Tax  on  Bonds, 
3521  Indemnity  and  Surety,  and  Powers  of  Attorney,  Under  Sub- 
3541  division  2 and  Subdivision  12,  Schedule  A,  Title  XI,  Revenue 
8122  Act  of  1918,  Supplementing  Regulations  55. — Subdivision  2 of 

Schedule  A,  Title  XI,  Revenue  Act  of  1918  provides:  [f$521].  Sub- 
division 12,  Schedule  A,  Title  XI,  Revenue  Act  of  1918  provides:  [^[3541]. 
Section  1320  of  said  Revenue  Act  of  1918  provides:  [^8122].  In  accord- 

ance with  the  above  provisions  of  law  the  following  regulations  relating  to 
the  stamp  tax  under  subdivision  2 and  subdivision  12,  Schedule  A,  Title  XI, 
Act  of  1918,  are  issued  as  amendments  to  Art.  28  and  Art.  147  of  Regula- 
tions No.  55: 

4009  Art.  28. — (a)  Bonds  executed  for  the  due  execution  or  performance 
3807  of  any  contract,  obligation  or  requirement,  or  the  duties  of  any  office 

or  position,  and  to  account  for  money  received  by  virtue  thereof, 
furnished  in  compliance  with  the  laws  of  the  United  States  or  regulations 
made  pursuant  thereto  are  subject  to  the  stamp  tax  of  50  (ents,  even  though 
United  States  Liberty  bonds  or  other  bonds  of  the  United  States  are  depos- 
ited in  connection  therewith,  with  the  officials  having  authority  to  approve 
such  bonds,  in  lieu  of  surety  or  sureties,  under  the  provisions  of  Section  1320 
of  the  Revenue  Act  of  1918. 

4010  Art.  147a. — Powers  of  attorney  given  by  persons  who  deposit 
3930  United  States  Liberty  bonds  or  other  bonds  of  the  United  States  as 

security  in  lieu  of  surety  or  sureties  on  penal  bonds  under  the  provi- 
sions of  Section  1320  of  the  Revenue  Act  of  1918,  authorizing  the  official 
having  authority  to  approve  such  penal  bonds  to  collect  or  sell  such  United 
States  bonds  so  deposited  in  case  of  any  default  in  the  performance  of  any 
of  the  conditions  or  stipulations  of  such  penal  bonds,  are  not  subject  to 
the  stamp  tax.  (T.  D.  2913,  signed  by  Acting  Commissioner  J.  H.  Callan, 
and  dated  August  29,  1919.) 


(T.  D.  2919.) 

4011  Additional  Regulation  relating  to  stamp  tax  on  bonds  of  in- 
3520  debtedness  under  subdivision  1 of  Schedule  A,  Title  XI, 

Revenue  Act  of  1918,  supplementing  Regulations  No.  55.— 

Subdivision  1,  Schedule  A,  Title  XI,  Revenue  Act  of  1918,  provides: 
“Bonds  of  indebtedness:  on  all  bonds,  debentures,  or  certificates  of  in- 
debtedness issued  by  any  person,  and  all  instruments,  however  termed, 
issued  by  any  corporation  with  interest  coupons  or  in  registered  form,  known 
generally  as  corporate  securities,  on  each  $100  of  face  value  or  fraction 
thereof,  5 cents:  Provided,  That  every  renewal  of  the  foregoing  shall  be 
taxed  as  a new  issue;  Provided  further,  That  when  a bond  conditioned 
for  the  repayment  or  payment  of  money  is  given  in  a penal  sum  greater  than 
the  debt  secured,  the  tax  shall  be  based  upon  the  amount  secured.” 

4012  The  following  regulation  relating  to  the  stamp  tax  under  the  above 
subdivision  is  issued  as  an  amendment  to  Art.  14  of  Regulations  No. 

55  [1f3793j: 

Art.  14  (a). — Certificates  of  indebtedness. — The  term  “certificates 
of  indebtedness’ ’ includes  only  instruments  having  the  general  character  of 
investment  securities,  as  distinguished  from  instruments  evidencing  debts 
arising  in  ordinary  transactions  between  individuals.  (T.  D.  2919,  signed 
by  Commissioner  Daniel  C.  Roper,  and  dated  September  12,  1919.) 
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REGULATIONS  40  (Revised) 

Relating  to  the 

STAMP  TAX  ON  ISSUES,  SALES,  AND  TRANSFERS  OF  STOCK  AND 
SALES  OF  PRODUCTS  FOR  FUTURE  DELIVERY 

Under 

SUBDIVISIONS  3,  4,  AND  6 OF  SCHEDULE  A,  TITLE  XI,  OF  THE 
REVENUE  ACT  OF  1918. 

PART  I. 

ISSUES  OF  STOCK. 

Schedule  A 3.  Capital  stock,  issued  Paragraph 

Article  1.  When  tax  accrues 4013 

2.  Rate  of  taxation 4014 

3.  Computation  of  the  tax 4016 

4.  Issues  subject  to  tax 4020 

5.  Issues  not  subject  to  tax 4031 

6.  Stamp  tax  acts 4039 

7.  Documentary  stamps  used 4042 

8.  Stamps  to  be  attached  to  stock  book 4043 

PART  II. 

SALES  AND  TRANSFERS  OF  STOCK. 

Schedule  A 4.  Capital  stock,  sales  and  transfers 

Article  9.  When  tax  accrues 4044 

10.  Rate  of  taxation 4045 

11.  Computation  of  the  tax 4047 

12.  Sales  and  transfers  subject  to  tax 4049 

13.  Sales  and  transfers  not  subject  to  tax 4069 

14.  Inconsistent  by-laws,  rules  or  customs  of  exchanges 4083 

15.  Memoranda  of  sales . . . 4084 

16.  Records  of  sales  or  transfers  of  stock 4085 

17.  Returns  by  persons  making  sales 4090 

18.  Returns  by  clearing  houses 4093 

19  Stock  transfer  stamps 4099 

PART  III. 

SALES  OF  PRODUCTS  OR  MERCHANDISE  AT  OR  UNDER 
THE  RULES  OR  USAGES  OF  EXCHANGES  FOR  FUTURE 
DELIVERY. 

Schedule  A 5.  Produce,  sales  of,  on  exchange 

Article  20.  When  tax  accrues 4101 

21.  Rate  of  taxation 4102 

22.  Transactions  subject  to  tax 4103 

23.  Transactions  not  subject  to  tax 4101 

24.  Inconsistent  by-laws,  rules  or  customs  of  exchanges 4107 

25.  Memoranda  of  sales 4108 

26.  Clearing  house  as  agent 4111 

27.  Records  to  be  kept  by  buyers  and  sellers. 4118 

28.  Records  to  be  kept  by  clearing  houses 4125 

29.  Returns  of  transactions 4129 

30.  Returns  by  clearing  houses 4132 

31.  Stamps  may  be  affixed  to  returns 4134 

32.  Future  delivery  stamps 4137 
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PART  IV. 

DEFINITIONS  AND  GENERAL  PROVISIONS. 

Section  1,  Revenue  Act  of  1918 
Section  1405 

Article  33.  Further  definitions 

34.  Registration 

35.  Record  of  registration  kept  by  collector 


Section  1001 

Article  36.  Brokers 


BROKERS. 


AFFIXING  AND  CANCELLATION  OF  STAMPS 

Section  1104 
Section  1105  (a) 

Article  37.  Affixing  and  cancellation  of  stamps 

PART  V. 

ADMINISTRATIVE. 

Section  1105  (c) 

Section  1305 
Section  1317 

Article  38.  Failure  to  make  returns;  substitute  returns 


4138 

4158 

4172 


4174 


4180 


4186 


Section  1107 

Article  39.  Sale  of  stamps 


SALES  OF  STAMPS. 


4188 


FINES  AND  PENALTIES. 

Section  1 102 
Section  1103 
Schedule  A 5 

Article  40.  Sections  of  the  Revised  Statutes  applicable 4193 

DATE  EFFECTIVE. 

Section  1100 

Article  41.  Date  effective 4194 

AUTHORITY  FOR  REGULATIONS.  u 

Section  1309 

Article.  42.  Promulgation  of  regulations . 4198 


4013 

3522 

3610 


PART  1.. 


ISSUES  OP  STOCK. 

...  .y 

Art.  1.  When  tax  accrues.— Stock  is  deemed  to  be  issued  when 
it  is  subscribed  for  and  the  subscription  is  accepted  by  the  corpora- 
tion, regardless  of  the  time  of  delivery  of  the  certificate. 


4014  Art.  2.  Rate  of  taxation. — (a)  All  certificates  or  instruments, 
under  whatever  designation  issued,  having  a par  or  face  value,  repre- 
senting shares  of  stock,  or  of  profits,  or  of  interest  in  property  or  accum- 
ulations, in  any  corporation,  joint-stock  company  or  association,  are 
subject  to  tax  at  the  rate  of  5 cents  on  each  SI 00  of  the  face  value  or  fraction 
thereof. 

4015  (b)  All  certificates  of  stock,  or  of  profits,  or  of  interest  in  property 
or  accumulations,  in  any  corporation,  issued  without  par  or  face 

value,  are  subject  to  the  tax  of  5 cents  on  each  share,  unless  the  actual  val.ue 
is  in  excess  of  1100  per  share,  in  which  case  the  tax  is  5 cents  on  each  SI 00 
of  actual  value  or  fraction  thereof. 
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4016  Art.  3.  Computation  of  the  tax. — (a)  The  tax  is  computed 
upon  the  par  or  face  value,  if  the  certificates  have  a face  value,  of  the 

certificates  of  stock,  or  of  profits,  or  of  interest  in  property  or  accumula- 
tions of  any  corporation,  joint-stock  company  or  association,  as  set  forth 
in  the  articles  of  incorporation,  or  agreement  of  association  or  of  partner- 
ship, whether  such  par  or  face  value  appear  on  the  face  of  the  certificate  or 
not. 

4017  (b)  Where  a certificate  represents  more  than  one  share  of  stock 
(however  large  the  number  of  shares),  on  the  issue  of  such  certificate 

the  tax  is  reckoned  on  its  par  or  face  value  and  not  on  the  par  or  face  value 
of  each  separate  share  of  stock  which  it  represents. 

4018  (c)  The  tax,  whether  on  issue  or  on  transfer,  is  measured  not  by 
the  amount  paid  in,  on,  or  for  the  stock,  but  by  the  par  or  face 

value  in  the  case  of  shares  having  a face  value;  and  by  the  actual  value  in 
the  case  of  shares  without  face  value,  but  having  an  actual  value  in  excess 
of  $100  per  share. 

4019  (d)  In  the  case  of  a certificate  without  par  or  face  value,  the  actual 
value  of  the  certificate  is  to  be  determined  by  the  market  price. 

4020  Art.  4.  Issues  subject  to  tax. — (a)  The  issue  of  certificates  of 
stock,  or  of  profits,  or  of  interest  in  property  or  accumulations,  by 

any  corporation,  joint-stock  company  or  association,  is  subject  to  tax. 

4021  (b)  The  issue  to  the  beneficiary  of  certificates  covering  shares  in 
the  nature  of  shares  of  stock,  where  a number  of  persons  pool  their 

individual  properties  and  appoint  trustees  having  a definite  term  of  office 
for  the  purpose  of  managing  it  and  retain  certain  rights  of  control  over 
the  property  and  a voice  in  the  selection  of  the  trustees  who  are  authorized 
to  issue  the  certificates,  is  subject  to  tax. 

4022  (c)  The  issue  by  a corporation  of  business  property  investment 
bonds,  or  other  instruments  wherein  it  is  certified  that  the  holder 

thereof  is  the  owner  of  an  interest  in  specified  real  property,  the  legal  title 
to  which  has  been  previously  conveyed  to  a trustee  and  whereby  the  corpor- 
ation issuing  the  same  agrees  to  manage  the  property  and  distribute  the 
proceeds  in  a certain  manner,  is  subject  to  tax. 

4023  (d)  The  issue  by  a corporation,  joint-stock  company  or  association, 
of  stock  in  exchange  for  property,  real  or  personal,  or  for  the  purpose 

of  purchasing  the  business  or  assets  of  another  concern,  is  subject  to  tax. 

4 024  (e)  The  issue  of  certificates  of  stock  by  joint-stock  land  banks  is 

subject  to  tax. 

4025  (f)  The  issue  of  stock  dividend  and  fractional  scrip  certificates*  is 
subject  to  tax. 

4026  (g)  The  issue  of  temporary  or  interim  certificates  of  stock  is  subject 
to  tax. 

4027  (h)  The  issue  of  certificates  of  stock  upon  reorganization  by  a corp- 
oration is  subject  to  tax. 

4028  (i)  The  issue  of  stock  by  a consolidated  corporation  in  exchange 
for  stock  of  the  consolidating  corporations  is  subject  to  tax. 

4029  (j)  The  issue  of  stock,  in  addition  to  its  already  existing  stock,  by 
the  continuing  corporation  in  case  of  a merger  of  corporations,  is 

subject  to  tax. 

4030  (k)  The  issue  of  certificates  of  stock  outside  the  United  States  by  a 
domestic  corporation  is  subject  to  tax. 
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4031  Art.  5.  Issues  not  subject  to  tax.— (a)  The  issue  of  stock  by 
co-operative  building  and  loan  associations,  organized  and  operated 

exclusively  for  the  benefit  of  their  members  and  making  loans  only  to 
shareholders,  or  by  mutual  ditch  or  irrigating  companies,  is  not  subject  to 
tax. 

4032  (b)  The  issue  of  certificates  of  stock  by  Federal  land  banks  is  not 
subject  to  tax. 

4033  (c)  The  issue  of  “rights”  to  subscribe  for  the  stock  by  any  corpora- 
tion, joint-stock  company  or  association  evidenced  by  warrants  is 

not  subject  to  tax. 

4034  (d)  The  issue  of  certificates  of  stock  in  a new  name,  the  only  change 
in  the  corporation  being  in  the  name,  is  not  subject  to  tax. 

4035  (e)  The  issue  of  voting  trust  certificates  is  not  subject  to  tax. 

4036  (f)  The  issue,  upon  a merge*  of  corporations,  of  certificates  of 
stock  of  the  same  kind  in  substitution  for  the  old  certificates  of  stock 

is  not  subject  to  tax. 

4037  (g)  The  issue  of  certificates  of  stock  of  a smaller  denomination  in 
exchange  for  outstanding  certificates,  where  there  is  no  change  in 

ownership  or  in  the  total  amount  of  stock  issued,  is  not  subject  to  tax. 

4038  (h)  The  issue  of  the  definitive  certificates  of  stock  in  exchange 
for  temporary  or  interim  certificates  upon  which  the  tax  has  been 

paid  is  not  subject  to  tax. 

4039  Art.  6.  Stamp  tax  acts. — (a)  All  certificates  of  a stock  issued 
between  December  1,  1914  and  September  8,  1916,  are  subject  to 

tax  under  the  Emergency  Revenue  Act  of  October  22,  1914;  those  issued 
between  December  1,  1917,  and  April  1,  1919,  are  subject  to  tax  under  the 
Revenue  Act  of  1917;  and  certificates  of  stock,  or  of  profits,  or  of  interest 
in  property  or  accumulations  issued  by  any  corporation,  joint-stock  com- 
pany, or  association  on  or  after  April  1,  1919,  are  subject  to  tax  undpr  tho 
Revenue  Act  of  1918. 

4040  (b)  The  rate  of  taxation  under  each  of  these  acts  is  the  same. 

4041  (c)  There  was  no  stamp  tax  upon  issues  of  certificates  of  stock 
between  September  8,  1916,  and  December  1,  1917. 

4042  Art.  7.  Documentary  stamps  used.— Ordinary  documentary 
stamps  shall  be  used  in  payment  of  the  tax  imposed  upon  the  issue 

of  stock. 

4043  Art.  8.  Stamps  to  be  attached  to  stock  book.— The  stamps 
representing  the  tax  imposed  by  this  subdivision  must  be  attached  to  the 
stock  book  and  not  to  the  certificates  when  issued. 

PART  II. 

SALES  AND  TRANSFERS  OF  STOCK. 

4044  Art.  9.  When  tax  accrues.— The  stamp  tax  on  sales  or  transfers 

3524  of  stock  accrues  at  the  time  of  making  the  sale  or  agreement  to  sell 

3610  or  memorandum  of  sale,  or  delivery  of,  or  transfer  of  the  legal  title 

to  shares,  or  certificates  of  stock,  or  of  profits,  or  of  interest  in  pro- 
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perty  or  accumulations  in  any  corporation,  joint- —stock  company,  or  associa- 
tion, or  of  the  right  to  subscribe  for  or  to  receive  such  shares  or  certificates, 
regardless  of  the  time  or  manner  of  the  delivery  of  the  certificate  or  agree- 
ment or  memorandum  of  sale. 

4045  Art.  10.  Rate  of  taxation. — (a)  In  the  case  of  stock  having  a par 

or  face  value,  the  amount  of  the  tax  is  2 cents  on  each  $100  or  frac- 
tion thereof  of  the  total  par  or  face  value  of  the  shares  or  certificates  in- 
volved in  the  sale  or  agreement  to  sell,  whether  such  aggregate  par  or  face 
value  is  greater  or  less  than  $100;  e.  g.,  where  ihe  total  par  or  face  of  the 
shares  involved  in  the  transaction  is  $100  or  less,  the  tax  is  2 cents;  where 
such  value  is  in  excess  of  $100,  the  tax  is  2 cents  on  each  $100  or  fraction 
thereof. 

4046  (b)  In  the  case  of  shares  of  stock  without  par  or  face  value,  the 
tax  is  2 cents  on  the  transfer  or  sale  of,  or  agreement  to  sell,  each 

share,  unless  the  actual  value  of  such  chare  is  in  excess  of  $100,  in  which 
case  the  tax  is  2 cents  on  each  $100  or  fraction  thereof;  e.  g.,  if  the  actual 
value  of  the  share  of  stock  is  $25,  the  tax  is  2 cents  on  each  share;  if  the 
actual  value  of  the  share  is  $175,  the  tax  is  2 cents  on  the  $100  and  2 cents 
on  the  $75,  being  a fraction  of  $100,  making  a total  tax  of  4 cents. 

4047  Art.  11.  Computation  of  the  tax. — (a)  In  the  case  of  stock 
having  a par  or  face  value,  the  amount  of  the  tax  is  computed  upon  the 
total  par  or  face  value  of  the  shares  and  not  upon  the  amount  that  may 
have  been  paid  in  on  such  stock;  e.  g.,  where  stock  of  the  par  value  of  $100 
is  sold,  for  which  only  $25  is  paid,  the  tax  is  reckoned  upon  the  par  value 
value  of  $100  and  not  upon  the  $25  paid. 

4048  (b)  Where  one  certificate  represents  several  shares  (however  large 
the  number  of  shares)  on  the  transfer  of  such  certificate  the  tax  is 

computed  upon  its  face  value  and  not  on  the  face  value  of  each  separate 
share  of  stock,  or  of  profits,  or  of  interest  in  property  or  accumulations;  e. 
g.,  on  the  transfer  of  one  certificate  representing  500  shares  par  value  $5, 
the  face  value  of  the  certificate  being  $2,500,  the  stamp  tax  is  50  cents. 

4049  Art.  12.  Sales  and  transfers  subject  to  tax.— (a)  The  sale,  or 
transfer,  or  change  of  ownership,  of  certificates  of  stock,  or  of  profits, 

or  of  interest  in  property  or  accumulations  in  corporations,  joint-stock 
companies,  or  associations,  is  subject  to  tax. 

4050  (b)  The  sale  or  transfer  of  shares  of  stock,  whether  or  not  repre- 
sented by  certificates,  is  subject  to  tax. 

4051  (c)  The  transfer  of  stock  to  or  by  trustees  is  subject  to  tax. 

4052  (d)  The  transfer  of  voting  trust  certificates  is  subject  to  tax. 

4053  (e)  The  sale  or  transfer  of  temporary  or  interim  certificates  of  stock 
v is  subject  to  tax. 

4054  (f)  The  sale  or  transfer  of  certificates  issued  by  trustees,  where  such 
trustees  are  appointed  for  a definite  period  and  the  declaration  of 

trust  provides  that  the  beneficiaries  (termed  “shareholders”)  shall  hold 
annual  meetings  for  the  election  of  new  trustees  to  fill  the  vacancies  thus 
occuring,  the  beneficiaries  thus  reserving  to  themselves  control  over  the 
persons  delegated  to  conduct  their^affairs  and  a voice  in  the  business, |is 
subject  to  tax. 
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4055  (g)  The  transfer  of  the  interest  of  a subscriber  for  stock,  however 

such  interest  may  be  evidenced  or  conditioned  upon  further  payments, 
is  subject  to  tax. 

40 5S  (h)  The  transfer  of  the  right  to  subscribe  for  stock  in  any  corpora- 
tion, joint-stock  company,  or  association,  whether  or  not  evidenced 
by  warrants,  is  subject  to  tax. 

4057  (i)  The  transfer  of  the  right  to  receive  a stock  dividend  already 
declared  is  subject  to  tax. 

4058  (j)  The  transfer  or  surrender  of  stock  to  a corporation,  for  the  pur- 
poses of  the  corporation,  whether  or  not  it  intends  eventually  to 

sell  such  stock,  is  subject  to  tax. 

4059  (k)  The  surrender  of  common  stock  in  exchange  for  preferred  stock 
(or  vice  versa),  without  change  of  ownership,  is  subject  to  tax. 

4060  (l)  The  transfer  of  shares  or  certificates  made  by  a person  loaning 
stock  to  another  borrowing  the  stock  to  effect  a sale,  and  also  the 

transfer  of  shares  or  certificates  from  the  borrower  returning  them  to  the 
lender  in  fulfillment  of  the  obligation  to  buy  in  and  return  stock  are  both 
subject  to  tax. 

4061  (m)  The  sale  of  or  agreement  to  sell  shares  of  stock  made  by  a broker, 
directly  or  indirectly,  for  himself,  is  subject  to  tax. 

4062  (n)  The  sale  or  transfer  of  stock  by  a broker  at  a price  different 
from  that  at  which  he  accounts  to  his  selling  customer  is  subject  to 

tax. 

4063  (o)  The  transfer  of  stock  in  pursuance  of  a gift,  bequest,  or  con- 
veyance by  trustees  is  subject  to  tax. 

4064  (p)  The  transfer  of  stock  from  parties  occupying  fiduciary  relations 
to  those  for  whom  they  hold  stock  is  subject  to  tax. 

4065  (q)  The  transfer  of  certificates  of  stock  by  an  administrator  or 
executor  to  the  legatee  or  distributee  is  subject  to  tax. 

4066  (r)  The  transfer  of  stock  on  the  books  of  a domestic  corporation, 
regardless  of  where  the  sale  is  made  or  the  stock  certificates  deliver- 
ed, is  subject  to  tax. 

4067  (s)  The  sale,  transfer,  or  delivery,  within  the  territorial  jurisdic- 
tion of  the  United  States,  of  shares  of  stock  of  a foreign  corporation 

is  subject  to  tax. 

4068  (t)  The  transfer  of  stock  of  a corporation  to  be  merged  to  the  merg- 
ing corporation  prior  to  the  actual  merging  and  as  a condition 

precedent  to  the  merger  is  subject  to  tax. 

4069  Art.  13.  Sales  and  transfers  not  subject  to  tax.-— (a)  The 

transfer  of  stock  pursuant  to  a sale,  where  the  memorandum  of  sale 
has  been  duly  stamped,  is  not  subject  to  tax. 

4070  (b)  The  sale  or  transfer  of  enemy-owned  shares  of  stock  in  Amer- 
ican corporations  to  or  by  the  Alien  Property  Custodian  is  not  sub- 
ject to  tax. 

4071  (c)  The  surrender  of  certificates  in  exchange  for  other  certificates 
representing  the  same  or  new  stock,  provided  they  are  issued  to  the 

same  holders,  is  not  subject  to  tax. 

4072  (d)  The  surrender  of  the  stock  of  the  consolidating  corporation  in 
exchange  for  stock  in  the  consolidated  corporation,  in  the  case  of 

consolidation  of  two  or  more  corporations,  is  not  subject  to  tax. 
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4073  (e)  The  transfer  of  the  stock  of  a merged  corporation  in  exchange 
for  stock  of  the  merging  corporation  at  the  time  and  as  a part  of  a 

statutory  merger  is  not  subject  to  tax,  nor  is  the  substitution  of  new  cer- 
tificates for  the  certificates  representing  the  old  stock  of  the  merging  cor- 
poration. 

4074  (f)  The  surrender  of  stock  for  extinguishment  or  in  exchange  for 
new  certificates  to  be  issued  without  change  of  ownership  is  not 

subject  to  tax. 

4075  (g)  The  transfer  of  certificates  of  stock  from  the  decedent  to  the 
administrator  or  executor  of  the  estate  is  not  subject  to  tax. 

4076  (h)  The  sale  or  transfer  of  certificates  issued  by  trustees,  where  such 
trustees  are  legally  appointed  for  the  entire  period  of  the  trust  and 

the  beneficiaries  retain  no  substantial  control  over  the  affairs  of  the  trust, 
but  delegate  their  proprietory  functions  to  others,  any  further  control  on 
their  part  depending  upon  contingencies,  their  rights  being  limited  to  filling 
vacancies  caused  by  death,  resignation,  or  disability,  is  not  subject  to  tax. 

4077  (i)  An  agreement  evidencing  a deposit  of  certificates  as  collateral 
security  for  money  loaned  thereon,  which  certificates  are  not  actually 

sold,  is  not  subject  to  tax,  nor  is  the  transfer  or  delivery  for  such  purpose 
of  the  certificates  so  deposited,  or  the  retransfer  of  such  certificates  by  the 
lender  to  the  borrower  of  the  money,  subject  to  tax:  Provided,  That  any 
transfer  of  such  certificates  by  the  lender  of  such  money  for  any  other  pur- 
pose than  the  borrowing  of  money  shall  be  subject  to  tax:  Provided  fur- 
ther, That  in  each  case  the  person  making  a transfer  of  such  certificates 
as  collateral  security  shall  make  and  sign  a statement  of  the  facts  and 
attach  it  to  the  certificate. 

4078  (j)  The  transfer  or  delivery  of  certificates  to  a clearing  house  for  the 
sole  purpose  of  clearing  or  adjusting  accounts,  where  no  beneficial 

interest  is  vested  in  such  clearing  house  and  there  has  been  no  change  of 
title  or  interest,  is  not  subject  to  tax. 

4079  (k)  The  transfer  of  a certificate  of  stock  from  the  owner  thereof  to 
a broker,  solely  for  the  purpose  of  enabling  such  broker  to  make  a 

sale  thereof  for  the  owner,  is  not  subject  to  tax,  provided  the  broker  shall  in 
every  case  at  the  time  of  such  transfer  to  him  make  and  sign  a certificate 
stating  that  he  has  no  ownership  in  such  stock  and  that  the  transfer  to 
him  was  made  solely  to  enable  him  to  sell  the  stock  for  the  owner.  Such 
certificate  shall  in  every  case  be  attached  to  the  certificate  of  stock  and 
presented  to  the  transfer  agent  at  the  time  such  certificate  of  stock  is  sur- 
rendered for  transfer  and  shall  be  preserved,  together  with  the  old  certifi- 
cate, by  such  transfer  agent,  for  the  inspection  of  the  revenue  officer. 

4080  (l)  The  transfer  of  a certificate  of  stock  by  a broker  to  his  customer 
for  whom  and  upon  whose  order  he  has  purchased  such  stock, 

where  the  tax  has  been  paid  upon  the  transfer  of  the  stock  to  the  broker, 
is  not  subject  to  tax,  provided  that  the  broker  shall  in  every  case,  at  the 
time  of  such  transfer  from  him,  make  and  sign  a certificate  stating  that  the 
transfer  from  the  broker  to  his  customer  is  made  solely  to  complete  the 
purchase  made  by  such  broker  for  such  customer.  Such  certificate  in 
every  case  shall  be  attached  to  the  certificate  of  stock  and  presented  to 
the  transfer  agent  at  the  time  such  certificate  of  stock  is  surrendered  for 
transfer,  and  shall  be  preserved,  together  with  the  old  certificate,  by  such 
transfer  agent  for  the  inspection  of  the  revenue  officer. 
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4081  (m)  The  certificates  required  by  the  two  preceding  paragraphs  shall 

be  in  the  following  form: 

(1)  (In  the  case  of  a transfer  to  a broker) — 

We  hereby  certify  that  we  have  no  ownershp  or  interest  in  * * * shares 

of  the  stock  above  transferred,  the  transfer  by  owner  to  us  being  merely  for  the 
purpose  of  sale. 

(Broker  sign  here.) 

(2)  (In  the  case  of  a transfer  by  a broker) — 

We  hereby  certify  that  the  transfer  of  * * * of  the  within  shares  to  the 

names  indicated  by  the  star  i.s  made  solely  to  complete  the  purchase  made  by  U3 
for  our  customer,  and  we  have  no  ownership  or  interest  therein. 


(Broker  sign  here.) 

4082  l (n)  No  broker  who  has  filed  a certificate  on  the  form  given  in  para- 

graph (1)  shall  file  a certificate  on  the  form  given  in  paragraph  (2) 
with  relation  to  the  same  transfer  of  shares  of  stock. 

4083  Art.  14.  Inconsistent  by-laws,  rules,  or  customs  of  ex- 
change.— No  provisions,  by-law7s,  rules  or  customs  of  any  exchange 

or  similar  institution  inconsistent  with  any  requirement  or  provision  of  the 
Revenue  Act  of  1918  or  any  regulations  made  thereunder,  nor  any  collateral 
additional  agreement  or  understanding,  either  verbal  or  written,  respecting 
the  subject  matter  of  sales  or  transfers  of  certificates,  or  the  settlement  or 
fulfillment  thereof,  which  are  inconsistent  or  in  conflict  with  any  require- 
ment of  said  act  or  regulations  shall  exempt  any  person  from  the  payment 
of  the  tax  imposed. 

4084  Art.  15.  Memoranda  of  sales. — Every  person  who  makes  an 
agreement  to  sell  or  transfer  title  to  shares  of  stock  by  delivery  of 

certificates  assigned  in  blank,  shall  as  a part  of  such  transaction  promptly 
make  and  deliver  to  the  buyer  a bill  or  memorandum  of  such  sale  or  agree- 
ment to  sell,  duly  signed  by  the  seller  or  his  agent,  to  which  the  requisite 
stamps  shall  be  affixed  and  canceled,  which  bill  or  memorandum  shall  show 
the  date  of  the  transaction,  the  names  of  the  seller  and  buyer  and  the  name 
and  number  of  shares  of  stock,  and  the  price  per  share  and  the  tax  paid 
thereon,  and  in  the  case  of  a transaction  made  on  an  exchange  shall  bear 
a number  upon  the  face  thereof  and  have  printed  and  written  in  ink  thereon 
the  words  “Subject  to  the  Revenue  Act  of  1918  and  regulations  made  in 
accordance  therewith.”  No  more  than  one  such  bill  or  memorandum 
made  by  the  seller  On  any  given  date  shall  bear  the  same  number:  Provided, 
however,  That  no  single  transaction  or  purchase  or  sale  that  is  made  upon 
an  exchange  by  one  member  to  another  member  shall  require  to  be  evidenc- 
ed by  more  than  one  stamped  memorandum  of  sale  or  agreement  to  sell. 

4085  Art.  16.  Records  of  sales  or  transfers  of  stock. — (a)  All  per- 
sons who  are  wholly  or  partly  engaged  in  the  business  of  buying, 

selling  or  transferring  shares  of  stock,  whether  at  public  or  private  sale,  or 
whether  or  not  they  are  members  of  an  exchange,  including  persons  en- 
gaged in  transactions  known  as  “matched,”  or  “on-order,”  or  “pass-outs,” 
or  “give-ups,”  or  settled  directly  between  the  seller  and  buyer,  or  cleared  or 
adjusted  through  a clearing  house  or  otherwise,  or  engaged  in  accepting 
and  „ procuring  the  transmission  of  orders  for  purchase  or  sale  of  shares  of 
stock  shall  keep  a record  showing: 
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(1)  Date  of  transaction. 

(2)  Line  number  (if  at  an  exchange). 

(3)  Name  of  broker  or  .salesman  who  executed  the  order. 

(4)  Name  of  party  to  whom  sold,  or  from  whom  bought. 

(5)  Number  of  shares  dealt  in. 

(6)  Name  or  description  of  stock. 

(7)  Price  of  stock,  if  without  face  or  par  value. 

(8)  Amount  (or  total  market  value)  of  stock. 

(9)  Face  or  par  value  of  stock  per  share. 

(10)  Tax  paid  on  shares  having  face  or  par  value. 

(11)  Tax  paid  on  shares  without  face  or  par  value. 

(12)  State  tax  paid,  if  any.  (Optional.) 

(13)  Total  amount  to  ledger.  (Optional.) 

(14)  Folio  number.  (Optional.) 

(15)  Name  of  customer  for  whom  sold  or  transferred,  or  for  whom  bought 

or  transferred. 

(16)  Number  of  shares  loaned  or  borrowed. 

(17)  Number  of  borrowed  or  loaned  shares  returned. 

(18)  Method  of  settlement  or  adjustment. 

4086  (b)  Persons  keeping  such  records  may  incorporate" therein  additional 
columns  that  will  be  of  use  to  them,  such  columns*  to  be  placed  so  as 

not  to  interfere  with  the  columns  and  headings  hereby  prescribed.  These 
records  must  be  in  book  form,  and  all  entries  therein  must  be  legibly  written 
in  ink  and  the  records  kept  for  a period  of  at  least  two  years.  Such  record 
forms  will  not  be  supplied  by  the  department. 

4087  (c)  The  form  of  record  required  shall  be  as  follows:  [For  the  form 

see  page  799.] 
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4088  (d)  Provided,  however,  That  brokers  known  as  strictly  “floor 
brokers,”  or  “two  dollar  men,”  or  “room  traders,”  in  lieu  of  the 

foregoing  record,  whether  their  transactions  are  settled  directly  between 
seller  and  buyer  or  by  “matched,”  “on-order,”  “pass-out,”  or  “scratch 
sale,”  or  “give-up,”  or  any  other  kind  of  sale  or  purchase,  or  are  cleared 
through  a clearing  house  or  otherwise,  shall  keep  a record  showing: 

(1)  The  date  of  the  transaction. 

(2)  The  name  of  the  seller. 

(3)  The  name  of  the  purchaser. 

(4)  The  name  of  the  stock. 

(5)  The  number  of  shares. 

(6)  The  par  or  face  value  of  the  shares. 

(7)  The  price,  if  the  stock  has  no  par  value. 

(8)  Whether  the  transaction  is  “matched,”  “on-order,”  “pass-out,” 
“scratch  sale,”  or  “give-up.” 

(Q)  Name  of  person  to  whom  “given-up.” 

4089  (e)  provided  further,  That  persons  engaged  in  accepting  and 
procuring  the  transmission  of  orders  for  the  purchase  or  sale  of 

shares  of  stock  to  be  executed  at  a brokerage  office  or  an  exchange,  board 
of  trade,  or  similar  place,  shall  keep  a record  showing: 

(1)  Date  of  acceptance  and  transmission  of  order. 

(2)  Name  of  person  from  whom  accepted. 

(3)  Name  and  address  of  person  to  whom  transmitted. 

(4)  Name  of  stock. 

(5)  Par  value  of  stock. 

(6)  Number  of  shares. 

(•")  Whether  purchase  or  sale. 

(8)  Price. 

(9)  Whether  order  was  executed  at  an  exchange;  and,  if  so,  what 
exchange. 

(10)  Date  of  execution  of  order. 

4090  Art.  17.  Returns  by  persons  making  sales.  — (a)  All  persons 
who  are  wholly  or  partly  engaged  in  the  business  of  buying,  selling, 

or  transferring  shares  of  stock,  whether  such  sales,  purchases,  or  trans- 
fers shall  be  made,  cleared,  settled,  or  adjusted  through  a clearing  house, 
or  otherwise,  shall  on  or  before  the  fifteenth  day  of  each  month,  and  at 
any  other  time  designated  by  the  Commissioner,  render  under  oath  a 
true  return  of  all  such  sales  and  purchases  to  said  Commissioner  for  the 
preceding  month  or  for  any  other  period  designated  by  the  Commissioner, 
containing  in  detail  the  following  data  and  information: 

(1)  The  month  for  which  the  return  is  made. 

(2)  The  name  and  address  of  the  person,  partnership,  corporation, 
or  association  making  the  return. 

(3)  The  number  of  shares  sold  and  purchased  elsewhere  than  at  an 

(4)  The^number  of  shares  sold  and  purchased  at  an  exchange  and 

cleared  by  a clearing  house. 

(5)  The  number  of  shares  sold  and  purchased  at  an  exchange  and  not 
cleared  by  a clearing  house. 

(6)  The  number  of  shares  having  a par  or  face  value. 

(7)  The  number  of  shares  without  par  or  face  value  whose  actual 
value  is  less  than  $100  per  share. 
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(8)  The  number  of  shares  without  par  or  face  value  whose  actual 
value  is  in  excess  of  $100  per  share. 

(9)  The  number  of  shares  of  stock  loaned. 

(If)  The  number  of  shares  of  such  loaned  stock  returned. 

(11)  The  number  of  shares  of  stock  borrowed. 

(12)  The  number  of  shares  of  borrowed  stock  returned. 

(13)  The  amount  of  tax  paid. 

(14)  The  amount  of  stamps  on  hand  on  the  first  day  of  the  month, 
or  other  period. 

(15)  The  amount  of  stamps  purchased  during  the  month,  or  other  period. 

(16)  The  amount  of  stamps  on  hand  on  the  last  day  of  the  month  for 
which  return  is  being  made. 

4091  (b)  provided,  That  brokers  known  strictly  as  “ floor  brokers,” 
or  “two  dollar  men,”  or  “traders,”  in  lieu  of  the  foregoing  return 

shall  render  a return  only  as  to  such  transactions  as  were  not  “given-up” 
to  or  cleared  through  some  other  broker,  including  direct  settlements, 
“pass-outs,”  or  “scratched  sales”; 

4092  (c)  provided,  further,  That  in  the  event  any  broker  who  has 
not  closed  business  shall  make  no  sales  or  purchases  of  stock  during 

any  one  month  he  shall  file  with  the  Commissioner  a statement  to  that 
effect  in  lieu  of  a return. 

4093  Art.  18.  Returns  by  clearing  houses.  - (a)  If  any  person,  who 
negotiates  sales  or  transfers  of  stock  on  a stock  exchange,  shall 

appoint  in  writing  the  clearing  house  for  the  exchange  upon  which  such 
sales  or  transfers  are  made  his  agent  for  the  purposes  hereinafter  indicated, 
and  shall  make  to  such  clearing  house  a written  return,  statement,  or 
sheet,  on  each  business  day,  containing  a full  disclosure  of  all  such  trans- 
actions, both  clearable  and  non-clearable,  of  the  preceding  day,  in  shares 
of  stock  that  are  listed  or  permitted  to  be  dealt  in  by  such  member  on 
such  exchange,  and  also  showing  which,  if  any,  of  such  stocks  are  loaned 
or  borrowed  or  returned,  then  in  that  event  such  return,  statement,  or 
sheet,  delivered  to  the  clearing  house,  shall  be  deemed  to  be  the  bill,  or 
memorandum  of  sale,  or  agreement  to  sell,  required  under  subdivision 
4,  Schedule  A,  Revenue  Act  of  1918,  and  such  clearing  house  is  hereby 
authorized  to  affix  to  such  return,  statement,  or  sheet  the  amount  of 
stamps  required  for  each  sale  or  agreement  to  sell  or  memorandum  of 
sale  or  delivery  or  transfer  of  the  stock  indicated  thereon,  and  to  cancel 
the  stamp  [sic]  so  affixed. 

4094  (b)  The  affixing  and  cancellation  of  such  stamps  by  the  clearing 
house  shall  be  held  to  be  the  act  of  the  person  making  such  sale  or 

agreement  to  sell,  or  memorandum  of  sale,  or  delivery  or  transfer  of 
such  stock;  or  if  such  person  and  clearing  house  so  elect,  such  person 
shall  affix  and  cancel  such  stamps  before  delivering  such  clearing  house 
sheets  or  memoranda  of  sales  to  the  clearing  house,  but  such  clearing 
house  shall  not  accept  such  clearing  house  sheet  or  memoranda  unless 
stamps  for  all  transfer  tax  required  to  be  affixed  are  attached  thereto 
and  properly  cancelled. 

4095  (c)  The  returns,  statements,  or  sheets  made  to  the  clearing  house 
shall  in  respect  of  each  sale  show  the  date  thereof,  the  name  of 

the  seller,  the  name  of  the  buyer,  the  amount  of  the  sale,  and  the  name  of 
the  stock,  or  certificates,  or  other  things  traded  in,  but  a return  for  more  than 
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one  sale  may  be  made  upon  the  same  return,  statement,  or  sheet;  and  no 
settlement  of  differences  or  other  dealings  between  members  shall  be 
permitted  that  will  interfere  with  the  full  disclosure  of  the  whoie 
transaction 

4096  (d)  Said  clearing  house  shall  preserve  the  returns,  statements,  or 

sheets  so  made  and  stamped  for  at  least  two  years. 

40  97  (e)  Such  return,  statement,  or  sheet  to  the  clearing  house  shall 

not  relieve  the  seller  from  making  and  delivering  to  the  buyer  the 
bill  or  memorandum  required  by  article  15  of  these  regulations. 

4098  (f)  Wherever  any  clearing  house  carries  upon  its  sheets  or  records 

information  or  reports  of  transactions  showing  the  transfer  by  one  of  its 
members  of  an  account  of  a customer  without  change  of  ownership  of 
the  securites  of  the  customer,  there  shall  be  kept  by  the  members  of  such 
clearing  house  or  body  concerned  in  such  transaction  a record  showing 
the  particulars  of  such  transaction. 


C 

i 


i 


4099  Art.  19.  Stock  transfer  stamps. — (a)  Ordinary  documentary 

stamps  with  the  words  “ Stock  transfer”  overprinted  thereon, 
known  as  “ Stock  transfer  stamps,”  shall  be  affixed  to  all  sales  or  agree- 
ments to  sell,  or  memoranda  of  sales,  or  deliveries  of  or  transfers  of  legal 
title  to  shares  or  certificates  of  stock  or  of  profits,  or  of  interest  in  property 
or  accumulations  of  a corporation,  joint-stock  company,  or  association, 
and  all  “warrants,”  rights,  and  other  securites,  made  at  exchanges  or 
similar  places. 

4100  (b)  Ordinary  documentary  stamps  may  be  affixed  to  sales,  agree- 
ments to  sell,  or  memoranda  of  sales  not  made  at  exchanges  or 

similar  places. 


PART  III. 

SALE  OF  PRODUCTS  OR  MERCHANDISE  AT  OR  UNDER 
THE  RULES  OR  USAGES  OF  EXCHANGES  FOR  FUTURE 
DELIVERY. 

4101  Art.  20.  When  tax  accrues. — The  stamp  tax  on  sales  of  prod- 
3529  ucts  or  merchandise  for  future  delivery  accrues  immediately  upon 
3654  the  making  of  a sale,  agreement  of  sale,  or  agreement  to  sell,  and  . 

is  in  no  wise  dependent  upon  the  manner  of  delivery  of  the  product.  " 

4102  Art.  21.  Rate  of  taxation. — The  rate  of  taxation  is  2 cents  on 
each  $100  or  fraction  thereof  of  the  value  of  the  products  or  mer- 
chandise involved  in  the  sale,  agreement  of  sale,  or  agreement  to  sell. 

4103  Art.  22.  Transactions  subject  to  tax. — All  sales  or  agree- 
ments to  sell  (except  as  herein  otherwise  provided)  of  products  or  J 

merchandise  at  or  under  the  rules  and  usages  of  an  exchange  for  future 
delivery  are  subject  to  the  payment  of  tax,  and  every  sale  or  agreement 
not  evidenced  by  a memorandum  or  contract  expressly  requiring  imme- 
diate or  prompt  delivery  shall  be  deemed  to  be  for  future  delivery.  In 
cases  in  which  the  commissioner  is  not  satisfied  from  the  evidence  that 
the  transaction  is  in  good  faith  intended  to  be  followed  by  immediate  or 
prompt  delivery,  the  seller  is  required  to  pay  the  tax  as  on  a sale  for  { 
future  delivery. 
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4104  Art.  23.  Transactions  not  subject  to  tax.— (a)  So-called 
“transfer  or  scratch  sales”  or  “pass-outs”  are  not  subject  to  the 

tax:  provided,  That  the  pruchase  and  sale  are  made  at  the  same  ex- 
change on  the  same  day,  at  the  same  price,  and  for  the  account  of  the 
same  person. 

4105  (b)  Cash  sales  of  products  or  merchandise  for  immediate  or  prompt 
delivery,  which  are  in  good  faith  actually  intended  for  “immediate 

or  prompt  delivery”,  as  defined  in  article  33  (3)  (d)  of  these  regulations, 
are  not  subject  to  tax. 

4106  (c)  Transfers  of  sales,  agreements  of  sale,  or  agreements  to  sell, 
to  a clearing  house  by  a person  selling  products  or  merchandise 

on  exchange  for  future  delivery  who  have  paid  the  tax  provided  by  law, 
are  not  subject  to  tax,  provided  such  transfers  do  not  vest  any  beneficial 
interest  in  the  clearing  house  and  are  made  for  the  sole  purpose  of  enabling 
the  clearing  house  to  adjust  and  balance  the  accounts  of  members  of  the 
exchange  and  of  such  clearing  house  on  their  contracts. 

4107  Art.  24.  Inconsistent  by-laws,  rules,  or  customs  of  ex- 
changes.— No  provisions,  by-laws,  rules,,  or  customs  of  any 

exchange,  board  of  trade,  or  similar  institution  or  place  of  business  which 
are  inconsistent  or  in  conflict  with  any  requirement  or  provision  of 
the  Revenue  Act  of  1918,  or  any  regulations  made  thereunder,  nor  any 
collateral,  or  additional  agreement,  verbal  or  written,  respecting  the 
subject  matter  of  such  contract  or  the  settlement  or  fulfillment  thereof 
which  is  inconsistent  or  in  conflict  with  any  requirement  of  said  act  or 
regulations,  shall  exempt  any  person  from  the  payment  of  tax  imposed 
by  subdivision  5 of  said  act. 

4108  Art.  25.  Memoranda  of  sales. — (a)  Every  person  who  makes 
sales,  or  agreements  of  sale,  or  agreements  to  sell,  any  products  or 

merchandise  at  or  under  the  rules  or  usages  of  any  exchange,  board  of 
trade,  or  similar  place,  for  future  delivery,  shall  deliver  to  the  buyer  bill, 
memorandum,  or  other  evidence  of  such  sale,,  agreement  of  sale,  or  agree- 
ment to  sell,  to  which  there  shall  be  affixed  a lawful  stamp  in  value  equal 
to  the  afriount  of  the  tax  on  such  sale. 

4109  (b)  Such  bill,  memorandum,  or  other  evidence  duly  stamped 
shall  be  kept  by  the  buyer  for  two  years,  unless  otherwise  pre- 
scribed in  these  regulations. 

4110  (c)  No  single  sale  or  agreement  of  sale,  or  agreement  to  sell, 
made  upon  an  exchange  by  one  member  for  another  need  be  ev- 
idenced by  more  than  one  stamped  bill,  memorandum,  or  agreement. 

4111  Art.  26.  Clearing  house  as  agent. — (a)  If  any  person  who 
makes  sales,  agreements  of  sale,  or  agreements  to  sell  any  products 

or  merchandise  at  or  under  the  rules  or  usages  of  any  exchange,  board 
of  trade,  or  similar  place,  for  future  delivery,  shall  in  writing  appoint 
the  clearing  house  for  the  exchange  upon  which  such  sales  are  made,  his 
agent  for  the  purposes  hereinafter  named,  such  clearing  house  being  ap- 
proved by  the  commissioner,  and  shall  make  a written  return  or  sheet  of 
each  s jeh  s 1 to  such  learicg  ouse  in  accordance  with  these  regu  ations, 
such  return  or  sheet  shall  1 e deemed  to  be  the  bilbm  morandum,  or  other, 
eviden  e required  by  these  regulations  to  be  delivered  by  the  seder  to 
the  buyer  and  the  clearing  house  is  hereby  authorized  to  affix  to  such 
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return  or  sheet*  the  amount  of  the  stamps  required  for  each  sale,  agree- 
ment of  sa!e,  or  agreement  to  sell  as  indicated  thereon  and  to  cancel  the 
stamps  so  affixed. 

4112  (b)  The  affixing  and  canceling  of  such  stamps  by  the  clearing 
house  shall  be  held  to  be  the  act  of  the  person  making  such  con- 
tract of  sale. 

4113  (c)  If  the  person  making  such  sale  and  the  clearing  house  so  elect, 
the  seller  may  affix  the  stamps  to  the  clearing  house  return  or 

sheet  and  cancel  the  same  before  or  at  the  time  of  delivery  to  the  clearing 
house.  The  clearing  house  shall  in  no  event  accept  such  bill,  memo- 
randum of  sale,  or  clearing  house  return  or  sheet  unless  stamps  for  all 
the  tax  required  to  be  paid  thereon  are  attached  and  properly  canceled. 

4114  (d)  The  returns  or  sheets  of  sales  so  made  to  the  clearing  house 
shall  in  respect  of  each  sale,  set  forth  the  date,  the  name  of  the 

seller,  the  name  of  the  purchaser,  the  amount  of  the  sale,  the  matterjfor 
things  to  which  it  refers,  and  the  tax  paid  thereon,  but  a return  for  more 
than  one  sale  may  be  made  on  the  same  paper  or  sheet. 

4115  (e)  The  clearing  house  shall  preserve  for  a period  of  not  less  than 
two  years,  each  bill,  memorandum  or  return,  or  sheet  made  to  it 

by  such  person. 

4116  (f)  Every  clearing  house  shall  include  in  its  monthly  return  to  the 
commissioner  a statement  of  the  amount  of  stamps  so  affixed  and 

canceled  on  the  returns  or  sheets  of  each  person. 

4117  (g)  The  making  of  such  return  by  the  clearing  house  shall  not 
relieve  the  person  making  such  sale,  or  agreement  of  sale,  or  agree- 
ment to  sell,  from  making  the  monthly  return  of  his  transactions  required 
by  Art.  29.  of  these  regulations. 

4118  Art.  27.  Records  to  be  kept  by  buyers  and  sellers.— (a)  All 

persons  who  make  sales  or  agreements  of  sale  of,  or  agreements 
to  sell  (including  so-called  “transferred  or  scratch”  sales,  “pass  outs, ” 
“pair  offs,”  “matched  trades,”  or  “give  ups”)  any  products  or  mer- 
chandise at,  or  under  the  rules  or  usages  of,  any  exchange  for  future 
delivery,  or  are  engaged  in  the  business  of  accepting  and  transmitting 
orders  for  the  purchase  of  such  products  or  merchandise  to  be  executed 
at,  or  under  the  rules  or  usages  of  any  exchange  for  future  delivery, 
shall  keep  a record  showing: 

(1)  Date  of  contract. 

(2)  Name  of  person  executing  contract  (floor  broker). 

(3)  To  whom  sold  or  from  whom  bought  (name  and  address). 

(4)  Whether  transaction  is  a purchase  or  sale. 

(5)  Quantity  of  product  or  merchandise  involved,  whether  in  tons, 
pounds,  bales,  bushels,  bags,  mats,  barrels,  gallons,  or  whatever 
other  unit  of  weight  or  measure  is  used. 

(6)  Name  of  product  or  merchandise,  including  (if  not  a basis  grade) 
grade,  type,  sample,  or  description. 

(7)  Whether  contract  is  a “basis-grade,”  “deferred-acceptance,” 
or  whatever  kind  of  contract. 

(8)  Price  specified  per  ton,  pound,  bale,  bushel,  bag,  mat,  barrel, 
gallon,  or  whatever  other  unit  of  weight  or  measure  is  used. 

(9)  Tax  paid. 

(10)  Customer  (name  and  address). 

(11)  Origin  of  order  (whether  domestic  or  foreign). 
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(12)  Month  or  time  specified  in  contract  for  delivery. 

(13)  Date  of  settlement. 

(14)  Method  of  settlement  or  adjustment. 

4119  (b)  provided,  That  “floor  brokers,”  or  “two-dollar  men,”  or 
“room  traders,”  in  lieu  of  the  foregoing  record,  shall  keep  a record 

showing: 

(1)  Date  of  transaction. 

(2)  Name  of  person  who  executed  the  order,  if  other  than  the  floor 
broker. 

(3)  Name  of  seller. 

(4)  Name  of  buyer. 

(5)  Quantity  of  product  or  merchandise  involved  in  the  transaction. 

(6)  Name  of  product  or  merchandise,  including  (if  not  a basis-grade 
contract)  grade,  type,  sample,  or  description. 

(7)  Whether  the  contract  is  a basis-grade  contract. 

(8)  Price. 

(9)  Time  specified  in  contract  for  delivery. 

(10)  Name  of  persons  to  whom  “given  up,”  “paired  off,”  “trans- 
ferred or  scratched,”  or  “passed  out.” 

4120  (c)  Any  other  transactions  than  those  specified  in  this  proviso 
made  by  “floor  brokers,”  “two-dollar  men.”  or  “room  traders,” 

shall  be  kept  on  the  first  form  prescribed  in  this  article. 

4121  (d)  Persons  who  use  either  of  such  forms  may  incorporate  addi- 
tional columns  which  may  be  of  use  to  them,  such  columns  to  be 

so  placed  as  not  to  interfere  with  the  columns  and  headings  herein  pre- 
scribed. 

4122  (e)  Such  record  forms  will  not  be  supplied  by  the  department. 

4123  (f)  The  foregoing  records  shall  be  legibly  written  in  ink,  and  con- 
tracts of  sale  for  future  delivery  of  two  or  more  distinct  products 

or  merchandise  shall  be  kept  separate.  Each  person  who  executes  or 
makes  such  contracts  of  sale  shall  preserve  the  books,  bills,  memoranda, 
“sales  tickets,”  or  trading  cards  of  all  transactions,  and  the  purchaser 
shall  preserve  the  bill,  memorandum,  agreement,  or  evidence  of  sale 
to  which  the  stamps  are  affixed  for  the  period  of  two  years,  that  they 
may  be  readily  inspected  by  the  revenue  officer. 

4124  (g)  The  form  of  record  required  by  these  regulations  shall  be  as 
follows: 

[For  copy  of  form  see  page  806.] 
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4125  Art.  28.  Records  to  be  kept  by  clearing  houses. — (a)  All 

persons  who  act  in  the  capacity  of  a clearing  house  shall  keep  a 
record  showing: 

(1)  Name  of  person  for  whom  each  contract  is  cleared. 

(2)  Date  when  contract  was  made. 

(3)  Whether  the  transaction  is  a purchase  or  sale. 

(4)  Quantity  of  product,  or  merchandise,  involved,  whether  in  tons, 
pounds,  bales,  bushels,  bags,  mats,  barrels,  gallons,  or  other  unit 

of  weight  or  measure,  as  the  case  may  be. 

(5)  Name  of  product,  or  merchandise,  including  (if  not  a“ basis-grade” 
contract)  grade,  type,  sample,  or  description. 

(6)  Whether  the  contract  is  a “basis-grade”  contract. 

(7)  Time  specified  in  contract  for  delivery. 

(8)  Date  of  settlement. 

(9)  Method  of  actual  settlement. 

4126  (b)  Records  of  sales  for  future  delivery  of  two  or  more  distinct 
products  or  merchandise  must  be  kept  separate. 

4127  (c)  The  clearing  house  shall  preserve  such  records  for  the  term  of 
two  years. 

4128  (d)  Such  record  forms  will  not  be  supplied  by  the  department. 


4129  Art.  29.  Returns  of  transactions. — (a)  All  persons  who  make 
contracts  of  sale  or  purchase  of  any  product  or  merchandise,  at 
or  under  the  rules  or  usages  of  any  exchange,  board  of  trade,  or  other  similar 
place  of  business,  for  future  delivery,  whether  such  contracts  shall  be 
cleared  and  adjusted  through  a clearing  house,  or  directly  between  the 
seller  and  buyer,  or  otherwise,  shall  on  or  before  the  fifteenth  day  of  each 
month,  or  at  any  other  time  required  by  the  Commissioner,  make  a return 
in  writing  to  the  Commissioner,  for  the  preceding  month  or  any  other 
period,  verified  before  some  officer  authorized  to  administer  oaths,  showing: 

(1)  The  number  of  contracts  of  sale  and  purchase  of  each  product 
or  merchandise  brought  forward  from  the  preceding  month  or 
period. 

(2)  The  number  of  contracts  of  sale  and  purchase  of  each  product  or 
merchandise  on  each  day  during  the  current  month  or  period. 

(3)  The  month  in  which  the  products  or  merchandise  are  to  be  delivered. 

(4)  The  method  of  settlement  of  each  contract,  i.  e.,  whether  by 


“actual  delivery,”  “notice, 


ring, 


“direct,”  “transfer,” 
“scratch  sale,”  “pass  out, ” “matched, ” “pair  off,”  “set-off,” 
“give  up,”  through  a clearing  house  or  otherwise. 

(5)  The  tax  paid  thereon. 

(6)  The  number  of  contracts  both  of  purchase  and  sale  carried  forward 
at  the  end  of  the  month  or  period. 

(7)  The  amount  of  stamps  on  hand  at  beginning  of  month  or  period. 

(8)  The  amount  of  stamps  purchased  during  month  or  period. 

(9)  The  amount  of  stamps  used  during  month  or  period. 

(10)  Balance  of  stamps  on  hand  at  end  of  month  or  period. 

(11)  The  origin  of  the  order  or  the  contracts,  whether  domestic  or  foreign. 

4130  (b)  provided,  That  “floor  brokers,”  or  “two-dollar  men,”  or 

“room  traders”  may  omit  from  their  returns  information  called 
for  under  paragraphs  marked  (1),  (6),  and  (11).  But  in  the  event  such 
“floor  brokers,”  “two-dollar  men,”  or  “room  traders”  shall  make  or 
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pottle  transactions  in  any  other  way  than  by  “transferred  or  scratch  sales, ” 
“give  ups,”  or  “pass  outs,”  they  shall  make  the  full  returns  prescribed 
in  this  article. 

4131  (c)  Such  returns  shall  be  made  upon  forms  to  be  furnished,  upon 
application,  by  the  collector  of  internal  revenue,  of  the  district  in 

which  the  exchange,  board  of  trade,  or  other  similar  place  is  located. 

4132  Art.  30.  Returns  by  clearing  houses. — (a)  Every  clearing 
house  shall  on  or  before  the  fifteenth  day  of  each  month,  and  at 

3uch  other  times  as  required  by  the  Commissioner,  make  return  in  writing, 
under  oath,  to  the  Commissioner,  for  the  preceding  month  or  other  period, 
showing: 

(1)  The  number  of  open  contracts  “long”  and  “short”  brought  forward 
for  each  member  from  the  preceding  month. 

(2)  The  number  of  contracts  bought  and  sold  by  each  member  of  the 
association. 

(3)  The  number  of  tons,  pounds,  bales,  bushels,  bags,  mats,  barrels, 
or  gallons,  or  other  units  of  weight  or  measure  involved  in  such 
contracts,  as  the  case  may  be. 

(4)  The  month  in  which  such  product,  merchandise,  or  commodity 
is  to  be  delivered. 

(5)  The  method  of  settlement  of  said  contracts,  i.  e.,  whether  by  “set 
off,”  “notice,”  or  “delivery,”  or  by  what  method. 

(6)  Total  tax  paid  by  each  member  of  the  exchange. 

(7)  The  number  of  open  contracts  “long”  and  “short”  carried  forward 
for  each  member  to  the  following  month. 

4133  (b)  Such  returns  shall  be  made  upon  forms  to  be  furnished,  upon 
application,  by  the  collector  of  internal  revenue  of  the  district 

in  which  the  clearing  house  is  situated. 

4134  Art.  31.  Stamps  may  be  affixed  to  returns. — (a)  If  any  ex- 
change shall  by  proper  resolution  request  the  Commissioner  to  permit 

the  members  of  such  exchange  to  affix  the  requisite  amount  of  stamps  on 
the  returns  made  by  such  members  to  the  Commissioner  of  all  transactions 
made  by  such  member  at  such  exchange  and  cancel  such  stamps,  and 
shall  file  with  the  Commissioner  a copy  of  the  charter  and  by-laws  of 
such  exchange  accompanied  with  a list  of  the  names  and  addresses  of  the 
officers  and  members  of  such  exchange,  designating  those  of  such  members 
who  are  active  and  those  who  are  inactive  on  the  exchange,  then  upon 
approval  of  such  resolution  by  the  Commissioner,  instead  of  affixing  the 
stamps  to  the  bill  or  memorandum  of  sale  as  now  required,  it  shall  be 
lawful  for  the  members  of  such  exchange  to  affix  the  amount  of  stamps  on 
such  returns  as  shall  represent  the  aggregate  amount  of  tax  due  on  all 
sales,  agreements  of  sale,  or  agreements  to  sell,  made  by  such  member 
during  the  preceding  month  or  other  period  designated  by  the  Com- 
missioner and  such  stamps  shall  be  canceled  by  such  member  in  the 
manner  prescribed  in  these  regulations. 

4135  (b)  Such  returns,  duly  stamped,  shall  be  filed  and  preserved  for 
two  years. 

4136  (c)  The  stamping  and  filing  of  such  returns  shall  not  in  any  way 
relieve  the  members  of  such  exchange  from  making  and  delivering 

to  the  buyer  the  memorandum  or  bill  of  sale  prescribed  by  law  and  these 
regulations,  nor  the  buyer  from  the  necessity  of  preserving  the  same  for 
the  term  of  two  years. 
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4137  Art.  32.  Future  delivery  stamps. — The  stamps  to  be  used 
» •]  on  sales,  agreements  of  sale,  or  agreements  to  sell  products 
or  merchandise  at  or  under  the  rules  or  usages  of  any  exchange,  or  board 
of  trade,  or  other  similar  place,  for  future  delivery  shall  be  the  ordinary 
documentary  stamps  with  the  words  ‘‘Future  delivery”  overprinted 
thereon,  and  they  shall  be  known  as  “Future  delivery  stamps.” 


PART  IV. 

DEFINITIONS  AND  GENERAL  PROVISIONS. 

4138  Art.  33.  Further  definitions. — (1)  When  used  in  these  reg- 
ulations : 

4139  (a)  The  term  “person”  includes  the  plural  as  well  as  the  singular, 
also  individuals,  partnerships,  joint-stock  companies,  associations, 

and  corporations,  except  when  from  the  context  it  is  plain  that  a different 
meaning  is  intended; 

4140  (b,)  The  term  “issue”  includes  not  only  actual  delivery  of,  but 
also  acceptance  of  subscriptions  to  shares  or  certificates  of  stock, 

or  of  profits  or  of  interest  in  property  or  accumulations  in  any  corporation, 
joint-stock  company,  or  association; 

4141  (c)  The  term  “reorganization”  means  a business  arrangement 
whereby  the  stock  and  bonds  of  a corporation  are  readjusted  as  to 

amount,  income  or  priority,  or  the  issue  of  one  kind  of  stock  [is  sub- 
stituted for  the  issue  of  another  kind,  or  the  property  is  sold  to  a new 
corporation  for  new  stock  and  bonds,  or  is  sold  by  foreclosure  of  a mortgage 
upon  it  to  a purchaser  who  buys  for  himself  and  his  associates,  and  in- 
cludes the  various  proceedings  and  transactions  by  which  succession  of 
corporations  is  brought  about,  and  also  the  proceedings  by  which  existing 
corporations  are  continued  under  a different  organization  without  the 
creation  of  a new  corporation; 

4142  (d)  The  term  “broker”  includes  not  only  those  persons  defined  as 
brokers  in  the  Revenue  Act  of  1916,  but  also  persons  defined  as 

commission  merchants  and  commercial  brokers  under  the  Revenue  Act 
of  1914,  except  those  persons  classed  as  commercial  brokers  under  the 
Revenue  Act  of  1914  whose  business  it  is  to  negotiate  freight  and  other 
business  for  the  owners  of  vessels  or  for  shippers  or  consignors  or  consignees 
of  freight  carried  by  vessels,  who,  in  the  Revenue  Act  of  1918,  are  classed 
as  ship  brokers; 

4143  (e)  The  act,  omission,  or  failure  of  any  official,  agent  or  other 
person  or  corporation,  employed  by  any  person,  partnership, 

company,  association,  or  corporation,  within  the  scope  of  his  employment 
or  office,  shall  in  every  case  be  deemed  also  the  act,  omission,  or  failure 
of  such  person,  partnership,  company,  association,  or  corporation. 

4144  (2)  As  used  in  Parts  I and  II  of  these  regulations: 

4145  (a)  The  term  “sale  ” or  “transfer”  includes  sales,  agreements  to 
sell  memoranda  of  sales,  or  deliveries  or  transfers  of  legal  title  to 

shares  or  certificates  of  stock,  except  as  otherwise  specifically  provided 
in  these  regulations; 

4146  (b)  The  term  “agreement  to  sell”  includes  options,  calls  in  “puts 
and  calls,”  offers,  indemnities  and  privileges,  and  contracts,  either 

in  writing  or  by  parol,  to  sell  on  the  deferred  or  partial  payment  plan; 
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4147  (c)  The  term  “share  of  stock”  includes  shares  and  certificates 
for  shares  of  stock  representing  interest  in  corporations,  joint- 

stock  companies  or  associations,  or  interest  in  profits  or  in  property  or 
in  accumulations  in  a corporation,  and  certificates  for  shares  or  interest 
in  shares  “if,  as  and  when  issued,”  and  rights  to  subscribe  for  stock 
or  interest  in  profits  or  in  property  or  in  accumulations,  in  any  corporation; 

4148  (d)  The  term  “exchange”  includes  each  and  every  agency,  office, 
room,  or  other  place  of  assembly  whether  under  shelter  or  in  the 

open,  at  which  stock,  rights,  warrants,  interests  in  property,  or  in  profits, 
or  in  accumulations,  by  corporations,  are  publicly  bought,  sold,  bid  for, 
offered  or  exchanged  between  persons  there  assembled,  in  behalf  of  them- 
selves or  others; 

4149  (e)  The  term  “clearing  house”  includes  every  corporation  or 
association,  whether  incorporated  or  not,  of  individuals,  partner- 
ships or  corporations  wholly  or  partly  engaged  in  the  business  of  clearing, 
settling,  or  adjusting  transactions  in  the  purchase,  sale,  receipt,  or  delivery 
of  shares  of  stock,  whether  or  not  the  same  be  a part  or  department  of 
an  exchange  or  an  independent  body. 

4150  (3)  As  used  in  Part  III  of  these  regulations: 

4151  (a)  The  term  “sale”  or  “contract  of  sale”  includes  all  sales,  or 
agreements  of  sale,  or  agreements  to  sell,  including  so-called  trans- 
fers or  “scratch  sales”; 

4152  (b)  The  term  “agreement  of  sale”  or  “agreement  to  sell,”  in- 
cludes options,  calls  in  “puts  and  calls,”  offers,  indemnities,  and 

privileges; 

4153  (c)  The  term  “transferred  or  scratch  sale”  includes  “pass-outs” 
or  those  transactions  in  which  a person  buys  from  another  a certain 

quantity  of  any  product,  at  a certain  price,  and  at  the  same  session  of  an 
exchange,  sells  to  a third  person  the  same  quantity  of  the  same  product 
at  the  same  price,  and  eliminates  himself  by  instructing  the  person  from 
whom  he  bought  to  deliver  such  product  to  the  person  to  whom  he  sold; 
but  no  transaction  in  which  a broker  or  a commission  member  of  an 
exchange  receives  a commission  greater  than  that  charged  to  a person 
who  executes  his  own  contracts  shall  be  deemed  to  be  a “transfer”  or 
a “scratch  sale”; 

4154  (d)  The  term  “immediate  or  prompt  delivery”  means  delivery 
at  once  or  as  soon  as  practical,  and  in  any  event  within  twenty 

days  of  the  date  of  the  sale,  or  agreement  of  sale,  or  agreement  to  sell; 

4155  (e)  The  term  “exchange”,  except  where  it  is  plain  from  the  con- 
text that  a different  meaning  is  intended,  includes  each  and  every 

agency,  board  of  trade,  bourse,  auction  place,  or  other  meeting  place, 
whether  under  shelter  or  in  the  open,  at  which  products  or  merchandise 
are  publicly  bought,  sold,  bid  for,  offered,  or  exchanged,  for  future  delivery, 
or  contracts  for  such  future  delivery  are  made,  either  between  members 
of  such  exchange,  or  between  members  and  nonmembers,  patrons,  and 
the  public;  and  includes  places  at  which  there  is  only  one  manager  or  firm, 
who  controls  all  the  sales  and  purchases  at  that  particular  place  or  where 
no  actual  delivery  of  the  products  or  merchandise  is  contemplated,  and 
all  incorporated  and  unincorporated  associations  of  individuals,  partner- 
ships, and  corporations  engaged  in  the  business  of  publicly  selling,  buying, 
or  exchanging  products  or  merchandise  for  future  delivery; 
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4156  (f)  The  term  “at  an  exchange”  means  near  to  or  in  close  proximity 
to  or  in  the  immediate  vicinity  of  an  exchange,  as  well  as  on  the 

floor  of  an  exchange; 

4157  (g)  The  term  “clearing  house”  includes  each  and  every  person, 
corporation,  association,  or  committee  engaged  in  the  business  of 

clearing,  settling,  and  adjusting  transactions  in  the  purchase,  sale,  or 
delivery  of  products  or  merchandise,  whether  such  clearing  house  be  a 
part  or  department  of  an  exchange  or  an  independent  body. 

4158  Art.  34.  Registration. — (a)  Every  person  engaged,  in  whole  or 
in  part,  in  any  of  the  following  businesses  or  activities  shall  file 

a statement  for  registration  with  the  collector  of  internal  revenue  of  the 
district  in  which  his  principal  office  or  place  of  business  is  located : 

4159  (1)  Persons  engaged  in  negotiating,  making,  or  recording  sales, 
agreements  to  sell,  deliveries  or  transfers  of  shares  or  certificates 

of  stock,  or  rights,  or  warrants,  or  certificates  of  beneficial  interest  in 
profits,  property,  or  accumulations  of  a corporation. 

4160  (2)  Persons  conducting  or  transacting  a stock  brokerage  business. 

4161  (3)  Persons  accepting  or  procuring  the  transmission  of  jorders 
for  the  purchase  or  sale  or  transfer  of  stocks,  rights,  warrants, 

certificates  of  beneficial  interest  or  interests  in  property,  profits,  or  divi- 
dends, to  be  executed  at  a stock  brokerage  office  or  an  exchange  or 
similar  place. 

4162  (4)  Persons  engaged  in  the  business  of  transferring  stock  other 
than  their  own. 

4163  (5)  Persons  engaged  in  making  sales  or  agreements  of  sale  of,  or 
agreements  to  sell,  any  products  or  merchandise  at,  or  under  the  rules  or 
usages  of,  any  exchange,  for  future  delivery;  or  engaged  in  the  business  of 
accepting  or  procuring  the  transmission  of  orders  for  such  contracts  of 
sale  to  be  executed  at  an  exchange,  or  under  the  rules  or  usages  of  an  ex- 
change, for  future  delivery. 

4164  (6)  Persons  engaged  in  conducting  an  exchange  or  clearing  house 
or  clearing  association  for  the  clearing,  adjusting,  and  settling 

transactions,  made  on  exchanges  or  similar  places:  provided,  That  in 
case  the  person  conducting  such  an  exchange  has  a department  connected 
therewith  engaged  in  clearing,  adjusting,  and  settling  transactions  made 
on  such  exchange,  he  shall  so  state  and  shall  give  the  names  and  addresses 
of  the  superintendent  and  secretary  of  such  clearing  house  division  or 
committee. 

4165  (b)  If  the  person  required  to  file  a statement  for  registration  is 
also  a member  of  an  exchange,  a seat  on  which  is  worth  $2,000  or 

more,  he  shall  state  the  average  value  of  such  seat  for  the  year  ending 
June  30  immediately  preceding  his  registration. 

4166  (c)  In  the  case  of  a partnership  of  which  two  or  more  members 
are  members  of  exchanges,  the  names  of  such  members  and  of  each  ex- 
change in  which  memberships  are  held  shall  be  stated,  together  with  the 
price  of  a seat  on  each  exchange. 

4167  (d)  The  statement  above  required  shall  be  verified  on  oath  by  the 
person  required  to  make  such  statement,  or  by  the  president 

or  secretary  of  a corporation,  association,  or  clearing  house,  and  shall  set 
forth  specifically  the  character  of  the  business  to  be  conducted  and  the 
full  name  and  address  of  each  person  or  member  of  a partnership  engaged 
in  such  business : provided,  That,  in  the  case  of  a corporation  or  association, 
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the  statement  for  registration  shall  set  forth  the  date  and  place  of  in- 
corporation and  the  principal  office  or  place  of  business  both  within  and 
without  the  State  where  incorporated,  with  the  names  and  addresses  of 
the  chief  officer  and  secretary  of  such  corporation,  and  be  accompanied 
with  a list  of  the  members  and  their  addresses. 

4168  (e)  Each  exchange  or  clearing  house  shall  also  file  with  such 
collector  a copy  of  its  constitution,  charter,  or  agreement  of  associa- 
tion and  by-laws,  rules  and  regulations,  and  all  amendments  thereto 
as  the  same  may  from  time  to  time  be  adopted,  and  the  names  and 
addresses  of  new  members  as  from  time  to  time  admitted  to  membership. 

4169  (f)  If  the  person  or  corporation  required  to  file  such  statement 
has  been  licensed  under  the  laws  of  any  State  or  under  any  other 

provision  of  Federal  law  the  date  and  place  at  which  such  license  was 
issued  shall  be  stated. 

4170  (g)  In  case  a person  registered  as  required  by  these  regulations 
shall  suspend  or  close  his  business  before  the  end  of  the  year  for 

which  he  is  registered,  he  shall  file  in  the  office  of  the  collector  of  internal 
revenue  in  which  he  is  registered  a certificate  to  that  effect,  giving  the 
date  on  which  he  suspended  or  closed  his  business. 

4171  (h)  Such  statement  for  registration  shall  be  made  on  a form  to  be 
furnished  upon  application  to  the  collector  of  internal  revenue. 

4172  Art.  35.  Record  of  registration  kept  by  collector.— (a) 

Every  collector  shall  file  and  preserve  each  statement  for  registra- 
tion filed  with  him  in  accordance  with  these  regulations,  and  shall  issue 
to  each  person,  partnership,  exchange,  clearing  house,  or  corporation  a 
certificate  of  registration,  showing  the  date  of  issue,  the  name  of  the  person, 
or  exchange,  clearing  house,  or  corporation,  conducting  the  business, 
the  nature  of  the  business  for  which  the  license  is  granted,  and  the  date 
of  expiration  of  said  registry,  which  certificate  of  registration  shall  be 
signed  by  the  collector,  and  shall  be  posted  in  some  prominent  place  in 
the  office  of  said  person,  partnership,  exchange,  clearing  house,  or  cor- 
poration during  the  period  for  which  it  is  issued. 

4173  (b)  If  such  business  is  conducted  at  more  than  one  place,  a cer- 
tificate shall  be  so  posted  in  each  such  place  of  business. 

BROKERS. 

4174  Art.  36.  Brokers. -^(a)  The  special  tax  paid  by  a firm  or  cor- 
7002  poration  as  broker,  covers  individual  members  of  the  firm  or 
corporation,  as  long  as  such  members  are  trading  solely  for  the  benefit 
of  the  firm  or  corporation. 

4175  (b)  A broker  who  owns  a single  seat  only  in  the  one  exchange  is 
required  to  pay  the  special  tax  of  $50  per  year  and  in  addition  a 

tax  at  the  rate  of  $100  or  $150  per  year,  according  to  the  value  of  the  seat 
in  the  exchange  or  organization  of  which  he  is  a member. 

4176  (c)  If  a broker  owns  a seat  in  more  than  one  exchange,  the  addi- 
tional tax  which  he  is  required  to  pay  is  the  sum  of  the  taxes  upon 

all  the  seats  owned  by  him. 

4177  (d)  If  a broker  owns  more  than  one  seat  in  the  same  exchange, 
he  is  subject  to  the  additional  tax  only  upon  the  value  of  a single 

seat. 
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4178  (e)  If  a partnership  or  corporation  owns  a number  of  seats  in  the 
same  exchange,  but  holds  such  seats  in  the  name  of  the  individual 

members  of  the  partnership  or  corporation  who  transact  business  solely 
for  the  benefit  of  the  partnership  or  corporation,  the  tax  on  the  ownership 
of  such  seats  or  memberships  in  such  exchange  shall  not  apply  to  each 
individual  in  the  partnership  or  corporation,  but  only  to  one  seat  or  one 
membership. 

4179  (f)  Where  the  possession  of  shares  of  stock  is  a prerequisite  to 
membership  in  an  exchange,  the  lessee  of  a share  of  stock  in  such 

exchange  is  liable  for  the  additional  tax  imposed  by  subdivision  1 of 
section  1001. 

AFFIXING  AND  CANCELLATION  OF  STAMFS. 

4180  Art.  37.  Affixing  and  cancellation  of  stamps.— (a)  In  the 

3514  case  of  the  issue  of  shares  of  stock,  whether  on  organization  or 

3515  reorganization,  the  stamps  representing  the  tax  shall  be  affixed  to 
the  stock  books  and  not  to  the  certificates  issued. 

4181  (b)  In  the  case  of  a sale  before  certificates  are  issued,  where  the 
evidence  of  transfer  is  shown  only  by  the  books  of  the  corporation, 

the  stamps  shall  be  placed  on  such  books. 

4182  (c)  In  case  the  change  of  ownership  is  effected  by  transfer  or  de- 
livery of  the  certificate,  i.  e.,  where  the  name  of  the  transferee  is 

inserted  in  the  indorsement  or  power,  of  attorney  on  the  back  of  the 
certificate,  the  stamp  shall  be  affixed  to  such  certificate  and  canceled 
by  ■ he  person  making  the  sale. 

4183  (d)  In  case  of  agreement  to  sell,  or  where  the  transfer  is  by  delivery 
of  the  certificate  assigned  in  blank,  the  stamp  shall  be  affixed  to  the 

bill,  memorandum,  or  agreement  to  sell,  and  canceled  by  the  seller. 

4184  (e)  In  no  event  shall  any  transfer  agent  or  corporation  accept  or 
transfer  any  shares  of  stock  or  certificates  unless  stamps  for  all 

transfer  tax  required  thereon  have  been  properly  affixed  either  to  the 
certificates  of  stock  or  memoranda  of  sale,  as  the  case  may  be,  and  duly 
canceled. 

41 S5  (f)  The  person  using  or  affixing  the  stamp  shall  write  or  stamp 
thereon,  in  ink,  his  initials  and  the  day,  month,  and  year  on  which 
the  same  shall  be  affixed,  or  shall,  by  cutting  or  canceling  with  a machine 
or  punch,  affix  his  initials  and  the  date  as  aforesaid,  and  so  deface  such 
stamp  as  to  render  it  unfit  for  reuse.  In  addition  to  the  foregoing,  stamps 
of  the  value  of  10  cents  or  more  shall  have  three  parallel  incisions  made 
with  some  sharp  instrument  lengthwise  through  the  stamp  after  the  same 
has  been  attached  to  the  certificate,  or  bill,  or  memorandum,  or  other 
evidence  of  sale  or  transfer:  Provided,  That  this  shall  not  be  required 
where  stamps  are  canceled  by  perforation:  And  Provided  Further, 
That  the  cancellation  by  either  method  shall  not  so  deface  the  stamp  as 
to  prevent  its  denomination  and  genuineness  from  being  readily  deter- 
mined. 


PART  V. 

ADMINISTRATIVE. 

[1f3517,  If 8002-4,  1f8078,  and  <18085-6] 

4186  Art.  38.  SVlure  to  make  returns;  substitute  returns.— (a) 

If  any  person  or  clearing  house  require  1 to  make  returns  by  this 
Act  or  the  regulations  thereunder  shall  fail  or  refuse  to  make  any  such 
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return  within  the  time  prescribed  by  these  regulations  or  designated  by 
the  Commissioner,  then  the  same  shall  be  made  by  an  internal-revenue 
officer  upon  the  inspection  of  the  books  of  the  person  or  clearing  house 
so  required,  but  the  making  of  such  return  by  an  internal  revenue  officer 
shall  not  relieve  the  person  or  clearing  house  from  any  default  or  penalty 
incurred  by  reason  of  failure  to  make  such  return. 

4187  (b)  Any  officer  designated  by  the  Commissioner  shall  have 
authority  to  examine  the  books,  papers,  and  records  kept  pur- 
suant to  these  regulations,  and  may  require  the  production  of  any  books, 
records,  papers  or  statements  of  account  necessary  to  determine  any 
liability  to  the  tax  imposed  by  this  Act  or  the  observance  of  the  provisions 
of  the  regulations  made  in  accordance  therewith. 

SALE  OF  STAMPS 

4188  Art.  39.  Sale  of  stamps. — (a)  No  person  other  than  a collector 
3519  of  internal  revenue  or  duly  authorized  deputy  collector  of  internal 

revenue,  assistant  treasurer,  or  designated  United  States  depositary 
shall  sell  or  expose  for  sale,  give  away,  traffic  in,  trade,  barter,  lend,  borrow, 
or  exchange  any  stamps  issued  pursuant  to  these  regulations:  provided, 
That  any  person  or  corporation  which  has  been  duly  appointed  and  con- 
stituted and  is  acting  agent  of  any  State  for  the  sale  of  stock  transfer  stamps 
of  such  State,  may  upon  giving  bond  in  a sum  to  be  fixed  by  the  Com- 
missioner, sell  United  States  stamps  issued  pursuant  to  these  regulations 
when  approved  and  authorized  by  the  Commissioner. 

4189  (b)  No  person  shall  buy,  receive,  or  have  in  his  possession,  or  under 
his  control,  any  stamps  issued  pursuant  to  these  regulations,  unless 

such  stamps  have  been  purchased  directly  from  the  collector  of  internal 
revenue,  or  duly  authorized  deputy  collector  of  internal  revenue,  assistant 
treasurer,  United  States  designated  depositary,  or  a designated  agent  for 
the  sale  of  State  stock  transfer  stamps,  authorized  by  the  Commissioner, 
in  the  district  in  which  the  stamps  are  to  be  used. 

4190  (c)  All  requisitions  for  stamps  to  be  used  under  these  regulations 
shall  be  made  in  writing,  on  a form  prescribed  by  the  Commissioner, 

to  the  collector  of  internal  revenue  or  duly  authorized  deputy  collector  of 
internal  revenue,  assistant  treasurer,  or  designated  United  States  de- 
positary, or  State  agent  authorized  by  the  Commissioner,  in  the  internal- 
revenue  district  in  which  the  stamps  are  to  be  used,  giving  the  date  thereof, 
the  number  and  denomination  of  stamps  applied  for,  and  the  name  and 
address  of  the  purchaser,  and  shall  be  signed  in  ink  by  the  person  re- 
ceiving such  stamps. 

4191  (d)  If  the  requisition  for  such  stamps  shall  be  made  to  any  assistant 
treasurer  or  United  States  designated  depositary  or  duly  authorized 

State  agent  for  sale  of  State  stock  transfer  stamps,  such  assistant  treasurer, 
or  United  States  designated  depositary,  or  duly  authorized  State  agent 
shall  keep  a record  thereof,  and  at  the  end  of  each  month  shall  file  with  the 
collector  of  internal  revenue  of  the  district  a statement  setting  forth  the 
number,  denomination,  and  amount  of  all  stamps  on  hand  at  the  beginning 
of  each  month,  the  number,  denomination,  and  amount  sold  during  the 
month,  and  the  number,  denomination,  and  amount  <3n  hand  at  the  end 
of  the  month,  accompanied  with  the  requisitions  filed  by  each  purchaser, 
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and  on  or  before  the  fifteenth  day  of  each  month  shall  pay  over  to  such 
collector  of  internal  revenue  all  money  received  from  sales  of  such  stamps 
for  the  preceding  month,  taking  his  receipt  therefor. 

4192  (e)  The  collector  of  internal  revenue  shall  keep  the  requisitions  for 
stamps  sold  by  him  and  those  sold  by  such  assistant  treasurer, 

designated  United  States  depositary,  or  authorized  State  agent  separate 
and  apart  from  ail  other  requisitions  for  stamps,  and  shall  preserve  them 
in  his  office  for  a period  of  two  years. 

FINES  AND  PENALTIES. 

• [1f3502-3,  113508-13,  and  1f3532.] 

4193  Art.  40.  Sections  of  the  Revised  Statutes  applicable. — The 

provisions  of  the  internal-revenue  laws  of  the  United  States,  so  far 
as  applicable,  including  sections  3173  [1f8079],  3174,  3175  [see  1)8097], 
and  3170  [118085]  of  the  Revised  Statutes  as  amended,  arfe  applicable  to 
the  Revenue  Act  of  1918. 

DATE  EFFECTIVE. 

4194  Art.  41.  Date  Effective. — (a)  Certificates  of  shares  of  stock,  or 
3500  of  profits,  or  of  interest  in  property  or  accumulations  in  any  corpor- 
ation, issued  or  sold  or  delivered  on  or  after  December  1,  1917,  and  -ptfor  to 
April  1,  1919,  aie  subject  to  tax  under  the  Revenue  Act  of  1917. 

4195  (b)  Certificates  of  shares  of  stock,  or  of  profits,  or  of  interest  in 
property  or  accumulations  in  any  corporation,  issued,  sold,  or  de- 
livered on  or  after  April  1,  1919,  are  subject  to  tax  under  the  Revenue  Act 
of  1918. 

AUTHORITY  FOR  REGULATIONS. 

4196  Art.  42.  Promulgation  of  regulations.— In  pursuance  , of  the 
statute  the  foregoing  regulations  are  hereby  made  and  promulgated 

and  all  rulings  inconsistent  therewith  are  hereby  revoked. 

Daniel  C.  Roper,  Commissioner  of  Internal  Revenue 
Approved  September  30.  1919,  5 

Carter  Glass,  Secretary  of  the  Treasury. 


(T.  D.  2941.) 

4197  Art.  58  of  Regulations  55  relating  to  stamp  taxes  on  documents 

3840  amended. — Art.  58  of  Regulations  55  is  hereby  amended  to  read 
as  follows : 

4198  Art.  58.  Coupons  and  interest  notes.— (a)  Coupons' attached 
to : bonds,  debentures  or  certificates  of  indebtedness  issued  by  ally 

individual,  partnership,  or  corporation,  or  to  instruments,  however  termed, 
issued  by  a corporation  and  known  generally  as  corporate  securities  "(all  of 
which  are  subject  to  tax  as  bonds  of  indebtedness  under  Schedule  A 1) 
are  not  subject  to  tax,  if  they  impose  no  obligation  not  imposed  by  the 
principal  instrument. 

4199  (b)  Interest  coupons  attached  to  promissory  notes  taxable  under 
Schedule  A 6,  as  distinguished  from  the  securities  enumerated  in 

paragraph  (a),  if  they  are  themselves  promissory  notes,  separable  from  the 
principal  obligation  and  negotiable  independently  of  it,  are  subject  to  tax, 
even  though  they  impose  no  obligation  not  imposed  by  the  principal  in- 
strument. (T.  D.  2941,  signed  by  Commissioner  Daniel  C.  Roper,  and 
dated  October  30,  1919.)  T 
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(T.  D.  2954.) 

4200  Additional  regulations  relating  to  stamp  tax  on  drafts,  checks 
3835  and  promissory  notes  supplementing  Regulations  No.  55.— 

Subdivision  0 [If 3534]  of  Schedule  A,  Title  XI,  Revenue  Act  of 
1918  provides: 

“Drafts  or  checks  (payable  otherwise  than  at  sight  or  on  demand) 
upon  their  acceptance  or  delivery  within  the  United  States  which- 
ever is  prior,  promissory  notes,  except  bank  notes  issued  for  cir- 
culation, and  for  each  renewal  of  same,  for  a sum  not  exceeding 
$100,  2 cents;  and  for  each  additional  $100,  or  fractional  part 
thereof,  2 cents. 

He************  ****** 

Section  26  of  the  Act  of  July  17,  1916,  provides: 

“That  every  Federal  land  bank  and  every  national  farm  loan 
association,  including  the  capital  and  reserve  or  surplus  therein 
and  the  income  derived  therefrom  shall  be  exempt  from  Federal, 
State,  municipal,  and  local  taxation,  except  taxation  upon  real 
estate  held,  purchased,  or  taken  by  said  bank  or  association  under 
the  provisions  of  section  eleven  and  section  thirteen  of  this  Act. 

First  mortgages  executed  to  Federal  land  banks,  or  to  joint  stock 
land  banks,  and  farm  loan  bonds  issued  under  the  provisions  of 
this  Act,  shall  be  deemed  and  held  to  be  instrumentalities  of  the 
Government  of  the  United  States,  and  as  such  they  and  the  in- 
come derived  therefrom  shall  be  exempt  from  Federal,  State,  muni- 
cipal, and  local  taxation. 

“Nothing  herein  shall  prevent  shares  in  any  joint  stock  land  bank 
from  being  included  in  the  valuation  of  the  personal  property  of 
the  owner  or  holder  of  such  shares  in  assessing  taxes  imposed  by 
authority  of  the  State  within  which  the  bank  is  located;  * * 

Section  2 of  said  Act  of  July  17,  1916,  provides: 

“That  wherever  the  term  ‘first  mortgage’  is  used  in  this  Act, 
it  shall  be  held  to  include  such  classes  of  first  liens  on  farm  lands 
as  shall  be  approved  by  the  Federal  Loan  Board,  and  the  credit 
instruments  secured  thereby  * * 

4201  In  accordance  with  the  above  provisions  of  law,  the  following  regu- 
lations relating  to  the  stamp  tax  under  subdivision  6 of  Schedule  A, 

Title  XI,  Revenue  Act  of  1918,  are  issued  as  a substitute  for  Article  53 

[If 3835]  of  Regulations  55: 

4202  Art.  53.  (1)  Promissory  notes  given  to  Federal  land  banks 
and  joint  stock  land  banks. — Promissory  notes  given  to  Federal 

land  banks  and  joint  stock  land  banks,  when  secured  by  first  mortgages, 

are  exempt  from  stamp,  tax. 

4203  (2)  Promissory  notes  issued  by  Federal  land  banks.— 

Promissory  notes  issued  by  Federal  land  banks  are  exempt  from 

stamp  tax. 

4204  (3)  Promissory  notes  issued  by  joint  stock  land 
banks. — 'Promissory  notes  issued  by  joint  stock  land  banks  are 

subjeet  to  stamp  tax.  (T.  D.  2954,  signed  by  Commissioner  Daniel  C. 

Roper,  and  dated  November  29,  1919.) 
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Law  Section.  Subject  Regulations 

Sec.  900.  Manufacturer’s  Tax Page  924:  Indexed  at  page  941 

Return  and  payment  of  tax 114711  and  *[4721 


Sec.  901.  Colorable  sales  and  leases.  . . .Page  936,  1(4710;  Page  991,1(4938. 


Sec.  902.  Works  of  art Page  944 

Return  and  payment  of  tax 1(4770 


Sec.  903.  Return  and  payment  of  tax  (as  noted  above  and  below). 


Sec.  904. 


Semi-luxuries 

Return  and  payment  of  tax 


Page  964:  Indexed  at  page  978 
1(4894 


Sec.  905.  Jewelry,  etc Page  944 

Return  and  payment  of  tax *(4770 


Sec.  906.  Motion-picture  films Page  989:  Indexed  at  page  994 


Return  and  payment  of  tax *(4939 

Sec.  907.  (a-1)  Toilet  preparations Page  956 

(a-2)  Medicinal  preparations Page  956 

(b)  Return  and  payment  of  tax.. 1(4813 
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BEING  TITLE  IX  OF  THE  REVENUE  ACT  OF  1918. 


TITLE  IX. — Excise  Taxes. 

[Articles  sold  or  leased  by  the  manufacturer,  producer,  or 

importer.] 

4500  Sec.  900.  That  there  shall  be  levied,  assessed,  collected,  and 
paid  upon  the  following  articles  sold  or  leased  by  the  manu- 
facturer, producer,  or  importer,  a tax  equivalent  to  the  following 
percentages  of  the  price  for  which  so  sold  or  leased — 

4501  (1)  Automobile  trucks  and  automobile  wagons,  (including 
tires,  inner  tubes,  parts,  and  accessories  therefor,  sold  on  or  in 
connection  therewith  or  with  the  sale  thereof),  3 per  centum; 

4502  (2)  Other  automobiles  and  motorcycles,  (including  tires,  inner 
tubes,  parts,  and  accessories  therefor,  sold  on  or  in  connection 
therewith  or  with  the  sale  thereof),  except  tractors,  5 per  centum  ; 

4503  (3)  Tires,  inner  tubes,  parts,  or  accessories,  for  any  of  the 
articles  enumerated  in  subdivision  (1)  or  (2),  sold  to  any  person 
other  than  a manufacturer  or  producer  of  any  of  the  articles 
enumerated  in  subdivision  (1)  or  (2),  5 per  centum; 

4504  (4)  Pianos,  organs  (other  than  pipe  organs),  piano  players, 
graphophones,  phonographs,  talking  machines,  music  boxes, 
and  records  used  in  connection  with  any  musical  instrument, 
piano  player,  graphophone,  phonograph,  or  talking  machine,  5 
per  centum; 

4505  (5)  Tennis  rackets,  nets,  racket  covers  and  presses,  skates, 
snowshoes,  skis,  toboggans,  canoe  paddles  and  cushions,  polo 
mallets,  baseball  bats,  gloves,  masks,  protectors,  shoes  and  uni- 
forms, football  helmets,  harness  and  goals,  basket-ball  goals 
and  uniforms,  golf  bags  and  clubs,  lacrosse  sticks,  balls  of  all 
kinds,  including  baseballs,  footballs,  tennis,  golf,  lacrosse,  bil- 
liard and  pool  balls,  fishing  rods  and  reels,  billiard  and  pool 
tables,  chess  and  checker  boards  and  pieces,  dice,  games  and 
parts  of  games  (except  playing  cards  and  children’s  toys  and 
games),  and  all  similar  articles  commonly  or  commercially 
known  as  sporting  goods,  10  per  centum; 

4506  (6)  Chewing  gum  or  substitutes  therefor,  3 per  centum  ; 

4507  (7)  Cameras,  weighing  not  more  than  100  pounds,  10  per 
centum  ; 

4508  (8)  Photographic  films  and  plates,  other  than  moving-picture 
films,  5 per  centum; 

4509  (9)  Candy,  5 per  centum; 

4510  (10)  Firearms,  shells,  and  cartridges,  except  those  sold  for  the 


WAR  901 


TAX 


451  1 

4512 

4513 

4514 

4515 

4516 

4517 

4518 

4519 

4520 

4521 

4522 

4523 

4524 


EXCISE  TAXES  LAW. 


use  of  the  United  States,  any  State,  Territory,  or  possession  of  the 
United  States,  any  political  subdivision  thereof,  the  District  of 
Columbia,  or  any  foreign  country  while  engaged  against  the 
German  Government  in  the  present  war,  10  per  centum; 

(11)  Hunting  and  bowie  knives,  10  per  centum; 

(12)  Dirk  knives,  daggers,  sword  canes,  stilettos,  and  brass  or 
metallic  knuckles,  100  per  centum; 

(13)  Portable  electric  fans,  5 per  centum; 

(14)  Thermos  and  thermostatic  bottles,  carafes,  jugs,  or  other 
thermostatic  containers,  5 per  centum ; 

(15)  Cigar  or  cigarette  holders  and  pipes,  composed  wholly 
or  in  part  of  meerschaum  or  amber,  humidors,  and  smoking 
stands,  10  per  centum; 

(16)  Automatic  slot-device  vending  machines,  5 per  centum, 
and  automatic  slot-device  weighing  machines,  10  per  centum  ; 
if  the  manufacturer,  producer,  or  importer  of  any  such  machine 
operates  it  for  profit,  he  shall  pay  a tax  in  respect  to  each  such 
machine  put  into  operation  equivalent  to  5 per  centum  of  its 
fair  market  value  in  the  case  of  a vending  machine,  and  10  per 
centum  of  its  fair  market  value  in  the  case  of  a weighing  machine ; 

(17)  Liveries  and  livery  boots  and  hats,  10  per  centum; 

(18)  Hunting  and  shooting  garments  and  riding  habits,  10 
per  centum ; 

(19)  Articles  made  of  fur  on  the  hide  or  pelt,  or  of  which  any 
such  fur  is  the  component  material  of  chief  value,  10  per  centum ; 

(20)  Yachts  and  motor  boats  not  designed  for  trade,  fishing, 
or  national  defense;  and  pleasure  boats  and  pleasure  canoes  if 
sold  for  more  than  $15,  10  per  centum;  and 

(21)  Toilet  soaps  and  toilet  soap  powders,  3 per  centum. 

If  any  manufacturer,  producer,  or  importer  of  any  of  the 
articles  enumerated  in  this  section  customarily  sells  such  articles 
both  at  wholesale  and  retail,  the  tax  in  the  case  of  any  article 
sold  by  him  at  retail  shall  be  computed  on  the  price  for  which 
like  articles  are  sold  by  him  at  wholesale. 

The  taxes  imposed  by  this  section  shall,  in  the  case  of  any 
article  in  respect  to  which  a corresponding  tax  is  imposed  by 
section  600  of  the  Revenue  Act  of  1917,  be  in  lieu  of  such  tax. 

[Selling  or  leasing  articles  at  less  than  fair  market  price.] 

Sec.  901.  That  if  any  person  manufactures,  produces  or  im- 
ports any  article  enumerated  in  section  900,  or  leases  or  licenses 
for  exhibition  any  positive  motion-picture  film  containing  a pic- 
ture ready  for  projection,  and,  whether  through  any  agreement, 
arrangement,  or  understanding,  or  otherwise,  sells,  leases  or 
licenses  such  article  at  less  than  the  fair  market  price  obtainable 
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therefor,  either  (a)  in  such  manner  as  directly  or  indirectly  to 
benefit  such  person  or  any  person  directly  or  indirectly  inter- 
ested in  the  business  of  such  person,  or  (b)  with  intent  to  cause 
such  benefit,  the  amount  for  which  such  article  is  sold,  leased 
or  licensed  shall  be  taken  to  be  the  amount  which  would  have 
been  received  from  the  sale,  lease  or  license  of  such  article  if 
sold,  leased  or  licensed  at  the  fair  market  price. 

[Works  of  art.] 

4525  Sec.  902.  That  there  shall  be  levied,  assessed,  collected,  and 
paid  upon  sculpture,  paintings,  statuary,  art  porcelains,  and 
bronzes,  sold  by  any  person  other  than  the  artist,  a tax  equivalent 
to  10  per  centum  of  the  price  for  which  so  sold.  This  section 
shall  not  apply  to  the  sale  of  any  such  article  to  an  educational 
institution  or  public  art  museum. 

[Returns  and  payment  of  taxes.] 

4526  Sec.  903.  That  every  person  liable  for  any  tax  imposed  by 
section  900,  902,  or  906,  shall  make  monthly  returns  under  oath 
in  duplicate  and  pay  the  taxes  imposed  by  such  sections  to  the 
collector  for  the  district  in  which  is  located  the  principal  place 
of  business.  Such  returns  shall  contain  such  information  and 
be  made  at  such  times  and  in  such  manner  as  the  Commissioner, 
with  the  approval  of  the  Secretary,  may  by  regulations  prescribe. 

4527  The  tax  shall,  without  assessment  by  the  Commissioner  or 
notice  from  the  collector,  be  due  and  payable  to  the  collector  at 
the  time  so  fixed  for  filing  the  return.  If  the  tax  is  not  paid 
when  due,  there  shall  be  added  as  part  of  the  tax  a penalty  of  5 
per  centum,  together  with  interest  at  the  rate  of  1 per  centum 
for  each  full  month,  from  the  time  when  the  tax  became  due. 

[Consumption  taxes  on  semi-luxuries  sold  by  dealers.] 

4528  Sec.  904.  (a)  That  on  and  after  May  1,  1919,  there  shall  be 
levied,  assessed,  collected,  and  paid  a tax  equivalent  to  10  per 
centum  of  so  much  of  the  amount  paid  for  any  of  the  following 
articles  as  is  in  excess  of  the  price  hereinafter  specified  as  to 
each  such  article,  when  such  article  is  sold  by  or  for  a dealer 
or  his  estate  on  or  after  such  date  for  consumption  or  use— - 

4529  (1)  Carpets  and  rugs,  including  fiber,  except  imported  and 
American  rugs  made  principally  of  wool,  on  the  amount  in 
excess  of  $5  per  square  yard ; 

4530  (2)  Picture  frames,  on  the  amount  in  excess  of  $10  each; 

4531  (3)  Trunks,  on  the  amount  in  excess  of  $50  each; 

4532  (4)  Valises,  traveling  bags,  suit  cases,  hat  boxes  used  by 

travelers,  and  fitted  toilet  cases,  on  the  amount  in  excess  of 
$25  each ; 
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(5)  Purses,  pocketbooks,  shopping  and  hand  bags,  on  the 
amount  in  excess  of  $7.50  each; 

(6)  Portable  lighting  fixtures,  including  lamps  of  all  kinds 
and  lamp  shades,  on  the  amount  in  excess  of  $25  each ; 

(7)  Umbrellas,  parasols,  and  sun  shades,  on  the  amount  in 

excess  of  $4  each; 

(8)  Fans,  on  the  amount  in  excess  of  $1  each; 

(9)  House  or  smoking  coats  or  jackets,  and  bath  or  lounging 
robes,  on  the  amount  in  excess  of  $7.50  each ; 

(10)  Men’s  waistcoats,  sold  separately  from  suits,  on  the 
amount  in  excess  of  $5  each ; 

(11)  Women’s  and  misses’  hats,  bonnets,  and  hoods,  on  the 
amount  in  excess  of  $15  each ; 

(12)  Men’s  and  boys’  hats,  on  the  amount  in  excess  of  $5 
each ; 

(13)  Men’s  and  boys’  caps,  on  the  amount  in  excess  of  $2 

rach  ; 

(14)  Men’s,  women’s,  misses’,  and  boys’  boots,  shoes,  pumps, 
and  slippers,  not  including  shoes  or  appliances  made  to  order 
for  any  person  having  a crippled  or  deformed  foot  or  ankle,  on 
the  amount  in  excess  of  $10  per  pair; 

(15)  Men’s  and  boys’  neckties  and  neckwear,  on  the  amount 
in  excess  of  $2  each ; 

(16)  Men’s  and  boys’  silk  stockings  or  hose,  on  the  amount  in 
excess  of  $1  per  pair; 

(17)  Women’s  and  misses’  silk  stockings  or  hose,  on  the 
amount  in  excess  of  $2  per  pair; 

(18)  Men’s  shirts,  on  the  amount  in  excess  of  $3  each; 

(19)  Men’s,  women’s,  misses’,  and  boys’  pajamas,  night 
gowns,  and  underwear,  on  the  amount  in  excess  of  $5  each ; and 

(20)  Kimonos,  petticoats,  and  waists,  on  the  amount  in  excess 
of  $15  each. 

(b)  The  tax  imposed  by  this  section  shall  not  apply  (1)  to 
any  article  enumerated  in  paragraphs  (2)  to  (8),  both  inclusive, 
of  subdivision  (a),  if  such  article  is  made  of,  or  ornamented, 
mounted,  or  fitted  with,  precious  metals  or  imitations  thereof 
or  ivory,  or  (2)  to  any  article  made  of  fur  on  the  hide  or  pelt, 
or  of  which  any  such  fur  is  the  component  material  of  chief 
value,  or  to  (3)  any  article  enumerated  in  subdivision  (17)  or 
(18)  of  section  900. 
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[Tax  on  semi-luxuries  to  be  paid  by  purchaser  to  vendor.] 

(c)  The  taxes  imposed  by  this  section  shall  be  paid  by  the 
purchaser  to  the  vendor  at  the  time  of  the  sale  and  shall  be 
collected,  returned,  and  paid  to  the  United  States  by  such  vendor 
in  the  same  manner  as  provided  in  section  502  [j[5513]. 

[Consumption  tax  on  jewelry  sold  by  dealers.] 

Sec.  905.  That  on  and  after  April  1,  1919,  there  shall  be  levied, 
assessed,  collected,  and  paid  (in  lieu  of  the  tax  imposed  by  sub- 
division (e)  of  section  600  of  the  Revenue  Act  of  1917)  upon 
all  articles  commonly  or  commercially  known  as  jewelry, 
whether  real  or  imitation;  pearls,  precious  and  semi  precious 
stones,  and  imitations  thereof;  articles  made  of,  or  ornamented, 
mounted  or  fitted  with,  precious  metals  or  imitations  thereof  or 
ivory  (not  including  surgical  instruments)  ; watches ; clocks ; 
opera  glasses;  lorgnettes;  marine  glasses;  field  glasses;  and 
binoculars ; upon  any  of  the  above  when  sold  by  or  for  a dealer 
or  his  estate  for  consumption  or  use,  a tax  equivalent  to  5 per 
centum  of  the  price  for  which  so  sold. 

[Consumption  tax  on  jewelry  to  be  paid  by  vendor.] 

Every  person  selling  any  of  the  articles  enumerated  in  this 
section  shall  make  returns  under  oath  in  duplicate  (monthly  or 
quarterly  as  the  Commissioner,  with  the  approval  of  the  Secre- 
tary, may  prescribe)  and  pay  the  taxes  imposed  in  respect  to 
such  articles  by  this  section  to  the  collector  for  the  district  in 
which  is  located  the  principal  place  of  business.  Such  returns 
shall  contain  such  information  and  be  made  at  such  times  and 
in  such  manner  as  the  Commissioner,  with  the  approval  of  the 
Secretary,  may  by  regulations  prescribe. 

The  tax  shall,  without  assessment  by  the  Commissioner  or 
notice  from  the  collector,  be  due  and  payable  to  the  collector 
at  the  time  so  fixed  for  filing  the  return.  If  the  tax  is  not  paid 
when  due,  there  shall  be  added  as  part  of  the  tax  a penalty  of  5 
per  centum,  together  with  interest  at  the  rate  of  1 per  centum 
for  each  full  month,  from  the  time  when  the  tax  became  due. 

[Leasing  and  licensing  positive  motion-picture  films.] 

Sec.  906.  That  on  and  after  the  1st  day  of  May,  1919,  any 
person  engaged  in  the  business  of  leasing  or  licensing  for  exhi- 
bition positive  motion-picture  films  containing  pictures  ready 
for  projection  shall  pay  monthly  an  excise  tax  in  respect  to 
carrying  on  such  business  equal  to  5 per  centum  of  the  total 
rentals  earned  from  each  such  lease  or  license  during  the  pre- 
ceding month.  If  a person  owning  such  a film  exhibits  it  for 
profit  he  shall  pay  a tax  equivalent  to  5 per  centum  of  the  fair 
rental  or  license  value  of  such  film  at  the  time  and  place  where 
and  for  the  period  during  which  exhibited.  If  any  such  person 
has,  prior  to  December  6,  1918,  made  a bona  fide  contract  with 
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any  person  for  the  lease  or  licensing,  after  the  tax  imposed  by 
this  section  takes  effect,  of  such  a film  for  exhibition  for  profit, 
and  if  such  contract  does  not  permit  the  adding  of  the  whole  of 
the  tax  imposed  by  this  section  to  the  amount  to  be  paid  under 
such  contract  then  the  lessee  or  licensee  shall,  in  lieu  of  the 
lessor  or  licensor,  pay  so  much  of  such  tax  as  is  not  so  permitted 
to  be  added  to  the  contract  price.  The  tax  imposed  by  this 
section  shall  be  in  lieu  of  the  tax  imposed  by  subdivisions  (c) 
and  (d)  of  section  GOO  of  the  Revenue  Act  of  1917. 

[Consumption  tax  on  medicinal  preparations  and  toilet  articles 

sold  by  dealers.] 

Sec.  907.  (a)  That  on  and  after  May  1,  1919,  there  shall  be 
levied,  assessed,  collected  and  paid  (in  lieu  of  the  taxes  imposed 
by  subdivisions  (g)  and  (h)  of  section  600  of  the  Revenue  Act 
of  1917)  a tax  of  1 cent  for  each  25  cents  or  fraction  thereof  of 
the  amount  paid  for  any  of  the  following  articles  when  sold  by 
or  for  a dealer  or  his  estate  on  or  after  such  date  for  consumption 
or  use : 

(1)  Perfumes,  essences,  extracts,  toilet  waters,  cosmetics, 
petroleum  jellies,  hair  oils,  pomades,  hair  dressings,  hair  restora- 
tives, hair  dyes,  tooth  and  mouth  washes,  dentifrices,  topth 
pastes,  aromatic  cachous,  toilet  powders  (other  than  soap  pow- 
ders [1J4521]),  or  any  similar  substance,  article,  or  preparation 
by  whatsoever  name  known  or  distinguished,  any  of  the  above 
which  are  used  or  applied  or  intended  to  be  used  or  applied  for 
toilet  purposes  ; 

(2)  Pills,  tablets,  powders,  tinctures,  troches  or  lozenges, 
sirups,  medicinal  cordials  or  bitters,  anodynes,  tonics,  plasters, 
liniments,  salves,  ointments,  pastes,  drops,  waters  (except  those 
taxed  under  section  628*  of  this  Act),  essences,  spirits,  oils,  and 
other  medicinal  preparations,  compounds,  or  compositions  (not 
including  serums  and  antitoxins),  upon  the  amount  paid  for  any 
of  the  above  as  to  which  the  manufacturer  or  producer  claims 
to  have  any  private  formula,  secret,  or  occult  art  for  making  or 
preparing  the  same,  or  has  or  claims  to  have  any  exclusive  right 
or  title  to  the  making  or  preparing  the  same,  or  which  are  pre- 
pared, uttered,  vended,  or  exposed  for  sale  under  any  letters 
patent,  or  trade-mark,  or  which  (if  prepared  by  any  formula, 
published  or  unpublished)  are  held  out  or  recommended  to  the 
public  by  the  makers,  vendors,  or  proprietors  thereof  as  pro- 
prietary medicines  or  medicinal  proprietary  articles  or  prepara- 
tions, or  as  remedies  or  specifics  for  any  disease,  diseases,  or 


*Artificial  mineral  waters  (carbonated  or  not  carbonated), 
other  carbonated  waters  or  beverages,  sold  by  the  manufac- 
turer, producer,  or  importer,  in  bottles  or  other  closed  contain- 
ers, and  all  natural  mineral  water  or  table  waters  sold  by  the 
producer,  bottler,  or  importer,  in  bottles  or  other  closed  con- 
tainers. 
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affection  whatever  affecting  the  human  or  animal  body:  Pro- 
vided, That  the  provisions  of  this  section  shall  not  apply  to  the 
sale  of  Vaccines  and  bacterines  which  are  not  advertised  to  the 
general  lay  public,  nor  to  the  sale  by  a physician  in  personal 
attendance  upon  a patient  of  medicinal  preparations  not  so 
advertised. 


[Consumption  tax  on  medicinal  preparations  and  toilet  articles 
to  be  paid  by  purchaser  to  vendor.] 

4558  (b)  The  taxes  imposed  by  this  section  shall  be  collected  by 
whichever  of  the  following  methods  the  Commissioner  may  deem 
expedient:  (1)  by  stamp  affixed  to  such  article  by  the  vendor,  the 
cost  of  which  shall  be  reimbursed  to  the  vendor  by  the  pur- 
chaser ; or  (2)  by  payment  to  the  vendor  by  the  purchaser  at  the 
time  of  the  sale,  the  taxes  so  collected  being  returned  and  paid 
to  the  United  States  by  such  vendor  in  the  same  manner  as 
provided  in  section  502  [fl5513]. 

[Articles  purchased  from  and  sold  to  Virgin  Islands.] 

4559  Sec.  1304  [of  Title  XIII  of  the  Revenue  Act  of  1918,  of  which 
the  above,  “Excise  Taxes”  is  Title  IX],  That  there  shall  be 
levied,  collected,  and  paid  in  the  United  States,  upon  articles 
coming  into  the  United  States  from  the  Virgin  Islands,  a tax 
equal  to  the  internal-revenue  tax  imposed  in  the  United  States 
upon  like  articles  of  domestic  manufacture ; such  articles  shipped 
from  such  islands  to  the  United  States  shall  be  exempt  from  the 
payment  of  any  tax  imposed  by  the  internal-revenue  laws  of 
such  islands : Provided,  That  there  shall  be  levied,  collected, 
and  paid  in  such  islands,  upon  articles  imported  from  the  United 
States,  a tax  equal  to  the  internal-revenue  tax  imposed  in  such 
islands  upon  like  articles  there  manufactured ; and  such  articles 
going  into  such  islands  from  the  United  States  shall  be  exempt 
from  payment  of  any  tax  imposed  by  the  internal-revenue  laws 
of  the  United  States. 


[Bona  fide  prior  contracts  made.] 

4560  Sec.  1312  [of  Title  XIII  of  the  Revenue  Act  of  1918].  (1) 
That  (a)  if  any  person  has  prior  to  May  9,  1917,  made  a bona 
fide  contract  with  a dealer  for  the  sale  or  lease,  after  the  tax 
takes  effect,  of  any  article  in  respect  to  which  a tax  is  imposed 
under  Title  VI  [Tax  on  beverages],  VII  [Tax  on  cigars, 
tobacco,  etc.],  or  IX,  or  under  subdivision  13  [playing  cards] 
of  Schedule  A of  Title  XI,  or  under  this  subdivision,  and  (b) 
if  such  contract  does  not  permit  the  adding  of  the  whole  of 
such  tax  to  the  amount  to  be  paid  under  such  contract,  then 
the  vendee  or  lessee  shall,  in  lieu  of  the  vendor  or  lessor,  pay 
so  much  of  such  tax  as  is  not  so  permitted  to  be  added  to  the 
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contract  price.  If  a contract  of  the  character  above  described 
was  made  with  any  person  other  than  a dealer,  the  tax  collected 
under  this  Act  shall  be  the  tax  in  force  on  May  9,  1917. 

4561  (2)  If  (a)  any  person  has  prior  to  September  3,  1918,  made 
a bona  fide  contract  with  a dealer  for  the  sale  or  lease,  after  the 
tax  takes  effect,  of  any  article  in  respect  to  which  a tax  is 
imposed  under  Title  VI,  VII,  or  IX,  or  under  subdivision  13 
of  Schedule  A of  Title  XI,  or  under  this  subdivision,  and  in 
respect  to  which  no  corresponding  tax  was  imposed  by  the 
Revenue  Act  of  1917,  and  (b)  such  contract  does  not  permit  the 
adding,  to  the  amount  to  be  paid  under  such  contract,  of  the 
whole  of  the  tax  imposed  by  this  Act,  then  the  vendee  or  lessee 
shall,  in  lieu  of  the  vendor  or  lessor,  pay  so  much  of  the  tax 
imposed  by  this  Act  as  is  not  so  permitted  to  be  added  to  the 
contract  price.  If  a contract  of  the  character  above  described 
was  made  with  any  person  other  than  a dealer,  no  tax  shall  be 
collected  under  this  Act. 

4562  (3)  If  (a)  any  person  has  prior  to  September  3,  1918,  made 
a bona  fide  contract  with  a dealer  for  the  sale  or  lease,  after  the 
tax  takes  effect,  of  any  article  in  respect  to  which  a tax  is  im- 
posed under  Title  VI,  VII,  or  IX,  or  under  subdivision  13  of 
Schedule  A of  Title  XI,  or  under  this  subdivision,  and  in  respect 
to  which  a corresponding  tax  was  imposed  by  the  Revenue  Act 
of  1917,  and  (b)  such  contract  does  not  permit  the  adding,  to 
the  amount  to  be  paid  under  such  contract,  of  the  whole  of  the 
difference  between  such  tax  and  the  corresponding  tax  imposed 
by  the  Revenue  Act  of  1917,  then  the  vendee  or  lessee  shall,  in  lieu 
of  the  vendor  or  lessor,  pay  so  much  of  such  difference  as  is  not 
so  permitted  to  be  added  to  the  contract  price.  If  a contract  of 
the  character  above  described  was  made  with  any  person  other 
than  a dealer,  the  tax  collected  under  this  Act  shall  be  the  tax 
in  force  on  September  3,  1918. 

[Method  of  handling  taxes  payable  by  vendee.] 

4563  (4)  The  taxes  payable  by  the  vendee  or  lessee  under  this  sec- 
tion shall  be  paid  to  the  vendor  or  lessor  at  the  time  the  sale 
or  lease  is  consummated,  and  collected,  returned,  and  paid  to 
the  United  States  by  such  vendor  or  lessor  in  the  same  manner 
as  provided  in  section  502  [1(5513]. 

[The  term  “dealer”  defined.] 

4564  (5)  The  term  “dealer”  as  used  in  this  section  includes  a 
vendee  who  purchases  any  article  with  intent  to  use  it  in  the 
manufacture  or  production  of  another  article  intended  for  sale. 

4565  (6)  This  section  shall  not  apply  to  any  tax  imposed  by  section 
906  [1[4554]. 

[False  statement  by  vendor  to  vendee  relative  to  the  tax.] 

4566  Sec.  1319  [of  Title  XIII  of  the  Revenue  Act  of  1918].  That 
whoever  in  connection  with  the  sale  or  lease,  or  offer  for  sale 
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or  lease,  of  any  article,  or  for  the  purpose  of  making  such  sale 
or  lease,  makes  any  statement,  written  or  oral,  (1)  intended  or 
calculated  to  lead  any  person  to  believe  that  any  part  of  the 
price  at  which  such  article  is  sold  or  leased,  or  offered  for  sale 
or  lease,  consists  of  a tax  imposed  under  the  authority  of  the 
United  States,  or  (2)  ascribing  a particular  part  of  such  price 
to  a tax  imposed  under  the  authority  of  the  United  States,  know- 
ing that  such  statement  is  false  or  that  the  tax  is  not  so  great 
as  the  portion  of  such  price  ascribed  to  such  tax,  shall  be  guilty 
of  a misdemeanor  and  upon  conviction  thereof  shall  be  punished 
by  a fine  of  not  more  than  $1,000  or  by  imprisonment  not 
exceeding  one  year,  or  both. 


[Sales  made  on  credit.  Export  sales.] 

4567  Sec.  1310  [of  the  Revenue  Act  of  1918].  (a)  [Credit  for  and 
refund  of  overpayments  or  overcollections,  “Miscellaneous  Mat- 
ters” at  the  back  of  the  book],  (b)  Wherever  in  this  Act  a tax 
is  required  to  be  paid  by  the  purchaser  to  the  vendor  at  the 
time  of  a sale,  and  such  sale  is  made  on  credit,  then,  under  regu- 
lations prescribed  by  the  Commissioner,  with  the  approval  of 
the  Secretary,  the  tax  may,  at  the  option  of  the  vendor,  be  re- 
turned and  paid  by  him  to  the  United  States  as  if  paid  to  him 
by  the  purchaser  at  the  time  of  the  sale,  and  in  such  case  the 

. vendor  shall  have  a right  of  action  in  any  court  of  competent 
jurisdiction  against  the  purchaser  for  the  amount  of  the  tax  so 
returned  and  paid  to  the  United  States. 

4568  (c)  Under  such  rules  and  regulations  as  the  Commissioner 
with  the  approval  of  the  Secretary  may  prescribe,  the  taxes  im- 
posed under  the  provisions  of  Titles  VI,  VII  or  IX  shall  not 
apply  in  respect  to  articles  sold  or  leased  for  export  and  in  due 
course  so  exported.  Under  such  rules  and  regulations  the  amount 
of  any  internal-revenue  tax  erroneously  or  illegally  collected  in 
respect  to  exported  articles  may  be  refunded  to  the  exporter  of 
the  article,  instead  of  to  the  manufacturer,  if  the  manufacturer 
waives  any  claim  for  the  amount  so  to  be  refunded. 


[General  Penalty  Provisions.] 

[Read  under  “Miscellaneous  Matters”  at  the  back  of  the  book.] 


[General  Administrative  Provisions.] 

[Read  under  “Miscellaneous  Matters”  at  the  back  of  the  book.] 
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RULINGS,  REGULATIONS,  OPINIONS,  AND  DECISIONS 
UNDER  THE 
EXCISE  TAXES  LAW. 

4569  Comment.  [The  reputations  printed  immediately  hereinafter  in  small  type  relate 
to  the  old  excise  tax  law  which  imposed  a tax  on  certain  articles  sold  by  the  manu- 
facturer, producer,  or  importer.  Regulations  No.  44,  issued  May  31,  1918,  quoted  fre- 
quently below,  revoked  all  prior  rulings  inconsistent  with  its  holdings,  ^[4628.  In  targe 
part,  the  substance  of  earlier  rulings  was  repeated  in  Regulations  No.  44.  Such  earlier 
regulations  and  those  that  were  revoked  have  not  been  reproduced  here.  No  floor  taxes 
arc  imposed  by  the  new  taw  on  or  in  connection  with  any  of  the  articles  on  which  sales 
taxes  arc  laid  by  this  Title.] 

4570  Effective  Date. — The  tax  is  imposed  on  all  articles  sold  by  the  manufacturer, 
producer,  or  importer  on  or  after  October  4,  1917,  even  though  manufactured, 

produced,  or  imported  before  that  date.  (Art.  1,  Reg.  44,  May  31,  1918.)  [Effective 
date  of  the  new  taw,  “bn  the  day  following  its  passage,”  i.e.,  on  the  day  after  the  Bill  has 
been  approved  by  the  President,  except  as  otherwise  specified  in  connection  with  the 
consumption  or  use  taxes,  and  the  excise  tax  on  the  leasing  or  licensing  of  positive 
motion-picture  films  ] 

4571  “Manufacturer,”  “Producer”  and  “Importer”  Defined. — A “manufacturer”  is  a 
person  who  prepares  an  article  in  final  marketable  form  and  sells  or  markets  it. 

If  goods  partly  manufactured  by  one  person  are  further  manufactured  by  another  before 
being  marketed  to  consumers  for  use,  the  tatter  is  the  manufacturer  for  the  purpose  of  the 
tax.  This  applies,  for  example,  to  bulk  goods  that  require  to  be  bottled  or  otherwise  pre- 
pared in  order  to  put  them  into  salable  condition.  For  further  illustration  see  Article  21. 
The  term  “producer”  is  a broader  term  than  “manufacturer.”  An  “importer”  is  a perspn 
who  causes  an  article  to  be  brought  into  the  United  States  from  a foreign  country.  A 
retailer  may  be  also  a manufacturer,  producer,  or  importer.  The  term  “manufacturer” 
is  used  in  these  regulations  for  convenience  to  include  also  “producer”  and  “importer.” 
(Art.  2,  Reg.  44,  May  31,  1918.) 

4572  Basis  of  Tax. — The  tax  is  on  the  sale  of  the  articles  enumerated,  or  in  the  case  of 
positive  moving-picture  films  on  their  sale  or  lease,  by  the  manufacturer.  The 

tax  is  measured  by  the  price  for  which  the  article  is  sold,  except  in  the  case  of  moving- 
picture  films.  It  is  on  the  actual  sales  price,  and  not  on  the  list  price,  where  that  differs 
from  the  sales  price.  A discount  for  cash  or  other  discount  made  subsequently  to  the  sale, 
however,  can  not  be  deducted  in  computing  the  price  for  the  purpose  of  the  tax.  Commis- 
sions to  agents  and  other  expenses  of  sale  are  not  deductible  from  the  price.  If  articles 
are  sold  at  the  factory  and  the  freight  charges  from  the  factory  to  the  point  of  delivery 
are  paid  by  the  buyer  as  a specific  item,  or  if  they  are  sold  delivered  at  a sum  less  freight 
charges  to  be  paid  by  the  purchaser,  such  charges  need  not  be  included  as  part  of  the  price 
of  the  goods;  but  if  the  manufacturer  sells  goods  at  a delivered  price  and  himself  pays 
the  freight,  he  is  not  entitled  to  make  any  deduction  on  account  of  the  inclusion  in  the 
price  of  freight  charges.  If  the  price  of  an  article  is  increased  to  cover  the  tax,  the  tax  is 
on  such  increased  price.  (Aft.  3,  Reg.  44,  May  31,  1918.) 

4573  When  Tax  Attaches:  “Sold.” — The  tax  attaches  when  the  article  is  sold;  that 
is  to  say,  when  the  title  to  it  passes  from  the  seller  to  the  buyer  pursuant  to  a pre- 
vious contract  of  sale  or  upon  a sale  without  previous  contract.  When  title  passes  is  a 
question  of  fact  dependent  upon  the  intention  of  the  parties  as  gathered  from  the  contract 
of  sale  and  the  surrounding  circumstances.  In  the  absence  of  an  intention  to  the  contrary 
the  title  is  presumed  to  pass  upon  delivery  of  the  article  to  the  buyer  or  to  a carrier  for  the 
buyer.  In  the  case  of  a conditional  sale,  where  title  is  reserved  until  payment  of  the  pur- 
chase price  in  full,  the  tax  attaches  upon  such  payment,  or  when  title  passes  if  before  the 
completion  of  the  payments.  In  the  case  of  the  lease  of  moving-picture  films  the  tax 
attaches  when  the  manufacturer  enters  into  a contract  of  lease,  either  express  or  implied 
and  pursuent  thereto  delivers  the  film  to  the  lessee  or  to  a carrier  for  the  lessee.  [For 
“films”  read  at  ^[4554.] 
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4574  Sales  by  Agents. — -A  sale  by  an  agent  is  a sale  by  the  manufacturer.  If  the  manu- 
facturer has  a sales  agent  or  sales  agency,  to  whom  or  to  which  it  nominally  sells 

an  article,  but  retains  an  interest  in  the  profits  from  the  resale  of  the  article,  the  taxable 
sale  is  that  made  by  the  sales  agent  or  agency.  Where  a sales  agent  or  distributor  is  a 
separate  corporation  and  the  sale  to  it  is  absolute,  with  no  further  payments  or  benefits 
accruing  to  the  manufacturer  upon  a resale  or  otherwise,  the  taxable  sale  is  nevertheless 
that  made  by  the  distributor,  regarded  as  the  agent  of  the  manufacturer,  if  substantially 
all  of  the  stock  of  the  distributor  is  held  by  or  for  the  benefit  of  the  manufacturer.  Similarly, 
in  the  case  of  a selling  corporation  owning  substantially  all  the  stock  of  a manufacturing 
corporation,  which  nominally  sells  all  or  a part  of  its  product  to  the  selling  corporation 
the  manufacturing  corporation  is  regarded  as  a manufacturing  agent  and  the  taxable  sales 
are  those  made  by  the  selling  corporation.  (Art.  5,  Reg.  44,  May  31,  1918.) 

4575  Tax  Payable  by  Manufacturer. — The  tax  is  to  be  paid  by  the  manufacturer  on 
all  sales  made  directly  by  him  or  through  an  agent.  The  tax  is  payable  in  respect 

of  a sale  made,  whether  or  not  the  purchase  price  is  actually  collected,  but  if  articles  sold 
arc  returned  and  the  sale  entirely  rescinded,  no  tax  is  payable,  and  if  paid  it  is  refundable. 
If  an  article  is  sold  and  thereafter  exchanged  for  another  article  of  a higher  price,  the 
purchaser  paying  the  difference,  the  vendor  should  pay  the  tax  on  the  second  sale,  but 
may  take  credit  for  the  tax  paid  on  the  returned  article.  On  articles  manufactured  for  a 
jobber  by  a foreign  manufacturer,  the  jobber  must  pay  the  tax  as  the  importer.  A receiver 
continuing  a business  under  court  order  is  liable  to  the  tax  upon  articles  produced  and  sold 
by  him.  Where  a manufacturer  consigns  articles  to  a retailer,  retaining  ownership  in  them 
until  they  are  disposed  of  by  the  retailer,  the  manufacturer  must  pay  the  tax  on  all  goods 
sold  to  the  retailer,  as  shown  by  reports  to  be  procured  by  him  monthly  from  the  retailer. 
See  also  Article  39  [^[4626].  (Art.  6,  Reg.  44,  May  31,  1918.) 

4576  Sales  to  the  Government  or  a State. — Articles  sold  to  the  Government  in  the 
ordinary  course  of  business  are  taxable.  Where,  however,  the  Government  supplies 

a manufacturer  with  all  materials  and  parts  except  a small  portion  furnished  by  the  manu- 
facturer, under  a contract  stipulating  that  the  manufacturer  shall  be  guaranteed  a certain 
profit,  no  tax  is.  payable,  because  the  manufacturer  does  not  sell  the  articles.  Articles 
manufactured  in  plants  taken  over  and  operated  by  the  Government  are  not  subject  to  the 
tax.  Under  the  authority  of  section  3464  of  the  Revised  Statutes  the  tax  on  articles  sold 
the  Governn  ent  may  be  remitted  in  cases  within  the  scope  of  Regulations  No.  34  [see 
^[4577].  Articles  sold  to  a State  or  a political  subdivision  thereof  for  use  in  carrying  on 
its  governmental  operations  are  not  subject  to  the  tax.  (Art.  7,  Reg.  44,  May  31,  1918.) 

4577  Si  nee  the  law  only  extends  the  exemption  to  cases  covered  by  the  regulations,  if 
the  regulations  are  not  complied  with  and  goods  are  delivered  without  regard 

thereto,  the  tax  must  be  paid,  and  having  been  paid,  cannot  be  refunded.  (T.  D.  2785, 
Jan.  23,  1919.) 

4578  Au  tomobiles  sold  to  the  United  States  for  the  use  of  the  Army  are  subject  to  the 

tax  * * *.  (T.  D.  2584,  Nov.  20,  1917.) 

4579  Automobiles  and  motorcycles  sold  by  the  manufacturer  to  the  United  States 
Government  on  contract,  at  contract  prices,  are  taxable  under  the  excise-tax  law. 

(T.  D.  2570,  Nov.  6,  1917.) 

4580  Automobiles. — The  tax  is  [5]  per  cent  of  the  price  for  which  automobiles  and 
motorcycles  are  sold  by  the  manufacturer.  An  automobile  is  a self-propelling 

vehicle,  usually  designed  to  run  on  a road,  containing  the  means  of  propulsion  within  itself. 
An  automobile  adapted  for  use  on  a track  is  subject  to  the  tax.  An  automobile'  truck  or 
wagon  is  an  automobile  used  primarily  for  transporting  articles  [read  at  ^4501].  A motor- 
cycle is  a motor-driven  bicycle.  (Art.  8,  Reg.  44,  May  31,  1918.) 

4581  Automobiles,  automobile  trucks,  motor  cycles,  etc.,  manufactured  in  a foreign 
country  by  a company  completely  controlled  and  managed  in  the  United  States 

are  subject  to  the  sales  tax. 

4582  No  tax  un^er  this  act  is  upon  the  purchaser  or  user  of  automobiles,  etc.  (T.  D. 
2591,  NoV.  24,  1917.) 
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4583  Automobiles:  Scope  of  tax. — To  come  within  the  scope  of  the  tax  a machine  must 
be  a vehicle  or  conveyance,  that  is,  designed  primarily  for  the  transportation  in 

or  upon  it  of  persons  or  property.  Tractors  for  pulling  agricultural  implements,  motor- 
driven  machines  for  pulling  vehicles  arourld  factories  and  railway  stations,  and  motor- 
driven  machine  guns  are  not  automobiles  or  automobile  trucks.  A self-propelled  fire 
engine,  at  least  if  designed  to  carry  only  such  persons  as  are  necessary  to  drive  it,  is  not 
spoken  of  and  is  not  to  be  regarded  as  an  automobile.  If,  however,  it  is  specially  designed 
to  carry  firemen  not  employed  in  or  about  the  driving  of  the  machine,  it  must  be  regarded 
as  falling  within  the  scope  of  the  statute.  On  the  other  hand,  automobiles  and  auto- 
mobile trucks  equipped  as  hook  and  ladders,  hose  carts,  etc.,  for  the  use  of  firemen  are 
taxable.  A chassis  is  an  automobile  within  the  meaning  of  the  statute,  and  the  tax  is 
payable  by  the  manufacturer  of  the  chassis.  Where  i person  other  than  the  manufacturer 
of  the  chassis  completes  and  sells  an  automobile,  the  tax  must  be  paid  on  the  complete 
car  less  any  tax  already  paid  on  the  sale  of  the  chassis.  A usable,  substantially  completed 
automobile  produced  bv  assembling  new  parts  of  trucks  and  cars  is  subject  to  the  tax. 
(Art.  9,  Reg.  44,  May  31,  1918.) 

4584  A payment  made  by  the  owner  of  a chassis  to  have  a body  added  is  a part  of  the 
total  price  of  the  automobile  as  completed  by  such  further  manufacture,  and 

excise  tax  on  such  part  of  the  price  is  payable  by  the  body-builder  as  a manufacturer. 
(T.  D.  2782,  Dec.  24,  1918.) 

4585  A motor  wheel  when  sold  unattached  to  a bicycle,  velocipede,  or  other  vehicle 
is  not  taxable,  but  when  sold  in  connection  with  a bicycle,  velocipede,  or  other 

vehicle,  the  tax  attaches  to  the  completed  article.  The  “Smith-Flyer,”  a self-propelled 
vehicle,  is  taxable  as  an  automobile  * * * . (T.  D.  2601,  Dec.  3,  1917.) 

4586  Automobiles:  Articles  not  taxable. — Used  or  second-hand  automobiles  are  not 

subject  to  the  tax  So-called  truck  units,  intended  to  be  attached  to  pleasure 

car  chassis  so  as  to  convert  them  into  trucks,  are  not  taxable  when  sold  separately.  If 
sold  in  combination  with  a new  chassis,  however,  the  tax  is  imposed  on  the  price  of  the 
complete  truck.  A motor  unit,  designed  to  be  attached  to  a bicycle  so  as  to  make  it 
self-propelling  like  a motorcycle,  is  not  taxable  when  sold  separately,  but  when  sold 
attached  to  a bicycle  or  to  a children’s  buckboard  the  complete  vehicle  is  subject  to  the 
tax  as  a motorcycle  or  automobile.  A four-wheel  trailer,  complete  in  itself,  having 
no  connection  with  an  automobile  except  the  necessary  coupling  when  drawn  by  it,  is  not 
subject  to  the  tax.  Automobile  bodies,  side  cars  for  motorcycles,  * * * are  not  tax- 

able when  sold  separately,  but  they  are  when  sold  as  part  of  an  automobile  or  motorcycle  or 
of  its  equipment,  whether  standard  or  not.  (Art.  10,  Reg.  44,  May  31,  1918.) 

4587  Piano  players  and  talking  machines. — The  tax  is  [5]  per  cent  of  the  price  for  which 
piano  players,  graphophones,  phonographs,  talking  machines,  and  records  used 

in  connection  with  any  musical  instrument,  piano  player,  graphophone,  phonograph,  or 
talking  machine  are  sold  by  the  manufacturer.  Accessories  to  such  articles,  other  than 
records,  are  not  taxable  unless  sold  in  combination  therewith.  A piano  player  is  a device 
designed  to  play  a piano  mechanically  and  may  be  separate  from  the  piano  or  incorporated 
in  it.  The  device  and  the  piano  together  are  sometimes  known  as  a player  piano.  The 
tax  is  upon  the  piano  player  and  not  on  the  complete  player  piano,  unless  the  price  of  the 
player  embodied  in  the  player  piano  can  not  be  separately  determined.  Toy  talking 
machines  are  taxable.  Dictagraphs  and  dictaphones  * * * are  not  subject  to  the 

tax.  (Art.  11,  Reg.  44,  May  31,  1918.) 

4588  This  act  does  not  levy  a tax  upon  the  sale  of  player  pianos,  etc.,  by  retailers. 

The  additional  charge  other  than  for  price  added  to  invoices  by  manufacturers 

4589  does  not  concern  this  office  and  is  a matter  over  which  it  has  no  jurisdiction. 
(T.  D.  2591,  Nov.  24,  1917.) 

4590  Moving  Picture  Films. — [No  tax  now  on  unexposed  films.  Tax  on  positive  films 

containing  pictures  ready  for  projection:  for  this  there  has  been  substituted  an 

excise  tax  on  the  person  leasing  or  licensing  for  exhibition  such  films,  ^[4554,  effective, 
May  1,  1919.] 

4591  Jewelry. — [In  lieu  of  the  tax  on  the  manufacturer,  producer  or  importer  has  been 
substituted  a consumption  tax  on  sales  made  by  a dealer,  ^4551,  effective  April 

1,  1919.] 
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4592  Jewelry  Defined.  * * * [The  tax  under  the  old  law  was  on  the  sale  of  “any 

article  commonly  or  commercially  [known  as  jewelry,  whether  real  or  imitation.” 
In  view  of  the  similar  wording  of  the  new  law,  to  the  extent  of  the  quoted  words, 

the  following  are  here  reproduced.]  All  articles,  among  others,  which  have  been  specifically 
classified  as  jewelry  by  the  Board  of  United  States  General  Appraisers  shall  be  deemed  to 
be  jewelry.  Jewelry  includes  ornaments  made  of  gold,  silver,  or  platinum,  or  any  imitation 
thereof,  and  precious  or  semi-precious  stones,  or  imitations  thereof,  used  for  personal  adorn- 
ment. An  article  may  be  jewelry  although  serving  a useful  as  well  as  an  ornamental 
purpose.  (Art.  13,  Reg.  34,  May  31,  1918.) 

4593  Jewelry:  Articles  taxed. — Among  others,  the  following  articles  are  deemed  to  be 
jewelry  when  intended  to  be  carried  on  the  person  and  made  wholly  or  in  part  of 

gold,  silver,  or  platinum,  or  having  the  appearance  thereof:  powder  boxes,  vanity  boxe9, 

stamp  boxes,  match  boxes,  cigarette-cases,  cigar  cases,  eyeglass  cases,  chains  and  holders, 
pencils,  lorgnettes,  card  cases,  vinaigrettes,  handkerchief  holders,  garter,  belt  and  shoe 
buckles,  suspender  slides,  charms,  emblem  pins,  and  buttons,  insignia  of  fraternal  societies, 
mesh  bags,  memorandum  books,  lip  salve  cases,  eyebrow  pencils,  cigar  cutters,  compasses, 
key  chains,  key  rings,  and  similar  articles.  This  list  is  by  no  means  intended  to  be  exhaus- 
tive, but  merely  to  give  a general  notion  of  the  wide  variety  of  articles  taxable.  (Art. 
14,  Reg.  44,  May  31,  1918.) 

4594  Jewelry:  Watches. — [Watches  and  clocks  are  among  the  articles  specifically 

mentioned  in  the  new  law  as  being  taxable,  1[4551.]  Watches  not  used  solely  for 

utility  purposes  are  taxable.  A watch,  irrespective  of  how  it  is  to  be  worn,  is  taxable  as 
jewelry  if  its  case  or  any  attachment  sold  with  it  is  ornamented  with  precious  or  semi- 
precious stones  or  with  any  ornamentation  other  than  engraving  or  engine  turning.  A 
watch,  whether  or  not  otherwise  taxable,  is  subject  to  the  tax  if  sold  with  a metal  bracelet. 
A wrist  watch  is  not  subject  to  the  tax  when  sold  with  a leather  band,  webbing,  or  silk 
ribbon,  if  neither  the  watch  nor  such  attachment  is  ornamented  with  precious  or  semi- 
precious stones  or  otherwise  than  by  engraving  or  engine  turning.  (Art.  15,  Reg.  44, 
Mzy  31.  1918.) 

4595  (3)  Jewelry:  gold  pencil  with  ring  to  hang  by.  On  a pencil  made  or  plated 
Fwith  precious  metal,  the  presence  of  a ring  or  loop  by  which  the  pencil  may  be 

hung  on  a chain  indicates  that  the  pencil  is  designed  for  personal  adornment  and  requires 
it  to  be  classified  as  iewelry  for  purposes  of  the  excise  tax  on  sales.  (T.  D.  2785,  Jan. 
23,  1919.) 

45S6  Jewelry:  articles  not  taxed. — [Opera  glasses,  marine  glasses,  field  glasses,  and 
binoculars  are  among  the  articles  specifically  mentioned  in  the  new  law  as  being 
taxable,  ^[4551.]  The  following  are  not  considered  to  be  jewelry:  Silver  tableware, 
eyeglass  frames,  plain  opera  and  field  glasses,  clocks,  fountain  pens,  rosaries  and  other 
purely  religious  emblems,  military  and  naval  insignia  required  to  be  worn,  and  unadorned 
hair  combs  made  of  rubber,  shell  or  celluloid.  Parts  of  jewelry,  including  mountings, 
unset  stones,  and  pearls  temporarily  strung  are  not  taxed  when  sold  for  further  manu- 
facture and  resale,  but  are  when  sold  to  a customer  for  personal  use  * * * . 
* * * * , but  where  a jeweler  provides  a mounting  for  a private  customer’s  stone  he 
[*'.  now,  the  purchaser?]  should  pay  the  tax  on  the  price  of  the  mounting.  Merely  repair- 
ing for  a customer  jewelry  owned  by  him  is  not  taxable.  (Art.  16,  Reg.  44,  May  31,  1918.) 

4597  Sporting  Goods  and  Games. — The  tax  is  [10]  per  cent  of  the  price  for  which  tennis 
rackets,  golf  clubs,  baseball  bats,  lacrosse  sticks,  balls  of  all  kinds,  including 

baseballs,  footballs,  tennis,  golf,  lacrosse,  billiard  and  pool  balls,  fishing  rods  and  reels, 
billiard  and  pool  tables,  chess  and  checker  boards  and  pieces,  dice,  games  and  parts  of 
games,  except  pla}^ing  cards  and  children’s  toys  and  games,  are  sold  by  the  manufacturer. 
Sleds,  * * * * are  not  taxed.  Parts  of  sporting  goods  and  accessories  not  enu- 

merated are  not  taxable  if  sold  separately.  Heads  and  shafts  of  golf  clubs  are  not  taxed 
until  combined  and  sold  as  complete  clubs.  Parts  of  games  are  taxable,  and  if  used  in  a 
complete  game  sold  as  such  the  tax  attaches,  evem  though  the  parts  have  been  separately 
taxed.  The  game  of  cribbage  is  taxable  as  a whole,  although  it  consists  partly  of  playing 
cards  on  which  a tax  has  been  paid.  Balls  of  all  kinds  are  taxable,  including  balls  for 
putting  the  shot.  Card  games  to  be  played  by  adults  as  well  as  children,  other  than 
ordinary  playing  cards,  are  subject  to  the  tax.  (Art.  17,  Reg.  44,  May  31,  1918.) 

4598  Tax  Is  imposed  only  on  such  sporting  goods  as  are  specifically  mentioned  in  the  act. 
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Bamboo  fishing  poles,  skee-ball,  and  box-ball  alleys,  flinch  and  rook  cards,  or  any 

4599  other  games  played  by  both  adults  and  children,  are  taxable. . 

Wooden  racks  used  as  receptacles  for  poker  chips  and  playing  cards  when  sold 

4600  separately  and  without  the  poker  chips  or  playing  cards,  toy  tennis  rackets, 
tackle,  and  other  fishing-rod  appurtenances,  arc  not  taxable.  (T.  D.  2591, 

Nov.  24,  1918.) 

4601  Toilet  Articles. — [In  lieu  of  the  tax  fomicrly  imposed  on  the  manufacturer, 
importer,  or  producer,  a consumption  tax  on  sales  made  by  a dealer  is  now  pro- 
vided for,  Tf4556,  effective  May  1,  1919,  except  in  the  case  of  toilet  soaps  and  toilet  soap 
powders,  1[4521 .] 

Toilet  Articles. — The  tax  is  * * * price  for  which  perfumes,  essences, . extracts, 

4602  toilet  waters,  cosmetics,  petroleum  jellies,  hair  oils,  pomades,  hair  dressings,  hair 

restoratives,  hair  dyes,  tooth  and  mouth  washes,  dentifrices,  tooth  pastes,  aro- 
matic cachous,  toilet  soaps  and  powders,  and  any  similar  substance,  article,  or  preparation, 
by  whatsoever  name  known  or  distinguished,  if  used  or  applied  or  intended  to  be  used  or 
applied  for  toilet  purposes,  are  sold  * * * . Soaps  advertised  or  held  out  as  suitable 

for  toilet  purposes  are  taxable.  Containers  of  perfumes,  if  billed  and  shipped  [charged 
for?]  separately,  raw  materials,  and  floor  oils,  floor  wax,  kitchen  soap  powders  and  other 
articles  ordinarily  used  for  household  and  not  for  toilet  purposes,  are  not  subject  to  the  tax. 
Concentrated  essences  sold  to  druggists  and  manufacturers  for  making  toilet  articles,  but 
not  for  use  as  such,  are  not  subject  to  the  tax. 

4603  Shaving  soap,  toilet  soap,  witch-hazel,  ivory  and  pearl  soaps,  petroleum  jellies 

for  toilet  purposes,  * * * are  taxable.  (T.  D.  2591,  Nov.  24,  1917.) 

4604  Soap  powder  advertised  as  usable  for  shampoo.  A soap  powder  chiefly  designed 
for  laundry  purposes  and  sold  by  the  manufacturer  in  bulk  to  laundries  and 

also  sold  for  retail  distribution  to  the  public  in  packages  bearing  directions  for  use  as  a 
hair  shampoo,  for  which  it  is  to  a small  extent  actually  used,  is  subject  to  excise  tax  upon 
the  sales  in  packages,  but  not  upon  the  sales  in  bulk.  (T.  D.  2785,  Jan.  23,  1919.) 

4605  Fountain  Shaving  Brush  Sold  with  Shaving  Cream  Cartridge. — On  the  sale,  for 
a lump  price,  of  a fountain  shaving  brush  with  a filled  shaving  cream  cartridge  which  is 
separate  and  replaceable  the  [consumption]  tax  is  only  upon  the  price  of  the  filled  cartridge 
as  separately  determined  namely,  the  established  retail  price  of  the  filled  cartridge  sold 
separately.  (T.  D.  2782,  Dec.  24,  1918.) 

4606  Medicinal  Preparations. — [In  lieu  of  the  former  tax  imposed  on  the  manufacturer, 
producer,  or  importer,  a consumption  tax  on  sales  made  by  a dealer  is  now  pro- 
vided for,  ^[4557,  effective  May  1,  1919.  There  is  to  be  no  tax  on  vaccines  and  bacterines 
which  are  not  advertised  to  the  general  lay  public  nor  to  the  sale  by  a physician  in  personal 
attendance  upon  a patient  of  medicinal  preparations  not  so  advertised.] 

4607  The  tax  is  * * * price  for  which  pills,  tablets,  powders,  tinctures,  troches 
or  lozenges,  sirups,  medicinal  cordials  or  bitters,  anodynes,  tonics,  plasters, 

liniments,  salves,  ointments,  pastes,  drops,  waters,  essences,  spirits,  oils,  and  all  medicinal 
preparations,  compounds  or  compositions  whatsoever,  are  sold  * * *;  provided  that 

(1)  The  manufacturer  claims  to  have  any  private  formula,  secret  or  occult  art  for  making 
or  preparing  them;  or] 

(2)  The  manufacturer  has  or  claims  to  have  any  exclusive  right  or  title  to  making 
or  preparing  them;  or 

(3)  They  are  prepared,  uttered,  vended,  or  exposed  for  sale  under  any  letters  patent 
or  trade-mark;  or 

(4)  They  are  held  out  or  recommended  to  the  public  by  the  makers,  venders,  or  pro- 
prietors thereof,  either  (a)  as  proprietary  medicines  or  medicinal  proprietary  articles  or 
preparations,  or  (b)  as  remedies  or  specifics  for  any  disease  or  affection  whatever  affecting 
the  human  or  animal  body.  (Art.  19,  Reg.  44,  May  31,  1918.) 

4608  Medicinal  Preparations:  Scope  of  Tax. — Every  medicinal  preparation,  compound, 
or  composition  which  is  embraced  within  one  or  more  of  subdivisions  (1),  (2),  (3) 

and  (4)  in  the  preceding  article  is  subject  to  the  tax.  If,  for  instance,  an  article  is  made 
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or  prepared  by  a manufacturer  claiming  to  have  a private  formula,  secret  or  occult  art  for 
it,  it  is  taxable,  even  though  it  is  not  prepared,  uttered,  vended,  or  exposed  for  sale  under 
any  letters  patent  or  trade-mark,  and  it  is  not  held  out  or  recommended  to  the  public 
as  a proprietary  medicine  or  medicinal  proprietary  article  or  preparation,  or  as  a remedy 
or  specific  for  any  disease  or  affection  of  the  human  or  animal  body.  Preparations  made  in 
accordance  with  formulas  contained  in  the  United  States  Pharmacopoeia  and  National 
Formulary  by  pharmaceutical  manufacturers,  when  not  held  out  or  recommended  as 
proprietary  medicines  or  medicinal  proprietary  articles,  or  preparations,  or  as  remedies 
or  specifics,  are  not  subject  to  the  tax;  but  if  so  held  out  or  recommended  they  are  taxable, 
although  not  identified  by  any  name,  trade-mark,  or  otherwise.  (Art.  20,  Reg.  44,  May  31, 
1918.) 


4609  “Held  out  or  recommended”  includes  representation  by  any  means,  personal 
canvass  and  statements  on  the  labels,  in  pamphlets  and  in  advertisements,  or 
otherwise.  A holding  out  or  recommendation  intended  for  physicians  only  is  a holding  out 
to  the  public.  (Art.  21,  Reg.  44,  May  31,  1918.) 


4610  Medicinal  Preparations:  Articles  Included. — The  word  “medicinal”  is  applicable 
to  any  substance  adapted  to  cure  or  alleviate  disease  or  pain.  Accordingly,  a 
medicinal  preparation  is  a preparation  of  any  substance  whatever  intended  to  be  applied 
for  the  cure  or  mitigation  of  pain  or  disease.  Many  articles  or  substances  which  are  not 
usually  considered  as  belonging  to  materia  medica  may  become  taxable  medicinal  prepar- 
ations by  being  held  out  or  advertised  as  remedies  for  diseases  affecting  the  human  or  animal 
body.  Boric  acid  when  sold  under  a trade-mark  as  a medicinal  preparation  is  taxable. 
Licorice  put  up  in  sticks,  lozenges,  or  in  other  forms  suitable  for  medicinal  purposes  and 
sold  under  a trade-mark  is  subject  to  the  tax.  Food  preparations  as  distinguished  from 
medicinal  preparations  are  not  taxable.  The  taxability  of  a medicinal  preparation  is  deter- 
mined by  the  manner  in  which  it  is  prepared  or  the  way  in  which  it  is  put  upon  the  market. 
If  an  article  is  advertised  under  the  name  or  trade-mark  of  the  manufacturer,  or  any 
name  in  the  possessive  case  is  used  on  the  label  or  on  the  literature  describing  the  medicinal 
preparation,  or  the  name  of  the  manufacturer  is  made  a part  of  the  name  or  title,  or  any 
intimation  is  otherwise  given  that  the  article  is  of  distinctive  origin,  the  tax  is  imposed. 
Where  medicinal  preparations  are  sold  under  what  appears  to  be  or  what  is  intended  to  be 
a trademark  appropriated  to  the  article,  the  tax  attaches.  Printing  on  the  labels  the 
directions  and  indications  for  use,  the  dosage,  and  other  similar  matter,  will  not  alone  render 
preparations  made  under  a standard  formula  taxable,  provided  the  preparation  is  not  held 
out  or  recommended  as  a proprietary  preparation  or  as  a remedy  or  specific.  Where  medicinal 
preparations  are  sold  under  labels  which  do  not  indicate  that  the  formula  is  published  they 
will  be  considered  to  be  prepared  under  private  formulas,  unless  proof  is  submitted  that  the 
formula  is  not  secret.  The  tax  applies  to  a medicinal  preparation  held  out  by  the  producer 
to  the  public  as  a proprietary  medicine  or  as  a remedy  for  disease,  although  it  is  prepared 
by  a process  which  merely  refines  a natural  substance.  A “specific”  may  be  adapted  for  the 
prevention  of  disease  or  for  its  cure.  (Art.  22,  Reg.  44,  May  31,  1918.) 


4611  A spray  to  be  applied  to  cows,  horses,  and  other  animals  to  keep  off  flies,  vermin, 
etc.,  is  not  a medicinal  preparation  within  the  meaning  of  section  600  ( h ).  (T.  D. 

2584,  Nov.  20,  1917.) 


461  2 The  taxability  of  a medicinal  substance  or  preparation  is  determined  by  the  manner 
in  which  it  is  prepared  or  the  way  in  which  it  is  put  upon  the  market. 

Medicinal  preparations  for  beasts,  when  the  same  would  be  taxable  if  used  by 

4613  man,  are  taxable.  Arona,  cough  drops,  National  corn  remover,  and  Criswell’s 
jimson-weed  plaster  are  taxable. 

4614  Samples  of  patent  medicines,  etc.,  distributed  gratis  from  house  to  house,  articles 
and  preparations  commonly  known  as  stock  foods,  20-mule-team  borax,  aven- 

arious  carbolineum,  mixed  feeds,  chicken  feeds,  etc.,  not  recommended  or  held  out  as 
remedies  or  specifics  for  affections  or  diseases  but  as  feed  only,  Thompson’s  malted  milk 
or  malted  beef  peptone,  Horlick’s  malted  milk,  and  other  food  preparations,  whether  for 
man  or  beast,  unless  held  out  or  recommended  as  remedies  or  specifics  for  diseases  of  the 
human  or  animal  body,  insecticides,  as  such,  are  not  taxable.  (T.  D.  2591,  Nov.  24,  1917.) 
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4616  (4)  Medicinal  preparations  sold  under  trade-mark;  held  out  as  proprietary; 

held  out  as  remedy;  sold  only  to  physicians,  etc. — (1)  Coined  name  used  for  a 
particular  medicinal  preparation,  to  distinguish  it  from  same  or  like  preparations  of  other 
manufacturers: 

(a)  Is  a “trade-mark”  under  Section  600  (h). 

(b)  Amounts  to  a holding  out  of  that  preparation  as  proprietary. 

4616  (2)  Autographic  name  of  the  manufacturer  of  medicinal  preparation  printed 
across  middle  of  label; 

(a)  Is  not  a “trade-mark”  under  Section  600  (h). 

(b)  Does  not  amount  to  a holding  out  of  that  preparation  as  proprietary. 

4617  (3)  Name,  initials  or  monogram  of  manufacturer  printed  on  label  for  medicinal 

preparation,  so  as  to  be  practically  a part  of  the  name  of  the  preparation: 

(a)  Is  not  of  itself  a “trade-mark”  under  Section  600  (h). 

(b)  Amounts  to  a holding  out  of  that  preparation  as  proprietary. 

4618  (4)  Medicinal  preparation  held  out  or  recommended  as  proprietary  or  as  a 

remedy  or  specific  for  disease  is  taxable:  (a)  even  if  sold,  in  first  instance,  only 

to  physicians  and  druggists;  (b)  even  if  a “bacterin;”  and  (c)  even  if  an  uncompounded 
natural  substance  merely  dried  or  refined.  (T.  D.  2785,  Jan.  23,  1919.) 

4619  Medicinal  Preparations:  Waters  Exempted. — Artificial  mineral  waters,  not 

carbonated  * * * carbonated  waters  * * * and  natural  mineral  waters 

and  table  waters  * * * are  not  subject  to  the  tax  under  this  subdivision  if  intended 

for  use  solely  as  beverages.  (Art.  23,  Reg.  44,  May  31,  1918.) 

4620  Chewing  Gum. — The  tax  is  [3]  per  cent  of  the  price  for  which  chewing  gum  or 
any  substitute  therefor  is  sold  by  the  manufacturer.  Substitutes  include  any 

imitation  designed  to  take  the  place  of  chewing  gum.  Where  chewing  gum  is  covered  with 
candy  or  otherwise  combined  with  another  substance,  the  tax  is  on  the  whole  article. 
[See  “Candy,”  ^4509.]  (Art.  24,  Reg.  44,  May  31,  1918.) 

4621  Cameras. — The  tax  is  [10]  per  cent  of  the  price  for  which  cameras  [weighing 
not  more  than  100  pounds,  ^[4507]  are  sold  by  the  manufacturer.  Process 

and  motion-picture  cameras  are  subject  to  the  tax.  A camera  sold  without  lens  is  taxable, 
but  not  a lens  sold  separately.  Toy  cameras  are  taxable  if  capable  of  taking  a picture. 
(Art.  25,  Reg.  44,  May  31,  1918.) 

4622  Return  of  Tax  on  Commodities.- — Each  manufacturer  of  any  of  the  articles  here- 
inabove enumerated  must  make  monthly  returns  under  oath  in  duplicate  and  pay 

the  taxes  imposed  on  such  articles  to  the  collector  of  internal  revenue  for  the  district  in 
which  his  principal  place  of  business  is  located.  The  returns  shall  be  made  on  Form 
728.  Instructions  for  preparing  will  be  found  on  the  back  of  the  form.  The  returns 
are  to  be  rendered  and  the  tax  paid  on  or  before  the  last  day  of  each  month  covering 
the  transactions  of  the  preceding  month  * * *.  Where  articles  are  sold  over  a period 
of  time  under  an  agreement  for  a quantity  rebate,  the  tax,  if  originally  computed  on  the 
gross  price,  may  be  adjusted  in  the  return  for  the  month  in  which  the  price  is  finally  deter- 
mined. Branch  houses  should  in  general  make  reports  to  the  parent  house,  which  is  liable 
to  make  monthly  returns  of  the  sales  of  the  branch  house.  An  itinerent  manufacturer 
should  make  return  and  pay  the  tax  to  the  collector  of  the  district  where  the  sales  are  made. 
The  books  of  every  person  liable  to  the  tax  shall  be  open  at  all  times  for  inspection  by  exam- 
ining internal  revenue  officers.  (Art.  26,  Reg.  44,  May  31,  1918.) 

4623  Transfer  of  Burden  of  Tax. — [Read  ^[4560  to  ^[4565.]  If  a manufacturer  has, 
prior  to  May  9,  1917,  made  a bona  fide  contract  with  a dealer  for  the  sale  after 

the  tax  takes  effect  of  any  article  upon  which  a sales  tax  is  imposed,  and  such  contract 
does  not  permit  the  adding  of  the  whole  of  such  tax  to  the  amount  to  be  paid  under  such 
contract,  then  the  dealer  shall  pay  so  much  of  such  tax  as  is  not  so  permitted  to  be  added 
to  the  contract  price.  * * * . The  term  “dealer”  does  not  refer  to  or  include  a 

purchaser  for  his  own  use,  unless  such  use  is  the  manufacture  or  production  of  another 
article  intended  for  sale.  A foreign  government,  or  a.  State  or  any  political  subdivision 
thereof,  buying  or  leasing  an  article  for  its  own  use  is  not  a dealer,  * * * . This 

section  permits  an  adjustment  of  the  tax  between  the  manufacturer  and  dealer,  but  it 
does  not  affect  the  liability  of  the  manufacturer  to  return  and  pay  the  tax  to  the  Govern- 
ment. (Art.  37,  Reg.  44,  May  31,  1918.) 
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4624  (2)  Advice  to  Manufacturer  How  to  Pass  Tax  on  to  Purchaser.  The  “passing 
on”  to  the  purchaser  of  the  excise  tax  on  sales  is  not  a collection  of  the  tax  for  the 

Government  but  a private  transaction  between  the  manufacturer  and  the  purchaser. 
The  Department  can  not  undertake  to  advise  the  manufacturer  as  to  the  method  of 
securing  his  reimbursement.  The  only  interest  of  the  Government  is  that  the  amount 
of  tax  should  not  be  misrepresented  to  the  purchaser.  (T.  D.  2785,  Jan.  23,  1919.) 

4625  Payment  and  Return. — The  taxes  payable  by  the  dealer  hereunder  shall  be  paid  to 

the  manufacturer  at  the  time  the  sale  or  lease  is  consummated,  and  such  manu- 
facturer shall  collect  the  amount  of  the  tax  from  the  dealer  and  shall  make  monthly 
returns  under  oath  in  duplicate  on  Form  728  or  Form  726  [Non-alcoholic  beverages] 
and  pay  the  taxes  so  collected  to  the  collecter  of  internal  revenue  of  the  district  in  which 
his  principal  office  or  place  of  business  is  located,  as  directed  in  Article  26  * * *.  (Art. 

38,  Reg.  44,  May  31,  1918.) 

4626  Fractional  Part  of  a Cent. — [For  law  provision  see  “Miscellaneous  Matters” 
at  the  back  of  the  book.]  In  computing  the  tax  a fractional  part  of  a cent  should 

be  disregarded  unless  it  amounts  to  one-half  cent  or  more,  in  which  case  it  should  be 
increased  to  a full  cent.  (Art.  39,  Reg.  44,  May  31,  1918.) 

4627  Penalties. — [Read  under  “Miscellaneous  Matters”  at  the  back  of  the  book.] 
(Art.  40,  Reg.  44,  May  31,  1918.) 

4628  Promulgation. — In  pursuance  of  the  statute  the  foregoing  regulations  are  hereby 
made  and  promulgated  and  all  rulings  inconsistent  herewith  are  hereby  revoked. 

(Art.  41,  Reg.  44,  May  31,  1918.) 

4629  Pleasure  Boats. — [The  tax  heretofore  was  imposed  on  the  user;  in  lieu  thereof 
here,  a tax  is  now  imposed  on  the  manufacturer,  producer  or  importer  of  certain 

boats,  ^4520.  There  continues  to  be  a tax  on  users  of  pleasure  boats,  however,  such  being 
included  now  among  the  special  taxes  of  Title  X.  For  the  provisions  governing  this  special 
tax  on  the  users  of  pleasure  boats  see  the  Special  Taxes  section  of  the  book.] 

4630  Taxability  of  Sales  in  Foreign  Commerce.— Section  600  of  the  act  of  October  3, 
1917,  imposes  a tax  in  respect  of  automobiles  and  other  enumerated  articles  and 

sections  313  and  315  in  respect  of  nonalcoholic  beverages  and  other  enumerated  articles 
sold  by  the  manufacturer,  producer  or  importer.  Section  9 of  Article  I of  the  Constitution 
of  the  United  States  provides  that  “no  tax  or  duty  shall  be  laid  on  articles  exported  from 
any  State.”  [Read  at  ^[4568.] 

Articles  may  normally  be  exported  by  the  manufacturer  in  several  ways:  (1)  they 

4631  may  be  shipped  by  the  manufacturer  to  an  agent  in  a foreign  country  and  after 
reaching  there  may  be  sold  by  the  agent;  (2)  they  may  be  shipped  by  the  manu- 
facturer to  a foreign  purchaser  to  fill  orders  received  by  an  agent  in  a foreign  country; 
(3)  they  may  be  shipped  by  the  manufacturer  to  a foreign  purchaser  to  fill  orders  received 
by  the  manufacturer  in  the  United  States;  (4)  they  may  be  shipped  by  the  manufacturer 
to  a foreign  purchaser  to  fill  orders  solicited  by  mail  and  received  by  mail  from  the  foreign 
purchaser. 

In  accordance  with  an  opinion  of  the  Attorney  General,  dated  June  5,  1918,  it 

4632  is  held  that  the  specified  taxes  do  not  apply  to  articles  sold  in  foreign  commerce 
by  any  of  the  methods  outlined  by  a manufacturer,  producer,  or  importer  located 

in  one  of  the  several  States  of  the  United  Sattes. 

The  foregoing  ruling  applies  only  to  cases  of  exportation  by  the  manufacturer 

4633  making  the  sale  on  which  but  for  the  exportation  he  would  be  liable  for  the  tax. 
In  cases  where  an  article  sold  by  a manufacturer  is  then  exported,  but  not  by  him, 

it  is  held  that  he  is  liable  for  the  tax;  for  a seller  claiming  exemption  on  the  ground  that  the 
article  is  exported  must  show  that  he  is  the  exporter.  The  taxes  therefore  apply  to  articles 
sold  for  domestic  delivery,  but  exported  by.  or  at  the  instance  of  the  buyer.  A sale  to  a 
concern  doing  business  in  the  United  States  is  a sale  for  domestic  delivery  unless  the  terms 
of  the  order  or  contract  of  sale  show  that  the  seller  is  to  export  the  article  or  that  he  is  to 
make  such  delivery  of  it  as  will  result  in  its  exportation.  Examples  of  sales  by  a manu- 
facturer which  are  so  taxable,  notwithstanding  ultimate  exportation  of  the  article  sold, 
are:  (1)  a sale  to  a dealer  in  the  United  States,  effected  by  compliance  with  his  shipping 
instructions  to  export,  given  subsequent  to  the  contract  of  sale  which  did  not  require 
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export  shipment;  (2)  a sale  to  an  export  commission  house  in  the  United  States,  which  is 
effected  by  a shipment  consigned  to  the  commission  house  at  a domestic  port  and  which 
is  followed  by  immediate  exportation  by  the  commission  house  to  a foreign  buyer  in  whose 
behalf  it  made  the  purchase;  (3)  a sale  to  a corporation  in  the  United  States  which  immed- 
iately exports  to  a foreign  concern  of  which  it  is  a subsidiary;  (4)  a sale  to  a member  of  a 
foreign  partnership  who  conducts  a buying  business  in  the  United  States  for  his  firm  and 
exports  the  articles  bought.  In  these  cases  the  application  of  the  taxes  is  not  affected  by 
a provision  in  the  contract  of  sale  requiring  the  buyer  to  use  or  dispose  of  the  article  sold 
only  in  some  foreign  country. 

The  application  of  the  tax  in  respect  of  positive  moving-picture  films  leased  by 

4634  the  manufacturer,  producer  or  importer  is  governed  by  the  same  rules. 

The  taxes  apply  to  articles  sold  in  foreign  commerce  by  a manufacturer  located 

4635  in  a territory  elsewhere  in  the  United  States  than  a State,  and  to  articles  going 
from  the  United  States  to  any  of  its  island  or  other  possessions,  including  the 

Canal  Zone,  except  that  under  Acts  of  Congress  articles  going  from  the  United  States 
into  the  West  Indian  Islands  acquired  from  Denmark,  or  into  the  Philippine  Islands  or 
Porto  Rico,  are  exempt  from  the  taxes  to  the  same  extent  as  articles  exported  from  a State 
to  a foreign  country. 

This  decision  is  supplemental  to  regulations  No.  44,  approved  May  31,  1918, 

4636  and  supersedes  Treasury  Decision  2739.  (T.  D.  2781,  Dec.  20,  1918.) 

4637  Receipt  is  acknowledged  of  your  letter  of  the  23rd  instant  requesting  certain 
information  regarding  the  construction  of  T.  D.  2739  [superseded  by  T.  D.  2781, 

H4630], 

In  reply,  you  are  informed,  (1)  Tax  will  be  remitted  if  the  foreign  purchaser  orders 

4638  _ the  goods  personally  while  in  the  United  States  from  the  manufacturer,  if  such 

goods  are  subsequently  exported  to  said  purchaser. 

4639  (2)  A sale  by  a manufacturer  is  not  exempt  from  the  excise  tax  on  sales  by  reason 
of  the  exportation  of  the  article  sold,  if  the  manufacturer  is  not  the  exporter. 

He  is  not  the  exporter  if  the  contract  of  sale  calls  for  domestic  delivery  to  a buyer 

4640  doing  business  in  the  United  States,  even  though,  (1)  the  buyer  subsequently 
gives  him  shipping  directions  to  export  with  which  he  complies,  or,  (2)  the  buyer 

is  acting  throughout  for  a foreign  principal. 

(3)  Goods  ordered  bv  cable  from  a party  located  in  a foreign  country  and  delivered 

4641  to  said  party  in  such  foreign  country  are  not  subject  to  tax. 

(4)  The  following  situation  is  intended  to  be  covered  by  Subdivision  3 of  T.  D. 

4 6 4 2 2739.  Where  goods  are  sold  by  the  manufacturer  to  a foreign  purchaser  to  fill 

orders  received  by  the  manufacturer  in  the  United  States  direct  from  such  foreign 
purchaser,  and  not  through  a third  party.  (Letter  to  Malcolm  Sumner,  New  York,  N.  Y., 
signed  by  Deputy  Commissioner  B.  C.  Keith,  and  dated  December  30,  1918.) 

4643  Necessary  Evidence  in  Support  of  Claims  for  Refunding  of  Tax  Paid  on  Goods 
Sold  in  Foreign  Commerce  or  to  the  Philippines  or  Porto  Rico. — An  affidavit 
containing  an  itemized  list  of  articles  sold  in  foreign  commerce  upon  which  tax  has  been 
paid,  giving  names  of  consignees,  destination,  amount  of  tax,  month  in  which  paid,  and 
statements  that  the  goods  were  actually  delivered  to  the  consignees  named  in  a foreign 
country  or  the  Philippine  Islands  or  Porto  Rico,  pursuant  to  sale  by  the  claimant  by  one 
of  the  methods  recognized  in  Treasury  Decision  2781  [^4630],  and  that  the  affiant  has 
received  advices  to  this  effect,  may  be  accepted  as  satisfactory  evidence  in  support  of  a 
claim  for  the  recovery  of  excise  taxes  paid  under  the  provisions  of  Title  VI  of  the  Act  of 
October  3,  1917,  in  cases  where  because  of  the  number  of  shipments  and  small  amount  of 
tax  involved  in  each  it  is  impracticable  to  furnish  copies  of  invoices  covering  goods  sold, 
ships  receipts,  or  copies  of  through  bills  of  lading.  (T.  D.  2785,  Jan.  23,  1919.) 
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THE  INDEX  on  the  blue  sheets  at  the  back  of  the  book  indexes 
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Treasury  Decisions,  etc.,  printed  in  the  Service,  showing 
the  general  subject  covered  by  each  regulation, 
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(T.  D.  2795.) 

4644  Synopsis  of  Decisions  on  Questions  Arising  under  the  Act 

4569  of  October  3,  1917. — The  following  synopsis  of  rulings  of  the 

Commissioner  of  Internal  Revenue  on  questions  arising  under  the  war 
revenue  act  of  October  3,  1917,  is  published  for  the  information  of  revenue 
officers  and  others  concerned. 

4645  (1)  Automobiles  and  Trucks,  “further  manufacture”  of. — (a)  If 

4583  a dealer  adds  a demountable  top  to  a tax-paid  automobile  or  a 
driver’s  cab  to  a tax-paid  truck,  the  sale  of  the  improved  vehicle  is 
not  subject  to  excise  tax. 

4646  (b)  A dealer  who  contracts  to  sell  to  a customer  a truck  composed 
of  a tax-paid  chassis  and  a body  to  be  added  by  a body  builder  and 

who  performs  his  contract,  is  liable  to  tax  as  the  manufacturer  of  the  completed 
truck,  though  the  order  to  the  body  builder  purports  to  be  that  of  the  customer 
through  the  dealer  as  his  agent. 

464  7 (c)  A single  sale  by  a dealer  of  a tractor  and  trailer  bought  by 

him  together  tax-paid,  and  an  extra  trailer,  is  not  taxable  unless  the 
combination  of  all  three  vehicles  (otherwise  than  merely  by  coupling)  forms 
a functioning  vehicle. 

4648  (2)  Application  of  Provisions  of  Article  II  and  XXI  of  Regulations 
4571  No.  44,  as  to  who  is  “Manufacturer.” — Where  baseball  bats  or  other 
4609  sporting  goods  taxable  under  subdivision  (f)  of  Section  600,  or  sirups 

or  extracts  taxable  under  subdivision  (a)  of  section  313,  are  prepared 
in  final  marketable  form  by  A,  who  marks  or  labels  them  only  with  the 
name  or  trade-mark  of  B,  who  on  their  being  delivered  to  him  sells  them 
without  further  manufacture  to  his  own  customers,  if  the  transaction  between 
A and  B is  an  actual  sale  of  the  articles  and  not  merely  the  employment  of 
A by  B to  manufacture  them  as  his  agent  at  a specified  profit,  A is  the  “manu- 
facturer” who  is  liable  for  the  tax.  Article  II  of  Regulations  No.  44  cannot 
be  construed  as  adopting,  for  such  cases,  any  of  the  provisions  of  Article  XXI, 
an  article  relating  to  medicinal  preparations  held  out  as  remedies  or  sold 
under  a trade-mark. 

4649  (3)  Bowling  Alley  Tenpins  are  “parts  of  games”  within  the 
4597  meaning  of  Section  600  (f),  Title  VI,  and  are  therefore  subject  to 

taxation  thereunder. 

4650  (4)  A Motor  Boat  operated  solely  in  taking  out  fishing  parties 
4520  for  hire  is  subject  to  the  excise  tax  on  boats,  although  it  is  licensed 
4629  in  the  coasting  trade  and  transportation  tax  is  collected  from  the 
7210  passengers.  (T.  D.  2795,  signed  by  Commissioner  Daniel  C.  Roper, 
and  dated  February  26,  1919.) 


4651  Consumption  tax,  on  jewelry  and  other  articles  sold  by  dealers, 
4551  imposed  by  Section  905. — The  jewelry  tax  imposed  by  Section  905 

of  the  new  Revenue  Bill  may  be  included  in  the  selling  price  and  need 
not  be  specifically  mentioned  to  the  customer  at  the  time  of  the  sale,  it  was 
announced  by  the  Bureau  of  Internal  Revenue  to-day. 

4652  If  the  price  of  the  article  is  increased  to  cover  the  tax,  the  tax  is  upon 
such  increased  price.  If  the  dealer  adds^to’hisjnvoice,  as  a separate 

item,  the" exact  amount  of  the  tax,  stating  it  to  be  the  tax,  such  amount  may 
be  excluded  in  determining  the  price  for  which  the  article  is  sold. 

4653  The  jewelry  tax,  in  addition  to  articles  commonly  known  as  jewelry, 
includes  all  articles  mounted  or  fitted  with  precious  metals  or  imi- 
tations thereof.  The  tax  is  5%  of  the  price  for  which  the  article  is  sold. 
The  tax  became  effective  April  1.  (Announcement  by  the  Bureau  of  Internal 
Revenue,  April  2,  1919.) 
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4654  Sales  to  the  United  States  Government  and  to  Quasi-Governmental 

4500  Organizations. — Great  confusion  in  Athletic  Goods  trade  regarding 

4576  tax  on  sales  U.  S.  Government,  Army,  Navy,  Post  Exchanges,  Red 

4577  Cross  and  similar  organizations.  Instructions  have  been  issued 
by  Bureau  of  Supplies  and  Accounts  Navy  Department  that  Navy 

purchases  are  exempt  from  tax  enumerated  in  Section  900.  These  instruc- 
tions appear  to  differ  from  Regulations  44,  Article  7 and  Treasury  Decision 
2785.  Competitive  bidding  by  manufacturers  is  being  seriously  embar- 
rassed on  account  of  confusion  on  this  subject.  Immediate  advice  on  this 
subject  is  urgently  requested.  (Answer.)  Telegram  April  17.  Tax  im- 
posed by  Section  900,  Subdivision  5 is  upon  the  manufacturer,  producer, 
or  importer  of  articles  enumerated  therein.  Sales  made  to  United  States 
Government  are  taxable.  The  matter  of  reimbursement  for  tax  paid  by  the 
manufacturer  is  purely  a contractual  relationship  between  the  parties  con- 
cerned over  which  this  office  has  no  jurisdiction.  (Telegram  from  H.  Board- 
man  Spaulding,  Chairman,  Athletic  Manufacturers  War  Tax  Committee, 
and  the  reply  thereto  signed  by  Commissioner  Daniel  C.  Roper,  and  dated 
April  21,  1919.) 


4655  Extension  of  Time  for  Filing  First  Returns  for  Taxes  Imposed  by 
4500  Sections  900  and  902. — Announcement  was  made  yesterday  by 

4525  Commissioner  of  Internal  Revenue,  Daniel  C.  Roper,  of  the  extension 

4526  of  time  until  May  31  for  filing  returns  covering  the  period  from 
February  25  to  March  31  for  taxes  imposed  by  Sections  628,  900 

and  902  of  the  new  revenue  bill.  The  first  returns  for  the  aforementioned 
period  are  due  on  or  before  April  30,  but  as  it  is  impossible  to  have  ready 
by  this  date  the  necessary  blanks  .for  filing  these  returns  an  extension  of 
time  is  granted  until  May  31,  by  which  time  these  returns,  as  well  as  the 
returns  for  April,  must  be  made  and  taxes  paid. 

4656  Section  628  imposes  a tax  of  15  per  cent,  of  the  price  for  which  sold 
upon  “all  beverages  derived  wholly  or  in  part  from  cereals,  or  sub- 
stitutes therefor,  and  containing  less  than  one-half  of  one  percent,  of  alcohol, 
sold  by  the  manufacturer,  producer,  or  importer,  in  bottles  or  other  closed 
containers.”  A tax  of  10  per  cent,  of  the  price  for  which  sold  is  placed  upon 
“all  fermented  grape  juice,  ginger  ale,  root  beer,  sarsaparilla,  pop,  artificial 
mineral  waters  (carbonated  or  not  carbonated),  other  carbonated  waters  or 
beverages  and  other  soft  drinks  by  the  manufacturer,  producer  or  importer 
in  closed  bottles  or  containers.”  The  tax  upon  “all  natural  mineral  waters 
or  table  waters  sold  in  bottles  or  closed  containers  at  over  ten  cents  a gallon, 
is  two  cents  a gallon.”  [This  subject  not  covered  by  the  War  Tax  Service.] 

4657  Section  900  imposes  an  excise  tax  upon  the  sales  of  the  following 
articles  by  the  manufacturer,  producer  or  importer  when  sold  on  or  after 

February  25:  Automobile  trucks,  automobile  wagons,  other  automobiles 
and  motorcycles,  tires,  and  parts,  and  accessories  therefor,  pianos,  grapho- 
phones,  sporting  goods  and  games,  chewing  gum,  cameras,  photographic 
films  and  plates,  candy,  firearms,  shells,  cartridges,  hunting  and.bowie 
knives,  dirk  knives,  and  daggers,  portable  electric  fans,  thermostatic  con- 
tainers, cigar  or  cigarette  holders,  smoking  stands,  automatic  vending  and 
weighing  machines,  liveries  and  livery  boots  and  hats,  hunting  garments, 
articles  made  of  fur,  motor  boats,  canoes,  toilet  soaps  and  powders. 

4658  Section  902  provides  there  shall  be  levied  upon  sculpture,  paintings, 
statuary,  art  porcelains,  bronzes,  sold  by  any  person  other  than  the 
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artist,  a tax  of  1.0  per  cent  of  the  price  for  which  sold.  This  section  does  not 
apply  to  the  sale  of  any  such  article  to  an  educational  institution  or  public 
art  museum. 

4659  Returns  filed  and  taxes  paid  under  these  sections  for  the  period 
from  February  2,5  to  March  31,  inclusive,  are  not  to  be  regarded 
as  delinquent  if  made  on  or  before  May  31,  1919.  Should  such  returns 
not  be  filed  and  taxes  paid  until  after  May  31,  the  penalties  prescribed  by 
the  statute  will  be  invoked.  Regulations  governing  the  collection  of  this 
tax  will  be  issued  at  an  early  date.  (Official  announcement  dated  April 
26,  1919.) 

[The  announcement  referred  to  in  ^[4655  is  designated  as  S.  T.  Mim.  2113.] 


4660  Consumption  Taxes  on  Semi -Luxuries  Sold  by  Dealers. — The 

4528  Commissioner  of  Internal  Revenue  made  to-day  the  following  state- 
ment in  the  nature  of  a tentative  ruling  with  reference  to  the  col- 
lection of  the  Luxury  Tax  under  Section  904  of  the  Revenue  Act  of  1918: 

4 661  The  printed  regulations  relating  thereto  will  be  issued  within  the  next 
ten  days. 

4662  Section  904  of  the  Revenue  Act  of  1918  imposes  a tax  upon  certain 
articles  sold  at  retail  in  excess  of  a specified  price.  The  tax  is  to  be 

paid  by  the  consumer  to  the  vendor  and  cannot  be  absorbed  by  the  vendor 
in  the  sale  of  the  article.  This  tax  has  been  referred  to  as  the  “Luxury  Tax.” 
It  is  effective  on  May  1,  1919,  and  the  rate  of  tax  is  10  per  cent  of  the  amount 
paid  in  excess  of  the  price  specifically  mentioned  in  the  Act  when  such  article 
is  sold  by  the  vendor. 

4663  Merchants  will  !)e  required  to  render  returns  covering  the  tax  col- 
lected during  a given  month  and  although  their  records  shall  be  kept 

in  such  manner  as  to  indicate  the  tax  received  on  each  sale,  the  form  of 
monthly  return  required  of  them  shall  show  simply  the  aggregate  amount 
of  tax  collected  under  each  subdivision  of  the  section  of  the  law,  that  is,  the 
total  amount  of  tax  collected  on  sales  of  men’s  and  boy’s  hats,  under  one 
head,  and  women’s  and  misses’  hats,  bonnets,  hoods,  etc.,  under  another 
head.,  and  so  on,  following  the  classification  by  subdivision  of  the  section. 
This  monthly  return  must  be  sworn  to  by  the  vendor  and  filed  by  him  with 
the  collector  for  the  district  in  which  the  vendor  has  his  principal  place  of 
business.  The  return  must  be  filed  on  or  before  the  last  day  of  the  month 
following  the  one  in  which  the  sales  were  made.  In  other  words,  the  returns 
covering  sales  made  in  May  must  be  filed  with  the  Collector  and  the  taxes 
paid  on  or  before  the  last  day  of  June. 

4664  The  tax  under  this  section  is  measured  by  the  price  for  which  the 
article  is  sold.  It  is  on  the  actual  sales  price  and  not  on  the  list 

price,  where  that  differs  from  the  sale  price.  The  tax  cannot  be  included 
in  the  price  but  must  be  billed  as  a separate  item. 

4 665  If  articles  are  purchased  which  are  subject  to  tax  and  are  subse- 
quently returned  to  the  vendor,  the  sale  being  rescinded,  no  tax  is 
payable.  If  the  tax  has  been  paid  it  should  be  refunded  to  the  purchaser 
and  the  vendor  may  take  credit  therefor  against  the  tax  in  the  subsequent 
monthly  return.  If  a taxable  article  is  sold  by  the  vendor  and  later  exchanged 
for  another  article  at  a higher  price  the  purchaser  paying  the  difference,  the 
purchaser  must  pay  the  tax  on  the  second  sale  and  the  vendor  sha  11  give 
credit  or  refund  to  the  purchaser  of  the  tax  paid  on  each  of  the  taxable  articles 
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returned  and  take  a credit  therefor  and  include  it  in  his  subsequent  monthly 
return. 

4666  The  tax  attaches  when  the  article  is  sold,  that  is  to  say,  when  the 
title  to  it  passes  from  the  vendor  to  the  purchaser. 

4667  Ordinary  repairs  or  alterations  are  not  taxable.  The  unit  of  measure- 
ment in  determining  the  price  for  the  purpose  of  the  tax  on  carpets 

and  rugs  is  the  square  yard.  All  lineal  yardage  therefore  must  be  converted 
into  square  measure,  and  fringe  will  not  be  considered  in  computing  the 
yardage. 

4 668  The  method  of  keeping  accounts  by  merchants  shall  disclose  the  total 
number  and  amount  of  sales  of  each  of  the  taxable  articles,  including 
any  credits  or  refunds,  and  the  books  of  every  person  liable  to  tax  shall  be 
open  at  all  times  for  the  inspection  of  examining  revenue  officers. 

4669  In  computing  the  tax  a fractional  part  of  a cent  shall  be  disregarded 
8016  unless  it  amounts  to  one-half  of  a cent  or  more,  in  which  case  it  shall 
be  increased  to  a full  cent.  (Tentative  ruling  by  the  Commissioner 
of  Internal  Revenue,  dated  April  29,  1919.) 

<670  Return  of  Unstamped  Toilet  and  Medicinal  Articles. — Although 
4555  proprietary  stamps  have  been  placed  in  collectors’  offices  in  time  for 
sale  on  and  before  May  1,  1919,  and  many  will  be  placed  with  various 
postmasters  throughout  the  United  States,  it  may  occasionally  occur  that  a 
dealer  was  actually  unable  to  procure  and  affix  stamps  as  required  to  articles 
sold  to  consumers  for  a short  period  after  April  30,  1919.  In  such  cases 
all  such  dealers  must  keep  strict  account  of  all  such  unstamped  articles 
sold  by  them  to  consumers  on  and  after  May  1,  1919;  and  upon  procuring  the 
necessary  stamps,  must  at  once  render  to  the  collector  of  the  district  a sworn 
statement  of  all  such  sales  made  by  them  and  must  transmit  with  such  state- 
ment cancelled  proprietary  stamps  of  the  new  issue  showing  payment  of 
tax  on  all  such  articles  so  sold.  The  required  statement  should  be  in  the 
following  form: 

Dealer’s  return  of  sales  of  unstamped  toilet  and  medicinal  articles  taxable 
under  the  Revenue  Act  of  1918,  Section  907. 

District  of 

1919 

The  undersigned,  a dealer,  doing  business  at , in  the 

district  of , on  oath  states  that  the  following 

is  a full  and  true  account  of  all  unstamped  toilet  and  medicinal  articles 
taxable  under  Section  907  of  the  Revenue  Act  of  1918,  sold  by  him  (or  them) 

to  users  or  consumers  on  and  after  May  1,  1919,  up  to  and  including  the 

day  of  May  1,  1919,  at  which  time  I procured  a supply  of  proprietary 
stamps,  and  that  the  attached  canceled  proprietary  stamps  cover  all  taxes 
due  on  the  unstamped  articles  so  sold. 

Number  of 

Price  articles  sold  Rate  of 

of  article  unstamped  Tax  on  article  Amount  of  tax 

$.01  - $.25 

26  - .50 

.51  - .75 

.76  - 1.00 

1.01-  1.25 

1.26  - 1.50 

1.51  - 1.75 
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1.76-  2.00 
2.01-  2 25 
2.26-  2.50 
2.51  - 2 75 

2.76-  3.00 


Total  tax  due 

Value  of  n^ew  proprietary  stamps  filed 

Dealer. 

Subscribed  and  sworn  to  before  me  this day  of 

1919. 


(SEAL) 

4671  Upon  receipt  of  this  circular,  collectors  will  see  that  a copy  thereof 
is  furnished  to  each  vendor  to  consumers  of  these  taxable  articles  in 

their  respective  districts  who  has  failed  to  affix  the  required  stamps  on 
account  of  inability  to  procure  an  adequate  supply  on  or  before  May  1,  1919; 
and  that  on  receipt  of  the  dealers’  statements  herein  required,  the  same,  with 
the  canceled  stamps  (in  sealed  envelopes)  securely  attached,  should  be  at 
once  forwarded  to  the  Commissioner  of  Internal  Revenue. 

4672  Distribution  of  proprietary  stamps  is  now  being  made  to  all  collec- 
tors of  internal  revenue  and  various  postmasters  throughout  the 

United  States  and  it  is  believed  that  by  May  31,  1919,  vendors  will  have  no 
difficulty  in  securing  supply  from  these  sources.  (ST-Min.  2122,  signed  by 
Commissioner  Daniel  C.  Roper,  and  dated  April  29,  1919.) 


4873  For  1f4673,  see  page  925. 
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EXCISE  TAXES  ON  SALES  BY  THE  MANUFACTURER. 


IMPOSITION  OF  TAX. 


4673  Article  1.  Effective  date. — The  tax  is  imposed  on  all  articles 

4500  gold  or  leased  by  the  manufacturer,  producer,  or  importer  on  or 

after  February  25,  1919,  even  though  manufactured,  produced, 
or  imported  before  that  date. 


4674  Art.  2.  Use  of  terms. — In  these  regulations,  for  convenience, 
unless  obviously  inapplicable,  the  term  “manufacturer”  is  used 

to  include  also  “producer”  and  “importer” ; the  term  “sale”  or  “sold”  to 
include  “lease”  or  “leased” ; the  term  “purchaser”  to  include  “lessee,” 
and  the  term  “vendor”  to  include  “lessor.”  The  term  “person”  is  used 
to  include  partnerships,  corporations,  and  associations,  as  well  as  indi- 
viduals. 

4675  Art.  3.  Basis  of  tax. — The  tax  is  on  the  sale  by  the  manu- 
facturer of  the  taxable  article.  It  is  measured  by  the  price  for 

which  the  article  is  sold.  It  is  on  the  actual  sales  price  of  the  goods 
sold,  and  not  on  the  list  price,  where  that  differs  from  the  sales  price. 
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If  the  price  of  a taxable  article  is  increased  to  cover  the  tax,  the  tax  is 
on  such  increased  price.  Where,  however,  the  tax  is  billed  as  a sepa- 
rate item  such  amount  need  not  be  included  in  the  price  of  the  article 
in  computing  the  tax.  The  tax  is  payable  in  respect  to  a sale  made, 
whether  or  not  the  purchase  price  is  actually  collected.  (See  further 
art.  6.  (Sec  also  art.  9].) 

4070  Art.  4.  Discounts  and  expenses. — A discount  for  cash  or  other 
discount  made  subsequently  to  the  sale  can  not  be  deducted  in 
computing  the  price  for  the  purpose  of  the  tax.  Where,  however,  articles 
arc  sold  over  a period  of  time  under  an  agreement  for  a quantity  rebate, 
the  tax,  if  originally  computed  on  the  gross  price,  may  be  adjusted  in 
the  return  for  the  month  in  which  the  price  is  finally  determined.  Com- 
missions to  agents  and  other  expenses  of  sale  are  not  deductible  from 
the  price.  If  articles  are  sold  at  the  factory  or  f.  o.  b.  cars  at  the  place 
of  manufacture,  and  the  delivery  charges  from  such  place  to  the  point 
of  delivery  are  paid  by  the  purchaser  as  a specific  item,  or  if  they  are 
sold  delivered  at  a sum  less  delivery  charges  to  be  paid  by  the  purchaser, 
such  charges  need  not  be  included  as  a part  of  the  price  of  the  goods, 
but  if  the  manufacturer  sells  goods  at  a delivered  price  and  he  himself 
pays  the  delivery  charges,  he  is  not  entitled  to  make  any  deduction  on 
account  of  the  inclusion  in  the  price  of  such  charges. 

4677  Art.  5.  Exchanges. — If  articles  sold  are  returned  and  the  sale 
entirely  rescinded,  no  tax  is  payable,  and  if  paid  it  may  be 

credited  against  the  tax  included  in  a subsequent  monthly  return.  See 
article  41.  If  a part  only  of  the  articles  sold  at  one  time  is  returned,  and 
credit  or  rebate  allowed  by  the  vendor  therefor,  the  portion  of  the  tax 
to  be  credited  will  be  only  the  proportion  of  the  total  tax  paid  which 
the  amount  allowed  as  a credit  or  rebate  bears  to  the  total  sales  price  of 
all  the  articles.  If  an  article  is  sold  under  a guarantee  as  to  its  quality 
or  service  and  is  thereafter  returned  and  a rebate  made  pursuant  to  the 
guarantee,  the  vendor  may  claim  as  a credit  against  the  tax  included 
in  a subsequent  return  such  portion  of  the  tax  originally  paid  in  respect 
of  the  article  as  is  proportionate  to  the  amount  of  the  price  refunded.  If 
an  article  is  sold  and  thereafter,  before  use,  exchanged  for  another  article 
of  a higher  price,  the  purchaser  paying  the  difference,  the  vendor  should 
pay  the  tax  on  the  second  sale,  but  may  take  as  a credit  against  such 
tax  such  part  of  the  tax  paid  on  the  returned  article,  which  the  amount 
allowed  as  a credit  for  the  return  of  such  article  on  the  second  sale  bears 
to  the  amount  of  the  purchase  price  in  the  case  of  the  first  sale, 

4678  Art.  6.  Credit  for  taxes  already  paid. — A manufacturer  may  take 
as  a credit  against  the  tax  imposed  on  him  in  respect  to  the 

sale  of  any  article  taxable  under  section  900  an  amount  equal  to  any 
tax  imposed  under  section  900  which  he  has  reimbursed  to  the  vendor 
from  whom  he  purchased  any  article  forming  a component  part  (whether 
or  not  changed  in  form  by  process  of  manufacture)  of  the  article  sold 
by  him  and  in  respect  to  which  tax  is  paid  by  him.  No  credit  is  allow- 
able, however,  for  any  tax  so  reimbursed  by  a manufacturer  to  the  vendor 
in  respect  to  any  article,  unless  such  article  forms  a component  part  of 
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an  article,  sold  by  such  manufacturer  and  in  respect  to  which  a tax  is 
payable  by  him.  This  credit  will  be  allowed  only  if  the  taxpayer  keeps 
such  records  and  evidence  as  will  clearly  establish  his  right  to  the 
exemption.  In  cases  of  doubt,  in  order  to  avoid  penalty  for  default  if 
the  claim  is  not  established,  the  tax  should  be  paid  in  full  and  application 
made  for  refund. 

4679  Art.  7.  Who  is  a manufacturer. — (a)  A manufacturer  is  a person 
who  prepares  a taxable  article  in  marketable  form.  There  are 

several  cases,  however,  in  which  under  section  900  there  may  be  several 
manufacturers,  each  of  whom  must  pay  a tax,  as,  for  example,  the  tax 
upon  “articles  made  of  fur.”  In  such  case  the  tax  may  attach  on  suc- 
cessive sales,  if  there  are  several  stages  of  manufacture.  See,  however, 
article  6 as  to  credits  in  such  cases. 

4680  (b)  Where  baseball  bats  or  other  sporting  goods  taxable  under 
subdivision  (5)  of  section  900,  or  pianos  taxable  under  subdivi- 
sion (4)  of  section  900,  are  prepared  in  marketable  form  by  A,  who 
marks  or  labels  them  only  with  the  name  or  trade-mark  of  B,  who,  on 
their  being  delivered  to  him,  sells  them  without  further  manufacture  to 
his  own  customers,  if  the  transaction  between  A and  B.  is  an  actual  sale 
of  the  articles  and  not  merely  the  employment  of  A by  B to  manufacture 
them  as  his  agent  at  a specified  profit,  A is  the  “manufacturer”  who  is 
liable  for  the  tax. 

4681  (c)  a person  who  is  employed  to  make  an  article  and  receives 
for  it  the  cost  of  materials  and  labor,  plus  a specified  profit,  shall 

be  considered  a manufacturing  agent,  and  the  person  who  procures  the 
preparation  of  the  article  for  purposes  of  resale  will  be  considered  the 
manufacturer. 

4682  Art.  8.  Tax  payable  by  the  manufacturer. — The  tax  is  to  be 
paid  by  the  manufacturer  on  all  sales  made  directly  by  him  or 

through  an  agent.  If  the  manufacturer  has  a sales  agent  or  sales  agency 
to  whom  he  only  nominally  sells  an  article,  but  retains  an  interest  in 
the  profits  from  the  resale  of  the  article,  the  taxable  sale  is  that  made 
by  the  sales  agent  or  sales  agency.  On  articles  manufactured  for  a 
jobber  by  a foreign  manufacturer,  the  jobber  must  pay  the  tax  as  the 
importer.  A receiver  or  trustee  in  bankruptcy  of  a manufacturer  con- 
ducting a business  under  court  order  is  liable  to  the  tax  upon  articles 
sold  by  him.  Where  a manufacturer  consigns  articles  to  a retailer,  re- 
taining ownership  in  them  until  they  are  disposed  of  by  the  retailer, 
the  manufacturer  must  pay  the  tax  based  upon  the  price  for  which  sold 
by  the  retailer.  See  article  34. 

4683  Art.  9.  When  tax  attaches. — The  tax  attaches  when  the  article 
is  sold;  that  is  to  say,  when  the  title  to  it  passes  from  the  vendor 

to  the  purchaser  pursuant  to  a previous  contract  of  sale  or  upon  a sale  with- 
out previous  contract.  When  title  passes  is  a question  of  fact  dependent 
upon  the  intention  of  the  parties  as  gathered  from  the  contract  of  sale 
and  the  attendant  circumstances.  Where  goods  are  segregated  from 
other  goods  owned  by  the  vendor  and  it  is  the  intention  of  both  the 
vendor  and  the  purchaser  at  the  time  the  goods  are  segregated  that  they 
shall  then  belong  to  the  purchaser,  the  title  will  be  presumed  to  pass  at 
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such  time.  In  the  absence  of  an  intention  to  the  contrary,  the  title  is 
presumed  to  pass  upon  delivery  of  the  article  to  the  purchaser  or  to  a 
carrier  for  the  purchaser.  In  the  case  of  a conditional  sale,  where  the 
title  is  reserved  in  the  vendor  until  payment  of  the  purchase  price  in  full, 
the  tax  attaches  (a)  upon  such  payment,  or  (b)  when  title  passes  if 
before  completion  of  the  payments,  or  (c)  when,  before  completion  of 
the  payments,  the  dealer  disposes  of  the  sale  by  charging  off;  by  any 
method  of  accounting  he  may  adopt,  the  unpaid  portion  of  the  contract 
price. 

4684  Art.  10.  Sales  to  the  Government  or  a State. — The  tax  applies 
to  articles  enumerated  in  section  900  when  sold  to  the  Govern- 
ment. Where,  however,  the  Government  supplies  a manufacturer  with 
all  materials  and  parts  except  a small  portion  furnished  by  the  manu- 
facturer, under  a contract  stipulating  that  the  manufacturer  shall  be 
guaranteed  a certain  profit,  no  tax  is  payable,  because  the  manufacturer 
does  not  sell  the  articles.  Articles  manufactured  in  plants  taken  over 
and  operated  by  the  Government  are  not  subject  to  the  tax.  Articles 
sold  to  a State  or  a political  subdivision  thereof  by  the  manufacturer 
for  use  in  carrying  on  its  governmental  operations  are  not  subject  to 
the  tax.  Articles  sold  by  the  manufacturer  to  a State,  county,  or 
municipal  institution  are  also  exempt  from  tax  when  paid  for  entirely 
out  of  public  money. 

AUTOMOBILES. 

4685  Art.  11.  Automobiles:  Scope  of  tax. — An  automobile  (as  well 

4501  as  an  automobile  truck  or  automobile  wagon)  is  a self-propelling 

4502  vehicle  designed  primarily  for  the  transportation  in  or  upon  it  of 
persons  or  property.  Motor-driven  machines  for  pulling  a vehicle 

around  factories  and  railway  stations  and  motor-driven  machine  gun  car- 
riages are  not  taxable.  An  automobile  hearse  and  a pallbearers’  coach  are 
taxable  under  subdivision  2.  A self-propelled  fire  engine,  at  least  if  designed 
to  carry  only  such  persons  as  are  necessary  to  drive  it,  is  not  taxable. 
If,  however,  it  is  especially  designed  to  carry  firemen  not  employed  in 
or  about  the  driving  of  the  machine,  it  is  taxable  as  an  automobile. 
Automobile  trucks  equipped  as  hook  and  ladder  trucks,  and  hose  carts 
for  the  use  of  firemen,  are  likewise  taxable.  A usable  substantially  com- 
pleted automobile  or  automobile  truck  produced  by  assembling  new 
parts  of  trucks  or  cars  is  subject  to  tax,  but  a rebuilt  car  is  not  subject 
to  tax  as  such,  although  the  new  parts  thereof  are  subject  to  tax  when 
sold  by  the  manufacturer,  even  though  assembled  into  a car.  Auto- 
mobiles which  have  been  sold  by  the  manufacturer  are  not  taxable  when 
sold  again.  Where,  however,  a manufacturer  sells  again  an  automobile 
which  he  has  once  sold  and  which  has  been  returned  to  him  and  the 
first  sale  rescinded,  the  tax  attaches  on  the  second  sale.  A tractor  is 
not  taxable. 

4686  Art.  12.  Automobile  trucks  and  automobile  wagons. — The  tax 
is  3 per  cent  of  the  price  for  which  automobile  trucks  and  auto- 
mobile wagons  are  sold  by  the  manufacturer.  An  automobile  truck  or  auto- 
mobile wagon  is  a self-propelling  vehicle  primarily  designed  or  adapted 
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for  the  transportation  of  property.  The  act  specifically  exempts  tractors ; 
even  if  sold  in  combination  with  a trailer.  Any  tires,  inner  tubes,  parts 
or  accessories  for  automobile  trucks  and  automobile  wagons  sold  on  or 
in  connection  therewith  or  with  the  sale  thereof  are  taxable  at  3 per 
cent.  Such  tires,  inner  tubes,  parts  and  accessories,  however,  as 
(although  sold  or  in  connection  with  an  automobile  truck  or  automobile 
wagon  or  with  the  sale  thereof)  are  in  excess  of  the  quantities  usually 
sold  in  the  ordinary  course  of  trade  to  a single  customer  at  the  time  of 
the  purchase  of  an  automobile  truck  or  wagon,  will  not  be  taxable  at 
3 per  cent,  but  will  be  taxable  under  subdivision  (3)  of  section  900  at 
the  rate  of  5 per  cent. 

4687  Art.  13.  Other  automobiles  and  motorcycles. — The  tax  is  5 per 

cent  of  the  price  for  which  such  articles  are  sold  by  the  manufac- 
turer. It  applies  to  all  automobiles  primarily  designed  for  carrying  persons, 
including  passenger  cars,  taxicabs,  auto-buses,  sight-seeing  cars,  and  also 
to  all  motorcycles,  including  side  cars.  Where  an  automobile  chassis, 
although  of  such  construction  as  is  ordinarily  used  in  automobile  trucks, 
is  fitted  with  a body  designed  for  the  carriage  of  persons,  or  for  the 
carriage  of  persons  and  property,  the  completed  whole  is  taxable  at  5 
per  cent  of  the  price  for  which  sold  by  the  manufacturer,  and  not  under 
subdivision  (1)  at  3 per  cent.  Tires,  tubes,  ‘parts,  and  accessories  for 
motorcycles  or  automobiles  other  than  automobile  trucks  or  automobile 
wagons  sold  on  or  in  connection  therewith  or  with  the  sale  thereof  are 
taxable  at  5 per  cent. 

AUTOMOBILE  PARTS  AND  ACCESSORIES. 

4688  Art.  14.  Tires,  inner  tubes,  parts,  and  accessories  sold  to  manu- 

4503  facturer. — Subdivision  (3)  of  section  900  of  the  act  provides  that 

tires,  inner  tubes,  parts,  or  accessories  shall  be  exempt  from  the 
tax  if  sold  to  a manufacturer  or  producer  of  automobile  trucks,  auto- 
mobile wagons,  other  automobiles,  or  motorcycles.  To  come  within  this 
exemption  the  sale  must  be  to  such  a manufacturer  for  use  by  him  in  the 
manufacture  or  production  of  new  cars  or  for  free  replacement  under 
contract  of  guaranty.  If  sold  to  such  a manufacturer  for  any  other 
purpose,  such  as  resale  to  a dealer  or  for  the  rebuilding  of  used  cars, 
the  sale  is  taxable.  In  order  for  the  sale  to  come  within  the  exemption 
of  the  statute,  the  manufacturer  must  at  the  time  the  goods  are  shipped 
or  sold  (whichever  is  prior)  have  in  his  possession  an  order  or  contract 
of  sale,  with  certificate  of  the  purchaser  in  writing  printed  thereon  or 
permanently  attached  thereto,  showing  that  the  tires,  inner  tubes,  parts, 
or  accessories  so  purchased  are  to  be  used  in  the  manufacture  or  pro- 
duction of  new  cars  or  for  free  replacement  under  contract  or  guaranty. 
If  in  any  case  such  an  order  and  certificate  can  not  be  produced  on 
demand  of  any  authorized  agent  of  the  department  the  tax  in  respect  to 
the  sale  will  be  considered  in  default. 

4689  Art.  15.  Definition  of  parts. — A “part”  for  an  automobile  truck, 

automobile  wagon,  other  automobile,  or  motorcycle  is  any  article 

designed  or  manufactured  for  the  special  purpose  of  "being  used  as  or 
to  replace  a component  part  of  any  such  vehicle,  and  which  by  reason  of 
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some  peculiar  characteristic  is  not  such  a commercial  commodity  as 
would  ordinarily  be  sold  for  general  use,  and  which  is  primarily  adapt- 
able only  for  use  as  a component  part  of  such  vehicle.  Mere  stock  or 
commercial  commodities  such  as  bolts,  nuts,  washers,  screws,  though 
used  as  components  for  such  vehicles,  are  not  “parts”  within  the  meaning 
of  subsection  (3)  of  section  900.  Articles,  however,  which  ordinarily 
would  be  classed  as  commercial  commodities  become  parts  when,  because 
of  their  design  or  construction,  they  are  primarily  adaptable  for  use 
as  component  parts  of  such  vehicles.  Component  parts  of  articles  taxable 
under  this  definition  are  taxable  when  sold  separately,  if  they  have 
reached  such  stage  of  manufacture  that  they  are  primarily  adaptable 
for  use  as  such  a component  part.  Thus  plates,  jars,  and  separators 
for  automobile  storage  batteries  are  taxable  when  sold  separately.  A 
chassis  is  a part  of  an  automobile  and  taxable  at  the  rate  of  5 per  cent 
when  sold  separately  regardless  of  whether  it  is  a chassis  for  an  auto- 
mobile truck  or  wagon,  or  for  any  other  kind  of  automobile.  An  auto- 
mobile body  is  also  a part  of  an  automobile. 

4690  Art.  16.  Definition  of  accessories. — An  “accessory”  for  an  auto- 
mobile truck,  automobile  wagon,  other  automobile,  or  motor- 
cycle is  any  article  designed  to  be  attached  to  or  used  in  connection  with 
such  vehicle  to  add  to  its  utility,  and  which  is  primarily  adaptable  for 
use  in  connection  with  such  vehicle,  whether  or  not  essential  to  its 
operation.  The  term  “accessories”  includes,  for  example,  horns,  speedom- 
eters, self-starters,  spot-lights,  shock  absorbers,  tire  pumps,  pressure 
gauges,  and  hydrometers.  All  such  articles  primarily  adapted  for  use 
in  connection  with  an  automobile  are  subject  to  the  tax  even  though 
they  may  sometimes  be  used  otherwise,  as,  for  example,  with  motor 
boats.  If  any  doubt,  reasonable  and  bona  fide,  exists  as  to  the  special 
adaptability  of  an  article  the  fact  of  its  sale  by  the  manufacturer  to  be 
used  with  an  automobile  or  to  an  automobile  accessories  dealer  will 
determine  its  taxability.  A wrench  or  other  tool  of  a kind  sold  in  hard- 
ware stores  for  general  purposes  is  not  subject  to  the  tax,  but  a wrench 
or  other  tool  of  special  design  or  construction  primarily  adapted  to  be 
used  in  connection  with  automobiles  will  be  subject  to  the  tax.  Robes, 
goggles,  and  lunch  kits  are  not  subject  to  the  tax.  Automobile  trailers, 
regardless  of  the  number  of  wheels  which  they  may  have,  are  not  parts 
of  or  accessories  for  automobiles ; but  rear  portions  of  automobile  trucks, 
automobile  wagons,  or  other  automobiles,  not  properly  called  trailers, 
are  taxable  as  a part  of  the  automobile.  Where  a manufacturer  sells 
automobile  accessories  or  parts  to  a jobber  who  in  turn  sells  them  to  a 
manufacturer  of  completed  cars  the  tax  upon  the  accessories  or  parts  is 
payable  by  the  manufacturer  who  sells  them  to  the  jobber.  Where  a 
manufacturer  sells  material  to  an  accessories  manufacturer  who  in  turn 
sells  the  accessories  constructed  from  them  to  a manufacturer  of  com- 
pleted automobile  trucks,  automobile  wagons,  other  automobiles,  or 
motorcycles,  except  tractors,  the  manufacturer  of  the  completed  vehicle 
is  liable  for  the  tax  upon  his  sales  and  no  tax  is  due  upon  such  previous 
sales. 
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MUSICAL  INSTRUMENTS. 

4691  Art.  17.  Musical  instruments. — The  tax  is  5 per  cent  on  the 

4505  price  for  which  the  articles  enumerated  are  sold  by  the  manu- 

facturer. Player  pianos  are  pianos.  Where  a person  other  than 
a manufacturer  of  the  player  action  completes  the  player  piano  by  in- 
stalling the  action  in  a piano,  the  tax  must  be  paid  on  the  selling  price 
of  the  complete  player  piano.  Conversely,  where  the  manufacturer  of 
the  player  action  purchases  pianos  and  turns  out  a complete  player 
piano,  he  must  pay  the  tax  on  the  selling  price  of  the  player  piano. 
Accessories  and  parts,  other  than  records,  .for  the  articles  enumerated, 
are  not  taxable  unless  sold  in  combination  therewith.  Toy  talking  ma- 
chines are  taxable,  but  dictagraphs  and  dictaphones  are  not  subject  to 
the  tax. 


SPORTING  GOODS. 

4692  Art.  18.  Sporting  goods. — The  tax  is  10  per  cent  of  the  price 

4505  for  which  the  articles  enumerated  are  sold  by  the  manufacturer. 

The  words  “similar  articles  commonly  or  commercially  known  as 
sporting  goods,”  include  all  articles  which  bear  a like  or  similar  relation  to 
any  game  or  sport  which  the  articles  enumerated  bear  to  the  game  or 
sport  in  which  they  are  employed ; thus,  articles  which  are  used  as 
implements  of  a game  or  sport  (such  as  bowling  alley  tenpins),  pro- 
tectors of  any  type  (such  as  shinguards),  receptacles  for  carrying  imple- 
ments of  a game  or  sport  (such  as  bat  bags),  goals,  etc.,  are  taxable.  If, 
however,  such  articles  are  commonly  sold  for  other  purposes  than  to 
be  used  in  a game  or  sport,  they  are  not  taxable ; thus,  baseball  shoes 
are  taxable,  but  ordinary  rubber  soled  canvas  or  rubber  shoes,  although 
used  for  playing  tennis,  are  not  taxable.  Articles  of  clothing  specially 
adapted  for  use  in  the  playing  of  a game  or  sport  are  taxable,  unless  they 
are  commonly  sold  for  general  use.  Thus,  baseball,  football,  and  basket- 
ball trousers  and  shoes  are  taxable,  but  jerseys  and  sweaters  are  not 
taxable  unless  specially  made  or  decorated  in  such  manner  as  to  identify 
them  as  a part  of  a uniform.  Gymnasium  and  playground  apparatus 
are  not  taxable.  The  act  taxes  games  and  parts  of  games.  The  act 
exempts  children’s  toys  and  games,  but  card  games  to  be  played  by 
adults,  as  well  as  children,  other  than  ordinary  playing  cards,  are 
subject  to  the  tax. 

CHEWING  GUM. 

4693  Art.  19.  Chewing  gum. — The  tax  is  3 per  cent  of  the  price  for 
4 506  which  chewing  gum  or  any  substitute  therefor  is  sold  by  thr 

manufacturer.  Substitutes  include  any  imitation  designed  to 
take  the  place  of  chewing  gum.  When  chewing  gum  is  covered  with 
another  substance,  the  tax  is  on  the  whole  article, 
candy  coating  will  be  taxable  as  chewing  gum  and  not  as  candy. 


Chewing  gum  with 


CAMERAS. 

4694  Art.  20.  Cameras. — The  tax  is  10  per  cent  of  the  price  for  which 

4507  cameras  weighing  not  more  than  100  pounds  are  sold  by  the 

manufacturer.  Stands  and  tripods  are  not  to  be  weighed  in 
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computing  the  weight  of  the  camera.  Process  and  motion-picture 
cameras  are  subject  to  the  tax.  Toy  cameras  are  taxable  if  capable  of 
taking  a picture.  Parts  of  cameras  are  not  taxable,  unless  sold  in  com- 
bination with  a camera. 

FILMS. 

4095  Art.  21.  Photographic  films  and  plates. — The  tax  is  o per  cent 

4 508  of  the  manufacturer’s  selling  price  of  photographic  films  and 

plates,  other  than  moving-picture  films.  For  the  purposes  of 
the  act,  X-ray  plates  are  deemed  to  be  photographic  plates. 

CANDY. 

4090  Art.  22.  Candy. — Candy  within  the  meaning  of  the  act  includes 

4509  chocolate  creams,  bonbons,  gum  drops,  jelly  drops,  jelly  beans, 

imperials,  caramels,  stick  candy,  lozenges,  taffies,  candy  kisses, 

wafers,  fudges  or  Italian  creams,  nougats,  peanut  brittle,  sugared  almonds, 
chocolate  covered  fruits  and  nuts,  glace  or  candied  fruits  and  nuts, 
popcorn  and  other  cereals  or  cereal  products  mixed  with  or  covered 
with  molasses,  sugar  or  other  sweetening  agent,  hard  candies,  plain 
and  chocolate  covered  marshmallows,  candy  cough  drops  and  sweet- 
ened licorice  not  taxed  as  cough  drops,  sweet  chocolate  and  sweet  milk 
chocolate  whether  plain  or  mixed  with  fruits  or  nuts;  and  all  similar 
articles  however  designated.  It  does  not  include,  however,  cereal  break- 
fast foods,  cake  and  pastries,  nor  bitter  chocolate  which  needs  the  addi- 
tion of  sugar  before  it  becomes  pleasing  to  the  taste.  If  a manufacturer 
of  glace  or  candied  fruits  at  the  time  the  goods  are  shipped  or  sold 
(whichever  is  prior)  has  in  his  possession  an  order  or  contract  of  sale 
with  certificate  of  the  purchaser  printed  thereon  or  in  writing  and  per- 
manently attached  thereto,  showing  that  such  fruits  so  purchased  are 
to  be  used  in  the  manufacture  of  food  products,  such  as  ice  cream,  cakes, 
and  pastries,  the  sale  thereof  shall  not  be  taxable.  Where  a manufacturer 
of  candy  sells  in  connection  with  the  sale  of  his  own  product  candy  which 
he  has  bought  from  another  manufacturer  and  on  which  he  has  per- 
formed no  further  process  of  manufacture  the  tax  attaches  only  to  such 
portion  of  the  goods  sold  as  have  been  manufactured  by  him. 

FIREARMS. 

4697  Art.  23.  Firearms,  shells,  and  cartridges. — A firearm  is  any 

4510  weapon  from  which  shot  is  discharged  by  an  explosive.  For 

the  purpose  of  the  act,  firearms  include  only  portable  firearms, 

as  pistols,  revolvers,  rifles,  carbines,  machine  guns,  shotguns,  and  fowl- 
ing pieces.  Shells  and  cartridges  include  projectiles  for  all  such  portable 
arms. 

KNIVES. 

4698  Art.  24.  Hunting  knives,  dirk  knives,  daggers,  etc. — A hunting 

4511  or  bowie  knife  is  a knife  with  a blade  over  3 inches  in  length, 

having  a sharp  point  and  one  cutting  edge,  especially  adapted 
for  sticking,  skinning,  and  cutting  game.  The  knife  may  be  of  a 
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rigid  type,  carried  in  a sheath,  or  it  may  be  of  a clasp  type,  containing 
devices  other  than  the  blades.  Hunting  and  bdwie  knives  are  subject  to 
a tax  of  10  per  cent  of  the  manufacturer’s  selling  price,  whereas  the 
weapons  described  in  (12)  are  subject  to  a tax  of  100  per  cent  upon 
the  price  for  which  sold  by  manufacturers. 


ELECTRIC  FANS. 

-1699  Art.  25.  Portable  electric  fans. — The  ordinary  movable  electric 

4513  fan,  oscillating  or  nonoscillating,  constructed  with  a heavy  base 
and  receiving  its  current  through  a flexible  cable,  so  that  it  can 

be  readily  moved  from  place  to  place  is  subject  to  the  tax.  So,  also, 
fans  of  a like  type,  screwed  to  a wall,  bracket,  or  other  support,  but 
capable  of  being  easily  moved,  are  taxable.  Ceiling  fans,  exhaust  fans, 
and  blowers  which  are  permanently  attached,  and  which  require  separate 
wires  and  switches  and  skilled  workmen  to  install  or  remove  them, 
are  not  portable  fans  within  the  meaning  of  the  act. 

THERMOS  BOTTLES. 

4700  Art.  26.  Thermostatic  containers. — The  tax  is  5 per  cent  of  the 

4 5 14  manufacturer’s  selling  price  of  the  enumerated  articles.  The 
tax  attaches  only  to  the  sale  of  containers  using  the  vacuum 

principle  of  heat  or  cold  retention.  Thus,  fireless  cookers  are  not  taxable. 

SMOKERS’  ARTICLES. 


4701  Art.  27.  Cigar  and  cigarette  holders,  pipes,  humidors,  and 

4515  smoking  stands. — For  the  purpose  of  the  tax  a humidor  means 

either  (a)  a device  for  maintaining  moist  atmosphere  in  any 
receptacle  used  for  holding  tobacco  products,  or  (b)  a portable  receptacle 
used  for  holding  tobacco  products  and  fitted  with  a device  for  maintaining 
moist  atmosphere  therein.  A smoking  stand  means  (a)  a tobacco  ash  tray, 
having  a pedestal  and  base,  or  (b)  two  or  more  tobacco  ash  trays 
supported  in  an  upright  position  from  a common  base  and  designed  to 
be  placed  on  a table,  desk,  floor,  or  other  surface. 

SLOT  MACHINES. 

4702  Art.  28.  Automatic  slot-device  machines. — A machine  used  for 

4 516  both  vending  and  weighing  is  taxable  as  a weighing  machine. 

For  the  purpose  of  the  tax  fair  market  value  is  deemed  to  be 
the  average  wholesale  price  at  which  like  machines  have  been  sold  by 
the  manufacturer  at  wholesale  during  the  month  next  preceding  the 
month  in  which  such  machine  is  put  into  operation.  In  case  there  has 
been  no  prior  sale  of  such  machines,  fair  market  value  is  deemed  to  be 
the  average  wholesale  price  for  which  similar  machines  are  sold  at  the 
time  the  taxable  machine  is  put  into  operation. 

LIVERIES. 


4703  Art.  29.  Liveries  and  livery  boots  and  hats. — For  the  purpose  of 
4 517  the  tax,  the  enumerated  articles  include  the  uniforms  of  personal 
or  domestic  servants  or  of  doormen,  footmen,  pages,  bell  boys, 
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and  similar  employees  of  clubs,  hotels,  theaters,  cafes,  stores,  and  similar 
places ; but  uniforms  otherwise  taxed,  and  the  uniforms  of  employees 
of  public-service  corporations,  such  as  railroad,  telegraph,  and  telephone 
companies,  are  not  taxable. 

HUNTING  GARMENTS. 

4704  Art.  30.  Hunting  and  shooting  garments  and  riding  habits. — 

4518  Hunting  and  shooting  garments  and  riding  habits  are  deemed  to 
include  articles  primarily  adapted  for  use  in  hunting,  shooting, 

and  riding,  and  commonly  so  used,  such  as  hunting  coats,  sleeveless 
and  other ; duck  shooters’  jackets  and  coats ; ladies’  divided  skirts  and 
shell  skirts ; ladies’  riding  coats ; men’s  riding  breeches,  deer  stalkers’ 
hats ; and  shell  belts.  Articles  coming  within  the  above  definition  whose 
use  is  intended  to  be  for  purposes  other  than  hunting,  shooting,  or  riding 
are  exempt  from  the  tax.  Every  manufacturer  who  claims  exemption 
from  the  tax  on  this  ground  must  have  in  his  possession  at  the  time  the 
goods  are  shipped  or  sold  (whichever  is  prior)  an  order  or  contract 
of  sale  with  certificate  of  the  purchaser  printed  thereon  or  in  writing 
and  permanently  attached  thereto,  showing  that  such  articles  are  to  be 
used  for  purposes  other  than  hunting,  shooting,  or  riding.  If  in  any 
case  such  a statement  can  not  be  produced  on  demand  of  any  authorized 
agent  of  the  department,  the  tax  in  respect  to  the  sale  will  be  considered 
in  default. 

FUR  GOODS. 

4705  Art.  31.  Fur  goods. — As  used  in  these  regulations  the  term 

4519  “flir  article”  includes  articles  made  of  fur  on  the  hide  or  pelt  or 
of  which  any  such  fur  is  the  component  material  of  chief  value 

and  all  such  articles  as  are  commercially  known  and  sold  as  fur  articles. 
Raw,  dressed,  and  dyed  skins  are  not  subject  to  the  tax  when  sold  to  a 
manufacturer  for  use  in  the  manufacture  of  fur  articles.  Such  skins, 
however,  are  subject  to  the  tax  when  sold  to  a consumer.  The  tax  is 
not  confined  to  articles  of  wearing  apparel.  For  example,  fur  rugs  and 
fur  robes  are  subject  to  the  tax.  The  “component  material  of  chief 
value”  of  any  article  is  that  component  material  which  is  not  exceeded 
in  value\  by  any  other  single  component  material.  The  value  of  each 
component  material  shall  be  determined  by  the  cost  thereof  to  the 
manufacturer.  The  cost  of  production  is  no  part  of  the  value  of  any 
other  single  component  material.  The  tax  attaches  to  each  sale  ot  a 
fur  article  by  the  manufacturer.  The  provisions  for  credit  for  taxes 
already  paid  contained  in  article  6 will  apply  where  taxes  have  been 
paid  in  respect  of  any  sale  and  the  article  so  sold  is  subjected  to  a further 
process  of  manufacture  and  again  sold.  Ordinary  repairs  are  not  taxable, 
but  when  new  fur  is  added  the  tax  attaches  to  such  fur,  and  the  price 
for  the  job  will  be  presumed  to  be  the  price  for  which  such  fur  is  sold 
unless  it  is  billed  as  a separate  item,  in  which  case  the  tax  attaches  to 
the  value  properly  ascribable  to  the  fur  in  its  manufactured  form. 

PLEASURE  BOATS. 

4706  Art.  32.  Yachts  and  motor  boats. — A “yacht”  is  a vessel  larger 

4520  than  a rowboat,  used  either  for  private  pleasure,  official  trips, 
or  racing.  The  term  “trade”  is  synonymous  with  the  term  “busi- 
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ness.”  A boat  commonly  known  as  an  “excursion  boat”  or  of  that 
general  type  and  regularly  in  service  in  carriage  of  the  public  is  used  for 
business  purposes  and  sales  of  such  boats  are  not  subject  to  the  tax. 
Motor  boats  which  are  to  be  rented  out  by  summer  resorts,  etc.,  for 
the  pleasure  of  the  persons  renting  the  same  are  not  designed  for  trade 
within  the  meaning  of  the  act. 

TOILET  SOAPS. 

4707  Art.  33.  Toilet  soaps  and  toilet-soap  powders. — Soaps  and  soap 

4521  powders  advertised  or  held  out  as  suitable  for  toilet  purposes  or 
for  application  to  the  body,  or  part  of  the  body,  as  cleansing 

agents,  are  taxable.  Toilet  soap  may  be  in  form  either  liquid,  semi- 
liquid, paste,  or  solid ; thus,  liquid  hand  soaps  and  shaving  creams  and 
powders  are  taxable.  A soap  used  chiefly  for  removing  grease  and 
stains  from  the  hands,  though  capable  of  an  incidental  use  for  cleaning 
pots  and  pans,  is  taxable  as  a toilet  soap.  A soap  capable  of  use  as 
a shampoo,  though  sold  chiefly  in  bulk  to  laundries  and  cleaners,  is 
taxable  when  sold  in  separate  packages,  though  not  when  sold  in  bulk. 
A soap  which  is  made,  advertised,  held  out,  or  sold  primarily  for  general 
cleansing  purposes,  but  which  may  have  an  incidental  and  trivial  use 
as  a toilet  soap,  is  not  taxable. 

MANUFACTURER  ALSO  RETAILER. 

4708  Art.  34.  Manufacturer  also  retailer. — By  “customarily  sells”  is 

4522  meant  a bona  fide  practice  of  selling  the  same  article  at  both 
wholesale  and  retail,  in  substantial  quantities,  and  not  mere 

occasional  sales  at  wholesale,  with  the  bulk  of  the  business  done  at 
retail.  Only  a manufacturer  who  does  both  a wholesale  and  retail 
business  and  holds  himself  out  as  a wholesaler  as  well  as  a retailer 
with  respect  to  the  goods  sold  will  be  entitled  to  compute  the  tax  upon 
goods  sold  at  retail  on  the  price  for  which  like  articles  are  sold  by 
him  at  wholesale.  As  to  articles  sold  at  wholesale,  the  tax  paid  must 
be  based  on  the  actual  selling  price  of  each  article  sold.  As  to  sales  at 
retail,  the  tax  on  each  such  sale  made  during  any  calendar  month  must 
be  based  on  the  average  wholesale  price  of  all  sales  of  like  articles  made 
at  wholesale  during  the  previous  calendar  month.  This  average  whole- 
sale price  is  to  be  obtained  by  dividing  the  sum  of  the  actual  selling 
prices  of  all  such  articles  sold  at  wholesale  during  such  previous  calendar 
month  by  the  total  number  of  such  articles  so  sold. 

REPEAL  OF  FORMER  TAXES. 

4709  Art.  35.  Repeal  of  former  taxes. — The  present  taxes  supersede 

4523  the  excise  taxes  imposed  by  the  Revenue  Act  of  1917  upon  the 
sale  of  automobiles,  musical  instruments,  sporting  goods,  chew- 
ing gum,  cameras,  toilet  soaps  and  similar  articles.  The  Revenue  Act 
of  1917  remains  in  force  for  the  assessment  and  collection  of  all  taxes 
which  have  accrued  thereunder,  and  for  the  imposition  and  collection  of 
ail  penalties  or  forfeitures  which  have  accrued  and  may  accrue  in  rela- 
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tion  to  any  such  taxes.  In  the  case  of  any  tax  imposed  by  the  Revenue 
Act  of  1917,  if  there  is  a tax  imposed  by  the  present  statute  in  lieu 
thereof,  the  provision  imposing  such  tax  remains  in  force  until  the  cor- 
responding tax  under  the  present  statute  takes  effect.  See  section  1400 
of  the  statute. 

COLORABLE  SALES. 


4710  Art.  36.  Colorable  sales. — If  a manufacturer,  through  the  device 
4 524  of  a selling  branch  or  in  any  oilier  manner,  contrives  to  sell 
under  the  market  price,  with  the  result  of  benefiting  his  busi- 
ness or  with  the  intent  to  cause  such  benefit,  the  tax  shall  be  based 
on  the  fair  market  value  of  the  articles  and  not  on  their  nominal  selling 
price.  See  article  8. 


RETURN  AND  PAYMENT  OF  TAX. 


4527 


4711  Art.  37.  Return  and  payment  of  tax. — Each  manufacturer  of 
4526  any  of  the  articles  hereinabove  enumerated  must  make  monthly 
returns  under  oath  in  duplicate  and  pay  the  taxes  imposed  on 
such  articles  to  the  collector  of  internal  revenue  for  the  district  in 
which  his  principal  place  of  business  is  located.  Any  return  may,  if  the 
amount  of  the  tax  covered  thereby  is  not  in  excess  of  $10,  be  signed  or 
acknowledged  before  two  witnesses  instead  of  under  oath.  The  returns 
shall  be  made  on  form  728  (revised).  Instructions  for  preparing  will 
be  found  on  the  back  of  the  form.  The  returns  are  to  be  rendered  and 
the  tax  paid  on  or  before  the  last  day  of  each  month  covering  all  the 
transactions  of  the  preceding  month,  the  first  return  to  cover  all  trans- 
actions after  February  24,  1919,  and  before  April  1,  1919.  Branch  houses 
should  in  general  make  reports  to  the  parent  house,  which  is  liable  to 
make  monthly  returns  of  the  sales  of  the  branch  house.  An  itinerant 
manufacturer  should  make  return  and  pay  the  tax  to  the  collector  of 
the  district  where  the  sales  were  made.  The  books  of  every  person 
liable  to  the  tax  shall  be  open  at  all  times  for  inspection  by  examining 
internal  revenue  officers.  As  to  penalties,  see  article  40. 


TRADE  WITH  POSSESSIONS  OF  UNITED  STATES. 


4712  Art.  38.  Trade  with  possessions  of  United  States. — A sale  which 

4559  results  in  the  shipment  of  articles  into  the  United  States  from 

the  Virgin  Islands  is  taxable  to  the  same  extent  as  a sale  of 
articles  within  the  United  States.  Articles  going  into  the  Virgin  Islands 
from  the  United  States  are  free  from  tax  in  the  United  States.  The 
same  rules  apply  to  trade  with  Porto  Rico  and  the  Philippine  Islands. 
See  section  1000  of  the  Revenue  Act  of  1917  and  section  V of  the  Act 
of  August  4,  1909,  as  amended  by  section  IV,  subdivision  C,  of  the 
Act  of  October  3,  1913.  The  tax  attaches,  however,  to  articles  shipped 
to  other  possessions  of  the  United  States,  including  the  Canal  Zone. 

EXTENSION  OF  EXISTING  STATUTES. 

4718  Art.  39.  Aids  to  collection  of  tax. — In  collecting  the  excise  taxes 
8002  the  Commissioner  has  the  benefit  of  all  existing  internal  revenue 
laws.  In  aid  of  the  enforcement  of  the  statute  the  Commissioner 
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may  require  any  person  to  keep  specified  records,  to  render  returns  and 
statements  as  directed,  to  submit  himself  and  his  books  to  examination, 
and  to  comply  with  such  regulations  as  may  be  prescribed. 

PENALTIES. 

4714  Art.  40.  Penalties. — Any  person,  including  an  officer  or  em- 
8008  ployee  of  a corporation  and  a member  or  employee  of  a partner- 
ship in  the  course  of  his  duty,  who  fails  to  pay  or  collect  a tax 

or  to  make  a return,  is  liable  to  a penalty  of  $1,000.  If  his  failure  is 
willful,  or  he  otherwise  tries  to  evade  the  tax,  he  is  guilty  of  a misde- 
meanor and  liable  to  a fine  of  $10,000  and  imprisonment  for  a year.  If  his 
failure  is  willful,  he  is  also  liable  to  the  addition  to  the  tax  of  a 25  per 
cent  penalty  for  failure  to  make  a return  and  a 50  per  cent  penalty  for 
a fraudulent  return.  Section  3176  of  the  Revised  Statutes,  as  amended 
by  section  1317  of  the  Revenue  Act  of  1918,  provides  [IF  8085-8088]  : 

See  also  sections  903  and  1312  (4)  and  articles  37  and  47. 

CREDITS  AND  REFUNDS. 

4715  Art.  41.  Credits  and  refunds. — If  a manufacturer  overpays  the 

4567  tax  due  with  one  monthly  return,  he  may  take  credit  for  the 

8014  overpayment  against  the  tax  due  with  a succeeding  re- 

turn. If  under  section  1312  of  the  statute  or  otherwise  he 

similarly  overcollects  the  tax,  he  shall  refund  the  overcollection  to  the 
purchaser  from  him.  If  in  a case  under  section  1312  he  sells  on  credit, 
other  than  on  conditional  sale,  he  shall  return  the  tax  at  the  time  of 
the  sale,  but  may  defer  collection  of  it  from  the  purchaser.  See  articles 
44-46.  For  the  procedure  with  reference  to  claims  for  refund  see  sections 
3220  and  3225  of  the  Revised  Statutes,  as  amended  by  section  1316  of 
the  Revenue  Act  of  1918,  and  Regulations  No.  14  (revised). 

EXPORTS. 

4716  Art.  42.  Exemption  of  export  sale. — The  tax  does  not  attach  to 

4568  the  sale  of  an  article  which  is  either  (1)  shipped  direct  to  a 

foreign  destination  by  the  manufacturer  himself,  or  (2)  both 

(a)  sold  by  him  for  export  and  (b)  in  due  course  so  exported  by  the 
purchaser.  Where  a manufacturer  at  the  time  an  article  is  sold  or 
shipped  (whichever  is  prior)  has  in  his  possession  an  order  or  contract 
of  sale  showing  in  writing  (1)  that  the  manufacturer  is  to  export  the 
article,  or  (2)  that  the  purchaser  is  buying  the  article  in  order  to  export 
it  prior  to  its  being  used  or  subjected  to  further  manufacture,  there  is 
a presumption  that  the  sale  of  the  article  is  exempt  from  tax,  as  an 
export  sale,  and  the  manufacturer  may,  for  a period  of  six  months  from 
the  date  of  sale  or  shipment  (whichever  is  prior),  rely  on  such  pre- 
sumption. This  temporary  presumption  becomes  a permanent  presump- 
tion upon  the  manufacturers  receiving,  and  attaching  to  such  order  or 
contract,  before  the  termination  of  such  period  of  six  months,  due  “proof 
of  exportation”  (see  article  43)  of  such  article.  On  the  other  hand,  if, 
within  such  period  of  six  months,  the  manufacturer  has  not  received, 
and  attached  to  such  order  or  contract,  such  “proof  of  exportation,” 
then  the  temporary  presumption  that  such  sale  is  an  export  sale  dis- 
appears, and  the  manufacturer  shall  include  a tax  on  the  sale  of  such 
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in  his  return  for  the  month  in  which  such  period  of  six  months 
expires.  The  order  or  contract  of  sale  and  the  “proof  of  exportation” 
must  be  preserved  by  the  manufacturer  in  such  a way  as  to  be  readily 
accessible  for  inspection  by  internal  revenue  officers.  No  sale  shall  be 
Cftfl^idered  to  be  exempt  from  tax  under  section  1310  (c)  of  the  act, 
upje^s  its  character  as  an  export  sale  has  been  established  in  accordance 
^yjtftthe  above  provisions. 

Art.  43.  Proof  of  exportation. — Ey  the  term  “proof  of  exporta- 
• f tion”  is  meant:  (1)  An  affidavit  containing  the  following  in- 
formation : The  name  and  address  of  the  manufacturer,  the  name  and 
^CKlress  of  the  exporter  (who,  if  not  the  manufacturer,  must  be  a person 
WiyThas  purchased  direct  from  the  manufacturer),  the  respective  dates 
of  ine  sale  or  shipment  (whichever  is  prior),  and  exportation  of  the 
article,  the  price  for  which  purchased,  the  fact  that  the  article  has  been 
exported  by  the  manufacturer  or  original  purchaser  without  having 
been  used  or  subjected  to  further  manufacture,  the  name  of  the  port 
of  foreign  destination,  the  name  and  address  of  the  carrier  issuing  the 
exrfott  bill  of  lading,  and  any  further  information  necessary  to  identify 
fffe  article  sold  with  the  article  exported;  and  (2)  attached  to  such  affi- 
davit a copy  of  the  export  bill  of  lading,  or  a certificate  by  the  agent 
8f:  representative  of  the  export  carrier  showing  the  exportation  of  the 
jtf^cle,  or,  if  exported  by  parcels  post,  a copy  of  the  certificate  of  mailing 

lo  3 TRANSFER  OF  BURDEN  OF  TAX. 

83bi  . « 'r0? 

47zl8  Art.  44.  Contract  of  sale  before  May  9,  1917. — If  before  May  9, 
1917,  A,  a manufacturer,  made  with  B,  a wholesaler,  a contract 
of  sale  which  does  not  permit  the  addition  of  the  tax  to  the 
amount  payable  under  the  contract,  then  the  liability  for  the  tax  is  on 
B,  with  the  duty  on  A only  to  collect  and  pay  it  to  the  collector  as 
pfatided  in  article  47.  If  B also  made  before  May  9,  1917,  a contract 
of  cthe  character  described  with  C,  a retailer,  the  liability  for  the  tax 
thud  imposed  on  B is  transferred  from  B to  C,  B being  obliged  only 
fcoflcollect  the  tax  from  C and  to  pay  it  over  to  A for  payment  to  the 
collfector.  If,  however,  any  person  before  May  9,  1917,  made  a contract 
irfsthe  character  described  with  any  person  other  than  a dealer  as  defined 
initarticle  48,  no  tax  is  payable  in  respect  of  the  sale  by  him,  since  on 
May  9,  1917,  no  tax  was  in  force  on  the  sale  of  any  of  the  articles 
described  in  these  regulations, 
ms  8 

Art.  45.  Contract  of  sale  before  September  3,  1918,  of  article 
not  then  taxable. — If  before  September  3,  1918,  A,  a manu- 

Sgfprer  of  candy  or  other  article  not  taxable  under  the  Revenue  Act  of 
1$,  made  with  B,  a wholesaler,  a contract  which  does  not  permit  the 
ft$y^tion  of  the  tax  to  the  amount  payable  under  the  contract,  then  the 
l£gbjility  for  the  tax  is  on  B,  with  the  duty  on  A only  to  collect  and 
it  to  the  collector  as  provided  in  article  47.  If  B also  made  before 
S^tember  3,  1918,  a contract  of  the  character  described  with  C,  a 
j^^iler,  the  liability  for  the  tax  thus  imposed  on  B is  transferred  from 
ft dP  C,  B being  obliged  only  to  collect  the  tax  from  C and  to  pay  it 
over  to  A for  payment  to  the  collector.  If,  however,  any  person  before 
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September  3,  1918,  made  a contract  of  the  character  described  for  the 
sale  of  candy  with  any  person  other  than  a dealer  as  defined  in  article 
48,  no  tax  is  payable  in  respect  of  such  sale  by  him. 

4720  Art.  46.  Contract  of  sale  before  September  3,  1918,  of  article 
then  taxable. — If  before  September  3,  1918,  A,  a manufacturer 

of  chewing  gum  or  other  article  taxable  under  the  Revenue  Act  of  1917, 
made  with  B,  a wholesaler,  a contract  which  does  not  permit  the  addi- 
tion to  the  amount  payable  under  the  contract  of  the  difference  between 
the  present  tax  and  the  corresponding  tax  imposed  by  the  Revenue  Act 
of  1917,  then  B is  liable  for  such  difference.  A must  collect  and  pay 
to  the  collector  as  provided  in  article  47,  the  portion  of  the  tax  for 
which  B is  so  liable,  and  he  must  also  include  in  his  return  and  pay 
the  portion  of  the  tax  for  which  B is  not  so  liable.  If  B also  made 
before  September  3,  1918,  a contract  of  the  character  described  with 
C,  a retailer,  the  liability  for  the  tax  thus  imposed  on  B is  transferred 
from  B to  C,  who  is  liable  for  the  difference  between  the  tax  imposed 
by  the  present  statute  and  the  tax  imposed  by  the  Revenue  Act  of  1917. 
B must  collect  and  pay  over  to  A for  payment  to  the  collector  the  por- 
tion of  the  tax  for  which  C is  so  liable.  For  example,  if  any  person 
made  before  September  3,  1918,  a contract  of  the  character  described 
for  the  sale  of  chewing  gum  with  any  person  other  than  a dealer  as 
defined  in  article  48,  the  tax  to  be  collected  under  the  present  statute 
will  be  the  tax  in  force  on  September  3,  1918 ; that  is,  the  tax  under  the 
Revenue  Act  of  1917. 

4721  Art.  47.  Return  of  tax. — Each  person  receiving  any  payments 
referred  to  in  section  1312  of  the  statute  shall  collect  the  amount 

of  the  tax,  if  any,  imposed  by  such  section  from  the  person  making  such 
payments,  and  shall  make  monthly  returns  under  oath  in  duplicate  and 
pay  the  taxes  so  collected  to  the  collector  of  the  district  in  which  his 
orincipal  office  or  place  of  business  is  located.  Any  person  making  a 
refund  of  any  payment  upon  which  the  tax  is  so  collected  may  repay 
therewith  the  amount  of  the  tax  collected  on  such  payment;  and  the 
amount  so  repaid  may  be  credited  against  amounts  included  in  any 
subsequent  monthly  return.  The  return  shall  be  made  on  Form  728 
(revised)  on  or  before  the  last  day  of  the  month  following  the  month 
in  which  the  sale  is  made,  as  provided  in  article  37.  The  tax  shall  with- 
out assessment  by  the  Commissioner  or  notice  from  the  collector  be 
due  and  payable  to  the  collector  at  the  time  fixed  for  filing  the  return. 
If  the  tax  is  not  paid  when  due,  there  shall  be  added  as  a part  of  the 
tax  a penalty  of  5 per  cent,  together  with  interest  at  the  rate  of  1 per 
cent  for  each  full  month  from  the  time  when  the  tax  became  due. 

4722  Art.  48.  Meaning  of  “dealer.” — The  term  “dealer”  includes  not 
only  dealers  in  the  ordinary  sense — that  is,  persons  engaged  in 

the  business  of  selling  articles — but  also  a person  who  purchases  an 
article  with  the  intention  of  using  it  in  the  manufacture  or  production 
of  any  article  intended  for  sale.  The  term  does  not  include  a person 
buying  an  article  for  his  personal  consumption  or  use.  The  United 
States,  a State,  Territory,  or  a political  subdivision  thereof,  or  a foreign 
government,  purchasing  an  article  for  its  own  use  is  not  a dealer. 
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FRACTIONAL  PART  OF  CENT. 

472H  Art.  49.  When  fractional  part  of  cent  may  be  disregarded. — - 

8016  In  the  payment  of  taxes,  and  in  each  step  or  computation  neces- 
sary in  determining  the  amount  of  the  tax,  a fractional  part  of  . a cent 
may  be  disregarded  unless  it  amounts  to  one-half  cent  or  more,  in  which 
case  it  shall  be  increased  to  1 cent. 

MEDIUM  OF  PAYMENT  OF  TAX. 

1724  Art.  50.  Payment  of  tax  by  uncertified  checks. — Collectors  may 

8017  accept  uncertified  checks  in  payment  of  excise  taxes,  provided 
such  checks  are  collectible  at  par;  that  is,  for  their  full  amount, 

without  any  deduction  for  exchange  or  other  charges.  The  collector 
will  stamp  on  the  face  of  each  check  before  deposit  the  words  “This 
check  is  in  payment  of  an  obligation  to  the  United  States  and  must  be 
paid  at  par.  No  protest,”  which  his  name  and  title.  The  day  on  which 
the  collector  receives  the  check  will  be  considered  the  date  of  payment 
so  far  as  the  taxpayer  is  concerned,  unless  the  check  is  returned  dis- 
honored. If  one  check  is  remitted  to  cover  two  or  more  persons’  taxes, 
the  remittance  must  be  accompanied  by  a letter  of  transmittal  stating 
(a)  the  name  of  the  drawer  of  the  check ; (b)  the  amount  of  the  check ; 
(c)  the  amount  of  any  cash,  money  order,  or  other  instrument  included 
in  the  same  remittance;  (d)  the  name  of  each  person  whose  tax  is  to 
be  paid  by  the  remittance ; (e)  the  amount  of  the  payment  on  account 
of  each  person ; and  (f)  the  kind  of  tax  paid. 

4725  Art.  51.  Procedure  with  respect  to  dishonored  checks. — If  the 
bank  on  which  any  such  check  is  drawn  should  refuse  to  pay  it  at 

par,  the  check  should  be  returned  through  the  depositary  bank  and  be 
treated  in  the  same  manner  as  a bad  check.  All  expenses  incident  to  the 
attempt  to  collect  such  a check  and  the  return  of  it  through  the  depositary 
bank  must  be  paid  by  the  drawer  of  the  check  to  the  bank  on  which  it  is 
drawn,  since  no  deduction  can  be  made  from  amounts  received  in  pay- 
ment of  taxes.  See  section  3210  of  the  Revised  Statutes.  If  any  tax- 
payer whose  check  has  been  returned  uncollected  by  the  depositary 
bank  should  fail  at  once  to  make  the  check  good,  the  collector  should 
proceed  to  collect  the  tax  as  though  no  check  had  been  given.  A tax- 
payer who  tenders  a certified  check  in  payment  for  taxes  is  also  not 
released  from  his  obligation  until  the  check  has  been  paid.  See  chapter 
191  of  the  Act  of  March  2,  1911. 

MISREPRESENTATION  OF  TAX. 

4726  Art.  52.  Misrepresentation  of  tax. — If  a manufacturer  or  other 
4566  vendor  misrepresents  the  tax,  he  is  guilty  of  a misdemeanor  and 

is  liable  to  a fine  of  $1,000  and  to  imprisonment  for  a year.  This 
provision  is  designed,  among  other  things,  to  prevent  a vendor  adding 
more  than  the  amount  of  the  tax  to  the  price  of  an  article  and  represent- 
ing that  the  increase  is  due  to  the  tax. 
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AUTHORITY  FOR  REGULATIONS. 

4727  Art.  53.  Promulgation  of  regulations. — In  pursuance  of  the 
8012  statute  the  foregoing  regulations  are  hereby  made  and  promul- 
gated and  all  rulings  inconsistent  herewith  are  hereby  revoked. 

DANIEL  C.  ROPER, 
Commissioner  of  Internal  Revenue. 

Approved  May  1,  1919 : 

J.  H.  MOYLE, 

Acting  Secretary  of  the  Treasury. 

4728  For  1|4728,  see  page  945. 
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RELATING  TO  THE 

EXCISE  TAXES. 

ON 

WORKS  OF  ART  AND  JEWELRY. 

UNDER 

SECTIONS  902  AND  905  OF  TITLE  IX  OF  THE  REVENUE  ACT  OF  1918. 
[Public,  No.  254,  65th  Congress.  H.  R.  12863.] 
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14.  Articles  taxed:  Art  porcelains 4741 
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22.  Articles  not  taxable 4754 
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37.  Penalties 4774 
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EXCISE  TAXES  ON  WORKS  OF  ART  AND  JEWELRY. 


GENERAL  PROVISIONS. 

4728  Article  1.  Basis  of  tax. — The  tax  is  measured  by  the  price  for 

4525  which  the  article  is  sold.  It  is  on  the  actual  sales  price  of  the 

4551  goods,  and  not  on  the  list  price,  where  that  differs  from  the 

sales  price.  If  the  price  of  a taxable  article  is  increased  to 
coter  the  tax,  the  tax  is  on  such  increased  price.  Where,  however,  the 
tax  is  billed  as  a separate  item,  such  amount  need  not  be  included  in 
the  price  of  the  article  in  computing  the  tax.  The  tax  is  payable  in 
respect  to  a sale  made  whether  or  not  the  purchase  price  is  actually 
collected.  A discount  for  cash  or  other  discount  made  subsequently 
to  the  sale  can  not  be  deducted  in  computing  the  price  for  the  purpose  of 
the  tax.  Where,  however,  articles  are  sold  over  a period  of  time  under 
an  agreement  for  a quantity  rebate,  the  tax,  if  originally  computed  on 
the  gross  price,  may  be  adjusted  in  the  return  for  the  month  in  which 
the  price  is  finally  determined.  Commissions  to  agents  and  other  ex- 
penses of  sale  are  not  deductible  from  the  price.  If  articles  are  sold  and 
the  delivery  charges  to  point  of  delivery  are  paid  by  the  purchaser  as  a 
specific  item,  or  if  they  are  sold  delivered  at  a sum  less  delivery  charges 
to  be  paid  by  the  purchaser,  such  charges  need  not  be  included  as  a 
part  of  the  price  of  the  goods ; but  if  the  vendor  sells  goods  at  a delivered 
price  and  pays  the  delivery  charges,  he  is  not  entitled  to  make  any 
deduction  on  account  of  the  inclusion  in  the  price  of  such  charges. 

4729  Art.  2.  Rescission  of  sales. — If  articles  sold  are  returned  and 
the  sale  entirely  rescinded,  no  tax  is  payable,  and  if  paid  it 

may  be  credited  against  the  tax  included  in  a subsequent  monthly 
return.  See  Art.  35.  If  part  only  of  articles  sold  at  one  time  is  returned, 
and  credit  or  rebate  allowed  by  the  vendor  therefor,  the  portion  of 
the  tax  to  be  credited  will  be  only  the  proportion  of  the  total  tax  paid 
which  the  amount  allowed  as  credit  or  rebate  bears  to  the  total  sale 
price  of  all  the  articles.  If  an  article  is  sold  and  thereafter  exchanged 
for  another  article  of  a higher  price,  the  purchaser  paying  the  difference, 
the  vendor  should  pay  the  tax  on  the  second  sale,  but  may  take  as  a 
credit  against  such  tax  the  proportion  of  the  tax  paid  on  the  returned 
article  which  the  amount  allowed  as  a credit  for  the  return  of  such 
article  on  the  second  sale  bears  to  the  amount  of  the  purchase  price  in 
the  case  of  the  first  sale. 

4730  Art.  3.  Tax  payable  by  vendor. — The  tax  is  to  be  paid  by  the 
vendor  on  all  sales  made  direct  by  him  or  through  an  agent, 

whether  a sales  agent,  broker,  or  auctioneer.  Where  a vendor  consigns 
articles,  retaining  ownership  in  them  until  they  are  disposed  of  by  the 
consignee,  the  vendor  must  pay  the  tax  upon  all  such  articles  sold  by 
the  consignee. 

4731  Art.  4.  When  tax  attaches. — The  tax  attaches  when  the  article 
is  sold ; that  is  to  say,  when  the  title  to  it  passes  from  the  vendor 

to  the  purchaser.  When  title  passes  is  a question  of  fact,  dependent 
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upon  the  intention  of  the  parties  as  gathered  from  the  contract  of  sale 
and  the  attendant  circumstances.  Where  goods  are  segregated  from 
other  goods  owned  by  the  vendor  and  it  is  the  intention  of  both  the 
vendor  and  the  purchaser  at  the  time  the  goods  are  segregated  that 
they  shall  then  belong  to  the  purchaser,  the  title  will  be  presumed  to 
pass  at  such  time.  In  the  absence  of  any  intention  to  the  contrary  the 
title  is  presumed  to  pass  upon  delivery  of  the  article  to  the  purchaser 
or  to  a carrier  for  the  purchaser.  In  the  case  of  a conditional  sale, 
where  the  title  is  reserved  until  payment  of  the  purchase  price  in  full, 
the  tax  attaches  (a)  upon  such  payment,  or  (b)  when  title  passes  if 
before  completion  of  the  payments,  or  (c)  when,  before  completion  of 
the  payments,  the  dealer  disposes  of  the  sale  by  charging  off  by  any 
method  of  accounting  he  may  adopt,  the  unpaid  portion  of  the  contract 
price. 

4732  Art.  5.  Giving  of  premiums. — The  giving  of  so-called  “pre- 
miums” in  return  for  wrappers,  labels,  coupons,  trading  stamps, 

or  other  scrip,  delivered  or  sold  in  connection  with  the  sale  of  a com- 
modity, is  a sale  within  the  meaning  of  section  902  and  section  905 
if  the  premium  is  within  the  class  of  articles  enumerated  in  those  sec- 
tions. In  such  cases  the  tax  attaches  at  the  time  title  in  the  premium 
passes  to  the  person  receiving  it  in  exchange  for  such  scrip,  and  is 
to  be  computed  on  the  fair  market  value  of  the  premium  at  such  time. 

4733  Art.  6.  . Sale  to  the  United  States  or  a State. — The  tax  applies 
to  articles  enumerated  in  sections  902  and  905  when  sold  to  the 

United  States.  Articles  sold  to  a State  or  political  subdivision  thereof 
for  use  in  carrying  on  its  governmental  operations  are  not  subject  to 

the  tax. 

WORKS  OF  ART. 

4734  Art.  7.  Effective  date. — The  tax  applies  to  all  sales  made  on 
4525  or  after  February  25,  1919. 

4735  Art.  8.  Taxable  sales. — The  tax  is  on  any  sale  of  the  articles 
enumerated  other  than  a sale  by  the  actual  artist  or  to  an  edu- 
cational institution  or  public  art  museum.  The  tax  attaches  whether 
the  sale  is  made  directly  or  through  an  agent.  If  made  through  an 
agent  the  tax  is  payable  by  the  owner,  but  the  agent  may  make  return 
and  pay  the  tax  for  the  owner.  A receiver  conducting  a business  under 
court  order  is  liable  to  the  tax  upon  articles  sold  by  him.  When  a 
person  other  than  the  artist  consigns  articles,  retaining  ownership  in 
them  until  they  are  disposed  of  by  the  consignee,  such  person  must 
pay  the  tax  upon  all  such  goods  sold  by  the  consignee. 

4736  Art.  9.  Taxable  sales : Examples. — The  tax  applies  to  all  sales 
from  private  owner  to  private  owner,  or  from  private  owner 

to  dealer,  or  from  dealer  to  dealer,  or  from  dealer  to  private  owner, 
and  the  tax  to  be  paid  upon  each  such  sale  is  to  be  reckoned  upon  the 
full  amount  of  the  price  for  which  the  article  was  sold.  For  example, 
a.  picture  is  sold  by  a private  owner  to  a dealer  for  $10,000;  the  private 
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owner  must  pay  a tax  of  10  per  cent  of  $10,000,  or  $1,000.  This  picture 
is  thereafter  sold  to  another  dealer  for  $15,000;  the  first  dealer  must 
pay  a tax  of  10  per  cent  of  $15,000,  or  $1,500.  The  second  dealer  in 
turn  sells  the  picture  to  a third  dealer  for  $20,000 ; the  second  dealer  must 
pay  a tax  of  10  per  cent  on  $20,000,  or  $2,000.  The  third  dealer  sells  the 
painting  to  a private  collector  for  $25,000 ; the  third  dealer  must  pay  a 
tax  of  10  per  cent  of  $25,000,  or  $2,500.  Lastly,  the  private  owner  sells 
it  to  another  private  owner  for  $30,000 ; the  former  must  pay  a tax  of 
10  per  cent  of  $30,000,  or  $3,000. 

4737  Art.  10.  Sales  by  the  artist. — Sales  by  the  artist  are  not  tax- 
able. By  “artist”  is  meant  the  individual  who  by  his  own  hands, 

completely  or  as  to  the  important  part  so  far  as  the  article’s  artistic 
merit  is  concerned,  produces  the  article.  The  artist’s  sale  may  be 
made  directly  or  through  a dealer,  commission  merchant,  or  other  per- 
son. The  exempt  sale  is  only  the  original  sale  by  the  artist.  If  the 
artist  regains  title  to  an  article  and  again  sells  it,  such  sale  is  taxable. 

SCULPTURE. 

4738  Art.  11.  Articles  taxed:  Sculpture. — The  term  “sculpture” 

means  any  production  (whether  antique  or  modern,  and  whether 

original,  replica,  copy,  or  reproduction)  which  is  cut  or  carved  by  hand 
from  marble,  stone,  alabaster,  agate,  crystal,  jade,  lapis  lazuli,  or  other 
semiprecious  stone,  terra  cotta,  ivory,  bone,  wood,  clay,  wax,  metal, 
or  any  other  substance,  and  which  is  of  such  a character  that  the  use 
to  which  under  general  custom  or  ordinary  usage  it  should  be  put 
(irrespective  of  the  use  to  which  the  purchaser  intends  to  put  it),  is 
entirely  or  principally  an  ornamental  or  decorative  one  as  distinguished 
from  a useful  or  utilitarian  one.  The  following  list,  not  intended  to 
be  exhaustive,  is  given  to  show  the  class  of  articles  embraced  within 
this  definition,  viz : Statues,  statuettes,  figures,  figurines,  groups,  busts, 
haut  or  bas  reliefs,  plaques,  pedestals,  vases,  flower  bowls  or  holders, 
jardinieres,  brackets,  fountains,  sundials,  book  ends,  paper  weights, 
cabinet  pieces  or  curios,  and  the  numerous  articles  included  within  the 
term  bric-a-brac,  when  such  articles  are  cut  or  carved  by  hand.  The 
term  “sculpture”  shall  not  be  understood  to  include  (a)  such  articles 
as  are  in  the  nature  of  material,  work,  or  labor  furnished  in  connection 
with  the  erection  or  construction  of  a building  and  which  form  an 
integral  part  thereof,  or  (b)  cut  glassware  or  engravings  on  metal, 
wood,  shell,  stone,  or  other  substance,  or  (c)  furniture,  altars,  candle- 
sticks, chandeliers,  railings,  gates,  doors,  or  other  articles  designed 
primarily  for  a useful  purpose. 

PAINTINGS. 

4739  Art.  12.  Articles  taxed : Paintings. — The  term  “paintings” 
means  any  pictures,  images,  likenesses,  scenes,  designs,  or 

sketches,  wholly  or  in  part  in  oil,  mineral,  water,  or  other  colors  on 
canvas  or  other  textile,  wood,  paper,  metal,  plaster,  or  other  material, 
(a)  whether  antique  or  modern,  (b)  whether  originals,  replicas,  copies, 
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or  reproductions,  and  (c)  whether  or  not  intended  for  reproduction  by 
printing  or  other  processes.  The  term  “paintings”  shall  not  be  under- 
stood to  include  (1)  such  as  are  in  the  nature  of  work  or  labor  fur- 
nished in  connection  with  the  erection  or  construction  of  a building 
and  which  form  an  integral  part  thereof ; (2)  furniture,  windows,  table- 
ware, toilet  articles,  glove,  handkerchief,  candy,  or  other  fancy  boxes, 
menu,  place,  greeting,  and  similar  cards,  stationery,  candlesticks,  signs, 
placards,  desk  fittings,  and  other  articles  of  utility  when  the  same  are 
ornamented  or  decorated  with  oil,  mineral,  water,  or  other  colors ; 
(3)  such  as  are  produced  wholly  or  in  part  by  stenciling,  printing,  or 
other  mechanical  process;  and  (4)  pastels  or  drawings.  The  term 
“drawings”  as  used  in  this  article  shall  include  only  pictures,  images, 
likenesses,  scenes,  designs,  or  sketches  produced  by  means  of  lines. 

STATUARY. 

4740  Art.  13.  Articles  taxed:  Statuary. — The  term  “statuary”  means 
any  production  (whether  antique  or  modern  and  whether 

original,  replica,  copy,  or  reproduction)  cut,  carved,  or  otherwise  wrought 
by  hand  from  marble,  stone,  alabaster,  agate,  crystal,  jade,  lapis  lazuli, 
or  other  semiprecious  stone,  terra  cotta,  ivory,  bone,  wood,  clay,  wax, 
metal,  or  other  substance,  when  such  production  is  a representation 
in  the  round  of  the  human  or  animal  form  (irrespective  of  size),  whether 
real,  mythical,  fabulous,  or  allegorical.  The  term  “statuary”  shall  not 
be  understood  to  include  (a)  such  productions  as  are  in  the  nature  of 
material,  work,  or  labor  furnished  in  connection  with  the  erection  or 
construction  of  a building  and  which  form  an  integral  part  thereof, 
(b)  dolls  or  toys,  or  (c)  such  productions  as  are  designed  for  a primarily 
useful  purpose. 

ART  PORCELAINS. 

4741  Art.  14.  Articles  taxed:  Art  porcelains. — The  term  “art  por- 
celains” means  that  class  of  articles  covered  by  sculpture  and 

statuary  as  defined  in  articles  11  and  13  by  whatever  process  made  when 
such  articles  are  made  wholly  or  in  chief  value  (a)  of  any  ceramic  pro- 
duction of  translucent  ware,  of  hard  or  soft  paste,  whether  vitrified  or 
semivitrified,  by  whatever  name  known ; or  (b)  of  that  which  is  com- 
monly or  commercially  known  as  porcelain,  in  either  case,  whether  or 
not  decorated,  colored,  or  ornamented,  whether  modern  or  antique,  and 
whether  originals,  replicas,  copies,  or  reproductions,  which  are  of  such 
a character  that  the  use  to  which  under  general  custom  or  ordinary 
usage  they  should  be  put  (irrespective  of  the  use  to  which  the  purchaser 
intends  to  put  them)  is  entirely  or  principally  an  ornamental  or  decora- 
tive one  as  distinguished  from  a useful  or  utilitarian  one.  The  term 
“art  porcelains”  shall  not  be  understood  to  include  (a)  such  articles  as 
are  in  the  nature  of  material,  work,  or  labor  furnished  in  connection 
with  the  erection  or  construction  of  a building  and  which  form  an 
integral  part  thereof,  or  (b)  tableware  or  other  articles  designed  for  a 
primarily  useful  purpose. 
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BRONZES. 

4742  Art.  15.  Articles  taxed:  Bronzes. — The  term  “bronzes”  means 
that  class  of  articles  covered  by  “sculpture”  and  “statuary”  as 
defined  in  articles  11  and  13  by  whatever  process  made,  when  such 
articles  are  made  wholly  or  in  chief  value  of  that  substance  which  is  com- 
monly or  commercially  known  as  bronze,  whether  such  articles  are 
modern  or  antique,  and  whether  originals,  replicas,  copies,  or  repro- 
ductions, which  are  of  such  a character  that  the  use  to  which  under 
general  custom  or  ordinary  usage  they  should  be  put  (irrespective  of 
the  use  to  which  the  purchaser  intends  to  put  them)  is  entirely  or 
principally  an  ornamental  or  decorative  one  as  distinguished  from  a 
useful  or  utilitarian  one.  The  term  “bronzes”  shall  not  be  understood 
to  include  (a)  architectural  bronzes,  (b)  such  articles  as  are  in  the 
nature  of  material,  work,  or  labor  furnished  in  connection  with  the 
erection  or  construction  of  a building  and  which  form  an  integral  part 
thereof,  (c)  medals,  memorial  or  commemorative  tablets,  or  (d)  such 
articles  as  are  designed  for  a primarily  useful  purpose.  The  sale  to  an 
artist  by  a foundry  of  a casting  made  from  the  artists  model  is  not 
subject  to  the  tax. 


FRAMES. 

4743  Art.  16.  Articles  taxed:  Frames. — If  a taxable  article  is  sold 
in  a frame,  the  tax  attaches  to  the  price  for  which  both  the 

article  and  the  frame  are  sold.  If,  however,  the  article  is  sold  without 
the  frame,  the  tax  applies  only  to  the  price  at  which  the  article  itself 
is  sold.  The  frame,  however,  if  sold  separately,  may  be  taxable  under 
section  904  or  section  905  of  the  Revenue  Act  of  1918. 

JEWELRY. 

4744  Art.  17.  Effective  date. — The  tax  is  effective  as  to  all  sales 
4551  made  on  or  after  April  1,  1919,  superseding  the  manufacturer’s 
tax  imposed  by  section  600  of  the  Revenue  Act  of  1917. 

4745  Art.  18.  Use  of  terms. — For  the  purpose  of  the  tax  and  as 
used  in  these  regulations,  the  term  “dealer”  means  any  indi- 
vidual, partnership,  association,  or  corporation  engaged  in  the  business 
of  selling  for  profit  any  of  the  enumerated  articles  to  a purchaser  for 
consumption  or  use,  and  the  estate  of  such  a dealer.  Thus,  a dealer 
may  be  a manufacturer,  jobber,  wholesaler,  retailer,  mail-order  house, 
installment  house,  trustee  in  bankruptcy,  receiver,  pawnbroker,  or 
peddler,  if  the  sale  is  for  consumption  or  use;  but  a casual  sale,  not  in 
the  course  of  trade  or  business,  by  an  individual  of  any  of  the  enumerated 
articles,  does  not  constitute  the  vendor  a “dealer”  within  the  meaning  of 
section  905.  An  auctioneer  or  broker  is  a dealer  within  the  meaning 
of  the  act  in  respect  to  all  sales  made  by  him  of  articles  in  which  he 
has  title,  but  not  in  respect  to  articles  which  he  is  selling  as  an  agent. 

4746  Art.  19.  Articles  taxpaid  under  other  acts. — (a)  The  tax  is  on 

the  sale  by  or  for  a dealer  or  his  estate  when  any  of  the 
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enumerated  articles  are  sold  for  consumption  or  use,  regardless  of 
whether  or  not  a tax  under  any  other  law,  or  any  other  tax  under  this 
act,  has  been  previously  paid  on  such  articles,  (b)  Articles  in  respect 
to  which  the  manufacturers  excise  tax  imposed  by  section  600  of  the 
revenue  act  of  1917  has  been  paid  are  taxable  under  section  905  when 
sold  for  consumption  or  use  by  or  for  a dealer  or  his  estate,  (c)  The 
tax  imposed  upon  the  manufacturer’s  sale  of  jewelry,  under  section  600 
of  the  revenue  act  of  1917,  is  not  a “corresponding  tax”  to  the  tax 
imposed  by  section  905  for  the  purpose  of  section  1312  of  the  act. 

4747  Art.  20.  Consumption  or  use. — An  article  is  sold  “foi  con- 
sumption or  use”  within  the  meaning  of  section  905  of  the  act 

if  it  is  sold  for  any  other  purpose  than  to  be  sold,  leased,  or  otherwise 
disposed  of  for  profit,  whether  or  not  after  change  in  form  by  process  of 
manufacture. 

4748  Unless  the  purchaser  is  a wholesaler,  retailer,  or  manufacturer 
customarily  engaged  in  the  business  of  selling  or  further  manu- 
facturing the  articles  in  respect  to  which  the  applicability  of  the  tax  is 
in  question,  the  sale  to  such  purchaser  will  be  deemed  to  be  for  con- 
sumption or  use,  unless  the  contrary  is  clearly  shown. 

COMMON  OR  COMMERCIAL  JEWELRY. 

4749  Art.  21.  Jewelry. — The  following  articles  are  taxable  as 
jewelry: 

4750  (1)  Articles  to  be  worn  on  the  person  or  apparel  for  purpose 
of  adornment,  which  according  to  general  custom  or  ordinary 

usage  are  worn  so  as  to  be  displayed,  such  as  brooches,  rings,  chains, 
cuff  buttons,  necklaces,  fobs,  and  shoe  buckles.  Such  articles  are  tax- 
able regardless  of  the  substance  of  which  made  (except  as  provided  in 
subdivision  (1)  of  article  22),  and  regardless  of  their  utilitarian  value. 

4751  The  term  “worn  on  the  person”  as  used  in  this  paragraph  does 
not  include  articles  to  be  carried  in  the  hand  or  hung  over  the 

arm,  such  as  bags  or  purses. 

4752  (2)  Articles  to  be  carried  in  the  hand,  or  hung  on  the  arm,  or 
carried  or  worn  concealed  on  the  person,  whether  in  pocket  or 

bag  or  under  outer  garment,  such  as  cigarette  cases,  eyeglass  cases, 
pencils,  powder  boxes,  garter  buckles,  purses  or  hand  bags.  Such  articles 
are  taxable  as  jewelry  only  if  made  of  or  ornamented,  mounted  or  fitted 
with,  pearls,  precious  or  semiprecious  stones,  or  imitations  thereof;  but 
if  so  made,  ornamented,  mounted  or  fitted,  they  are  taxable  regardless 
of  their  utilitarian  value.  See  also  Article  24. 

4753  (3)  Articles  not  taxable  under  the  following  Articles  may  be 
taxable  by  reason  of  being  articles  commonly  or  commercially 

known  as  jewelry,  real  or  imitation.  It  should  be  carefully  noted  that 
the  rulings  in  this  article  are  only  as  to  articles  taxable  as  jewelry. 
Articles  which  are  not  taxable  as  jewelry  may  be  taxable  under  Articles 
23  or  24.  Thus  a cigarette  case,  if  made  of,  or  ornamented,  mounted, 
or  fitted  with,  a precious  metal  or  imitation  thereof,  although  not  tax- 
able under  this  article  is  taxable  under  Article  24.  It  should  also  be 
noted  that  the  examples  given  in  this  article  are  not  intended  to  be 
exhaustive,  but  merely  illustrative. 
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ARTICLES  NOT  TAXABLE. 

4754  Art.  22.  Articles  not  taxable. — (1)  The  following  articles  of 
personal  adornment  are  not  taxable  under  section  905,  unless 

ornamented,  mounted  or  fitted  with  pearls,  precious  or  semiprecious 
stones,  or  imitations  thereof : (a)  Articles  made  of  textiles  or  feathers; 
(b)  hat  trimmings  (not  including  hat  pins)  ; (c)  shoe  trimmings  (not 
including  buckles  made  of  precious  metal  or  imitations  thereof,  or 
ivory)  ; (d)  buttons  ordinarily  worn  permanently  attached  to  wearing 
apparel. 

4755  (2)  Articles  used  as  ornaments  for  wearing  apparel  are  taxable 
if  coming  within  the  classification  of  subdivision  (1)  or  (2)  of 

Article  21,  or  if  within  the  provisions  of  any  of  the  following  Articles. 

PEARLS,  STONES,  AND  IMITATIONS. 

4756  Art.  23.  Pearls,  precious  and  semiprecious  stones  and  imita- 
tions thereof. — The  tax  attaches  to  the  sale  of  all  pearls  and 

precious  or  semiprecious  stones,  whether  real  or  imitation,  cut  or  uncut, 
whether  or  not  drilled,  mounted,  or  matched,  and  whether  or  not  tem- 
porarily or  permanently  strung,  and  whether  with  or  without  clasps. 

ARTICLES  MADE  OF  PRECIOUS  METALS  OR  IMITATIONS 

OR  IVORY. 

4757  Art.  24.  Articles  made  of,  or  ornamented,  mounted  or  fitted 
with  precious  metals  or  imitations  thereof  or  ivory. — The  term 

“precious  metals’’  includes  silver,  gold,  platinum  and  all  metals  more 
valuable  than  these.  The  term  “imitations  thereof”  includes  only 
platings  or  alloys  of  any  of  the  above  materials. 

4758  The  following  articles  are  not  taxable  under  the  clause  of  sec- 
tion 905  construed  in  this  article:  (1)  Articles  made  of  imita- 
tion ivory;  (2)  surgical  instruments;  (3)  articles  merely  ornamented  or 
overlaid  with  gold  or  silver  leaf  or  paint,  such  as  picture  frames,  books, 
and  Christmas  cards. 

4759  Glassware,  china,  pottery  and  like  articles  are  only  taxable  if 
ornamented,  mounted  or  fitted  with  precious  metals  or  imita- 
tions thereof,  but  are  not  taxable  when  ornamented  with  gold  or  silver 
leaf  or  paint. 

4760  It  should  be  carefully  noted,  however,  that  the  articles  above 
enumerated,  although  not  taxable  as  “articles  made  of,  or  orna- 
mented, mounted,  or  fitted  with,  precious  metals  or  imitations  thereof 
or  ivory,”  may  be  taxable  as  jewelry.  Thus  a hatpin  with  a head  of 
imitation  ivory  is  taxable  as  jewelry.  For  articles  taxable  as  jewelry 
see  Article  21. 

WATCHES  AND  CLOCKS. 

4761  Art.  25.  Watches  and  clocks. — Watch  or  clock  movements 
sold  separately  are  taxable.  Watch  or  clock  cases  sold  sepa- 
rately are  taxable  when  made  of,  or  ornamented,  mounted  or  fitted  with 
precious  metals  or  imitations  thereof  or  genuine  ivory.  Watches  and 
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clocks  sold  complete  are  taxable  regardless  of  the  substance  of  which 
made.  Watch  or  clock  cases  and  movements  sold  separately  but  in- 
tended to  be  used  together  are  taxable. 

OPERA  GLASSES,  ETC. 

47012  Art.  26.  Opera  glasses,  lorgnettes,  marine  glasses,  field  glasses 
and  binoculars. — The  enumeration  in  the  statute  includes  only 
portable  instruments.  Instruments  of  the  character  enumerated,  which 
by  reason  of  their  size  or  weight  are  ordinarily  mounted  upon  tripods  or 
other  bases,  are  not  taxable. 

SECOND-HAND  ARTICLES. 

4763  Art.  27.  Second-hand  articles. — Articles  coming  within  the 
enumeration  of  section  905  are  not  exempt  from  taxation  when 
sold  by  a dealer  for  consumption  or  use  at  second-hand  or  after  being 
used,  but  are  taxable  on  the  price  for  which  sold. 

REPAIRS. 

4704  Art.  28.  Repairs. — Ordinary  repairs  which  do  not  increase  the 
value  of  the  article  repaired  are  not  taxable,  but  repairs  in- 
volving the  addition  of  precious  metals  or  imitations  thereof  or  ivory 
are  taxable  upon  the  price  of  the  added  parts,  which  will  be  presumed 
to  be  the  price  charged  for  the  job  unless  the  contrary  is  shown. 

ADMINISTRATIVE  PROVISIONS. 

EXPORTS. 

4705  Art.  29.  Exemption  of  export  sale. — The  tax  does  not  attach 

4568  to  the  sale  of  an  article  which  is  either  (1)  shipped  direct  to  a 

foreign  destination  by  the  manufacturer  himself,  or  (2)  both  (a) 
sold  by  him  for  export  and  (b)  in  due  course  so  exported  by  the  pur- 
chaser. Where  a manufacturer  at  the  time  an  article  is  sold  or  shipped 
(whichever  is  prior)  has  in  his  possession  an  order  or  contract  of  sale 
showing  in  writing  (1)  that  the  manufacturer  is  to  export  the  article, 
or  (2)  that  the  purchaser  is  buying  the  article  in  order  to  export  it 
prior  to  its  being  used  or  subjected  to  further  manufacture,  there  is  a 
presumption  that  the  sale  of  the  article  is  exempt  from  tax,  as  an 
export  sale,  and  the  manufacturer  may,  for  a period  of  six  months  from 
the  date  of  sale  or  shipment  (whichever  is  prior),  rely  on  such  pre- 
sumption. This  presumption  becomes  conclusive  upon  the  manufac- 
turer’s receiving  and  attaching  to  such  order  or  contract,  before  the 
termination  of  such  period  of  six  months,  due  “proof  of  exportation” 
(see  Art.  30)  of  such  article.  On  the  other  hand,  if,  within  such  period 
of  six  months,  the  manufacturer  has  not  received,  and  attached  to  such 
order  or  contract,  such  “proof  of  exportation,”  then  the  presumption 
that  such  sale  is  an  export  sale  disappears,  and  the  manufacturer  shall 
include  a tax,  on  the  sale  of  such  article  in  his  return  for  the  month 
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in  which  such  period  of  six  months  expires.  The  order  or  contract  of 
sale  and  the  “proof  of  exportation”  must  be  preserved  by  the  manu- 
facturer in  such  a way  as  to  be  readily  accessible  for  inspection  by 
internal-revenue  officers.  No  sale  shall  be  considered  to  be  exempt 
from  tax  under  section  1310  (c)  of  the  act,  unless  its  character  as  an 
export  sale  has  been  established  in  accordance  with  the  above  provisions. 

4766  Art.  30.  Proof  of  exportation. — By  the  term  “proof  of  exporta- 
tion” is  meant:  (1)  An  affidavit  made  by  the  exporter  contain- 
ing the  following  information : The  name  and  address  of  the  manu- 
facturer, the  name  and  address  of  the  exporter  (who,  if  not  the  manu- 
facturer, must  be  a person  who  has  purchased  direct  from  the  manu- 
facturer), the  respective  dates  of  the  sale  (or  shipment,  whichever  is 
prior),  and  exportation  of  the  article,  the  price  for  which  purchased, 
the  fact  that  the  article  has  been  exported  by  the  manufacturer  or 
original  purchaser  without  having  been  used  or  subjected  to  further 
manufacture,  the  name  of  the  port  of  foreign  destination,  the  name  and 
address  of  the  carrier  issuing  the  export  bill  of  lading,  and  any  further 
information  necessary  to  identify  the  article  sold  with  the  article  ex- 
ported; and  (2)  attached  to  such  affidavit  a copy  of  the  export  bill  of 
lading,  or  a certificate  by  the  agent  or  representative  of  the  export 
carrier  showing  the  exportation  of  the  article,  or  if  exported  by  parcel 
post,  a copy  of  the  certificate  of  mailing. 

TRADE  WITH  POSSESSIONS  OF  THE  UNITED  STATES. 

4767  Art.  31.  Trade  with  possessions  of  United  States. — A sale 

4559  which  results  in  the  shipment  of  articles  into  the  United  States 
from  the  Virgin  Islands  is  taxable  to  the  same  extent  as  a 

sale  of  articles  within  the  United  States.  Articles  going  into  the  Virgin 
Islands  from  the  United  States  are  free  from  tax  in  the  United  States. 
The  same  rules  apply  to  trade  with  Porto  Rico  and  the  Philippine 
Islands.  See  section  1000  of  the  revenue  act  of  1917  and  Section  V 
of  the  act  of  August  4,  1909,  as  amended  by  Section  IV,  subdivision  C, 
of  the  act  of  October  3,  1913.  The  tax  attaches,  however,  to  articles 
shipped  to  other  possessions  of  the  United  States,  including  the  Canal 
Zone. 

TRANSFER  OF  BURDEN  OF  TAX. 

4768  Art.  32.  Transfer  of  burden  of  tax. — (a)  In  the  case  of  articles 

4560  taxable  under  section  902  if  A (who  is  not  the  artist)  made  a 
contract  of  the  character  described  in  the  statute  with  B,  a 

dealer,  before  September  3,  1918,  the  liability  for  tax  on  sales  made  on 
or  after  February  25,  1919,  in  pursuance  of  such  contract,  is  on  B,  with 
only  a duty  on  A to  collect  and  pay  it  to  the  collector.  If  in  the  above 
case  B also  made  before  September  3,  1918,  a contract  of  the  character 
described  with  C,  another  dealer,  the  liability  for  such  tax,  thus  imposed 
on  B,  is  transferred  from  B to  C,  B being  obligated  only  to  collect  the 
tax  from  C and  pay  it  over  to  A for  payment  to  the  collector.  If, 
however,  any  person  made  before  September  3,  1918,  a contract  of  the 
character  described  with  any  person  other  than  a dealer,  no  tax  is  due 
in  respect  to  the  sale  under  such  contract. 
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4769  (b)  In  the  case  of  articles  taxable  under  section  905,  if  a dealer, 

before  September  3,  1918,  made  a contract  of  the  character 
described  in  the  statute  for  the  sale  on  or  after  April  1,  1919,  of  any  of 
the  enumerated  articles  for  consumption  or  use,  the  sales  made  in  pur- 
suance of  such  contract  are  not  taxable.  (See  art.  19  (c).) 


RETURN  AND  PAYMENT  OF  TAX. 

4770  Art.  33.  Return  and  payment  of  tax. — In  accordance  with  the 
sections  above  set  forth  and  section  502,  every  person  liable 
4563  for  tax  in  respect  to  the  sale  of  any  of  the  articles  enumerated 
8012  in  section  902  or  section  905  must  make  monthly  returns  under 
8°13  oath  in  duplicate  (except  that  if  the  amount  of  tax  covered 
thereby  is  not  in  excess  of  $10  such  returns  may  be  signed 
and  acknowledged  before  two  witnesses  instead  of  under  oath),  and 
pay  the  taxes  imposed  on  such  articles  to  the  collector  of  internal  revenue 
for  the  district  in  which  his  principal  place  of  business  is  located.  If 
he  has  no  place  of  business,  return  should  be  made  to  the  collector 
for  the  district  in  which  he  resides.  An  itinerant  dealer  should  make 
return  and  pay  the  tax  to  the  collector  of  the  district  where  the  sales 
are  made.  The  returns  shall  be  made  on  Form  728A.  Instructions  for 
preparing  the  return  will  be  found  on  the  back  of  the  form.  The  re- 
turns are  to  be  rendered  and  the  tax  paid  on  or  before  the  last  day  of 
each  month  covering  the  transactions  of  the  preceding  month.  The 
first  return  under  section  902  must  cover  all  transactions  from  Febru- 
ary 25,  1919,  to  March  31,  1919,  both  inclusive,  and  is  to  be  made  on 
or  before  May  31,  1919.  The  first  return  under  section  905  must  cover 
all  transactions  from  April  1,  1919,  to  April  30,  1919,  both  inclusive, 
and  is  to  be  made  on  or  before  May  31,  1919.  The  books  of  every 
person  liable  to  the  tax  shall  be  open  at  all  times  for  inspection  by 
examining  internal-revenue  officers. 


RETURNS  BY  AGENTS. 


4771  Art.  34.  Returns  by  agents. — Every  auctioneer,  agent,  factor, 

4525  broker,  dealer,  or  other  person  selling  any  of  the  articles  enu- 

merated in  section  902,  as  agent  for  the  owner,  unless  such 
owner  is  the  artist,  shall  make  monthly  return  under  oath  to  the  col- 
lector for  the  district  in  which  his  principal  place  of  business  is  located, 
stating  as  to  each  article  sold  for  any  such  owner  the  name  and  address 
of  such  owner,  the  date  and  amount  of  the  sale,  and  a brief  descrip- 
tion of  the  article. 

CREDITS  AND  REFUNDS. 


4772  Art.  35.  Credits  and  refunds. — If  a person  overpays  the  tax 

4567  due  with  one  monthly  return,  he  may  take  credit  for  the  over- 

8014  payment  against  the  tax  due  with  a succeeding  return.  If 

under  section  1312  of  the  statute  or  otherwise  he  similarly  overcollects 
the  tax,  he  shall  refund  the  overcollection  to  the  purchaser.  If  in  a case 
under  section  1312  he  sells  on  credit,  he  shall  make  return  of  the  tax 
at  the  time  of  the  sale,  but  may  defer  collection  of  it  from  the  pur- 
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chaser.  (See  Art.  4.)  For  the  procedure  with  reference  to  claims  for 
refund  see  sections  3220  [18030]  and  3225  [18070]  of  the  Revised 
Statutes,  as  amended  by  section  1316  of  the  Revenue  Act  of  1918,  and 
Regulations  No.  14  (revised). 

FRACTIONAL  PART  OF  CENT. 

4773  Art.  36.  Fractional  part  of  cent. — In  computing  the  tax  a frac- 
8016  tional  part  of  a cent  shall  be  disregarded  unless  it  amounts  to 
one-half  cent  or  more,  in  which  case  it  shall  be  increased  to  a full  cent. 

PENALTIES. 

4774  Art.  37.  Penalties. — Section  3176  [18087-8088]  of  the  United 
States  Revised  Statutes,  as  amended  by  section  1317  of  the 

Revenue  Act  of  1918. 

Sections  903  [14527],  905  [14553],  1308  [18008-8011]  and  1319 
[14566],  of  the  Revenue  Act  of  1918. 

AUTHORITY  FOR  REGULATIONS. 

4775  Art.  38.  Promulgation. — In  pursuance  of  the  statute  the  fore- 
8012  going  regulations  are  hereby  made  and  promulgated  and  all 
rulings  inconsistent  herewith  are  hereby  revoked. 

DANIEL  C.  ROPER, 
Commissioner  of  Internal  Revenue. 

Approved  May  2,  1919 : 

J.  H.  MOYLE, 

Acting  Secretary  of  the  Treasury. 


END  OF  REGULATIONS  48 — WORKS  OF  ART  AND  JEWELRY. 
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IMPOSITION  OF  TAX. 


47  76  Article  1.  Effective  date. — The  tax  is  effective  as  to  all  sales 

4555  made  on  and  after  May  1,  1919,  superseding  the  manufacturer’s 

tax  imposed  by  subdivisions  (g)  and  ( h ) of  section  600  of  the 
Revenue  Act  of  1917,  which  tax  remains  in  force  until  and  including  April 
30,  1919. 
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4777  Art.  2.  Basis  of  tax. — The  tax  is  measured  by  the  price  for  which 
the  article  is  sold.  It  is  on  the  actual  sales  price  and  not  on  the  list 

price,  where  that  differs  from  the  sales  price.  The  tax  is  payable  in  respect 
to  a sale  made,  whether  or  not  the  purchase  price  is  actually  collected.  A 
discount  for  cash  or  other  discount  made  subsequently  to  the  sale  can  not  be 
deducted  in  computing  the  price  for  the  purpose  of  the  tax.  Commissions 
to  agents  or  others  and  other  expenses  of  sale  are  not  deductible  from  the 
price.  If  articles  are  sold  and  the  delivery  charges  to  point  of  delivery  are 
paid  by  the  purchaser  as  a specific  item,  or  if  the  articles  are  sold  delivered 
at  a sum  less  delivery  charges  to  be  paid  by  the  purchaser,  such  charges 
need  not  be  included  as  part  of  the  price  of  the  goods;  but  if  the  dealer  sells 
goods  at  a delivered  price  and  himself  pays  the  delivery  charges,  he  is  not 
entitled  to  make  any  deduction  on  account  of  the  inclusion  in  the  price  of 
delivery  charges. 

4778  Art.  3.  Who  is  the  dealer. — For  the  purpose  of  the  tax  and  as 
used  in  these  regulations  the  term  “dealer”  means  any  individual, 

partnership,  association,  or  corporation  engaged  in  the  business  of  selling 
for  profit  any  of  the  enumerated  articles  to  a purchaser  for  consumption  or 
use  and  the  estate  of  such  a dealer.  Thus,  a dealer  may  be  a manufacturer, 
jobber,  wholesaler,  retailer,  mail-order  house,  installment  house,  trustee  in 
bankruptcy,  receiver,  pawnbroker,  or  peddler,  if  the  sale  is  for  consumption 
or  use;  but  a casual  sale,  not  in  the  course  of  trade  or  business,  by  an  in- 
dividual of  any  of  the  enumerated  articles  does  not  constitute  the  vendor 
a “dealer”  within  the  meaning  of  this  section.  An  auctioneer  or  broker  is  a 
dealer  within  the  meaning  of  the  act  in  respect  of  all  sales  made  by  him  of 
articles  in  which  he  has  title,  but  not  in  respect  to  articles  which  he  is  selling 
as  an  agent. 

4779  Art.  4.  Giving  of  premiums. — The  giving  of  so-called  “premiums” 
in  return  for  wrappers,  labels,  coupons,  trading  stamps,  or  other 

scrip  delivered  or  sold  in  connection  with  the  sale  of  a commodity  is  a sale 
by  a dealer  within  the  meaning  of  this  section  if  the  premium  is  within  the 
class  of  enumerated  articles.  In  such  cases  the  tax  attaches  at  the  time  title 
in  the  premium  passes  to  the  person  receiving  it  in  exchange  for  such  scrip 
and  is  to  be  computed  on  the  fair  market  value  of  the  premium  at  such  time. 

4780  Art.  5.  Consumption  or  use. — An  article  is  sold  “for  consumption 
or  use”  within  the  meaning  of  this  section  if  it  is  sold  for  any  other 

purpose  than  to  be  sold,  leased,  or  otherwise  disposed  of  for  profit,  whether 
or  not  after  change  in  form  by  process  of  manufacture.  Unless  the  pur- 
chaser is  a wholesaler,  retailer,  or  manufacturer  customarily  engaged  in  the 
business  of  selling  or  further  manufacturing  the  article  in  respect  to  which 
the  applicability  of  the  tax  is  in  question,  the  sale  to  such  purchaser  will  be 
deemed  to  be  for  consumption  or  use,  unless  the  contrary  is  clearly  shown. 
In  other  words,  a sale  to  one  who  buys  in  order  to  resell  is  not  a sale  for 
consumption  or  use. 

4781  Art.  6.1  Articles  taxpaid  under  other  acts. — (a)  The  tax  is  on  the 
sale  by  or  for  a dealer  or  his  estate,  when  any  of  the  enumerated 

articles  are  sold  for  consumption  or  use,  regardless  of  whether  or  not  a tax 
under  any  “other  law  has  been  previously  paid  on  such  articles. 
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4782  ( b ) Articles  in  respect  to  which  the  manufacturer’s  excise  tax  im- 
posed by  section  600  of  the  Revenue  Act  of  1917  has  been  paid  are 

taxable  under  section  907  when  sold  by  or  for  a dealer  or  his  estate  for  con- 
sumption or  use. 

4783  Art.  7.  Amount  of  the  tax. — The  amount  of  the  tax  is  1 cent  of 
each  25  cents  or  fraction  thereof  of  the  amount  paid  by  the  purchaser 

for  the  articles;  and  the  dealer,  after  exactly  determining  the  selling  price 
of  the  article,  must  affix  thereto  stamp  or  stamps  of  the  proper  denomination 
denoting  the  correct  amount  of  the  tax;  and  these  two  amounts,  being 
distinct  separate  entities,  must  be  clearly  shown  to  the  purchaser  to  be  the 
price  of  the  article  sold  and  the  amount  of  the  tax  due  thereon. 

4784  Proper  stamps  have  been  provided  for  the  purpose  of  paying  the 
tax.  They  will  be  furnished  in  the  following  denominations:  1 cent, 

2 cents,  3 cents,  4 cents,  5 cents,  8 cents,  10  cents,  20  cents,  and  40  cents. 

4785  They  will  be  placed  on  sale  in  the  office  of  collectors  of  internal 
revenue,  stamp  deputies,  post-offices  and  various  agencies  through- 
out each  collection  district. 

4786  An  article  sold  for  1 cent  to  25  cents  requires  stamp  1 cent; 

26  cents  to  50  cents  requires  stamp  2 cents; 

51  cents  to  75  cents  requires  stamp  3 cents; 

76  cents  to  $1.00  requires  stamp  4 cents; 

$1.01  to  $1.25  requires  stamp  5 cents; 

etc.,  etc. 

(See  Article  21,  in  regard  to  affixing  and  cancelling  stamps.) 

4787  Art.  8.  Sales  to  the  United  States  or  a State. — The  tax  applies 
to  the  sale  to  the  Government  of  articles  enumerated  in  this  section. 

Articles  sold  to  a State  or  political  subdivision  thereof  for  use  in  carrying  on 
its  governmental  operations  are  not  taxable. 

TOILET  PREPARATIONS. 

4788  Art.  9.  Toilet  preparations. — Section  907  includes  concentrated 

4556  extracts  or  essences  sold  to  the  user  to  be  used  in  connection  with 
the  toilet,  bath,  or  the  care  of  the  body,  or  upon  the  clothing  as  a 

perfume  or  toilet  article.  However,  concentrated  essences  sold  for  the  pur- 
pose of  making  toilet  articles,  but  not  for  use  as  such,  are  not  subject  to  the 
tax. 

4789  Toilet  soap  powders  are  expressly  exempted  by  the  act.  Toilet 
soaps  are  not  taxable  under  section  907,  but  they,  as  well  as  toilet 

soap  powders,  are  taxable  under  section  900  when  sold  by  the  manufacturer, 
producer,  or  importer. 

4790  Art.  10.  Containers. — The  tax  is  upon  the  combined  price  of  the 
container  and  its  contents.  The  containers  of  taxable  articles 

constitute  a part  of  the  article  sold  when  sold  filled  with  the  taxable  prepara- 
tion. 

MEDICINAL  PREPARATIONS. 

4791  Art.  11.  Medicinal  preparations:  Articles  included. — A medicine, 

4557  medicinal  preparation,  or  specific  is  a preparation  of  any  substance 
whatever  intended  to  be  applied  for  the  prevention,  cure,  or  mitiga- 
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tion  of  pain  or  disease  in  the  human  or  animal  body.  Medicinal  prepara- 
tions for  beasts,  when  the  same  would  be  taxable  if  used  by  man,  are  tax- 
able; thus,  for  example,  Arona,  National  Corn  Remover,  and  CriswelPs 
Jimson  Weed  Plasters  are  taxable.  But  sprays  to  be  applied  to  cows, 
horses,  and  other  animals,  to  keep  off  flies,  vermin,  etc.,  are  not  taxable. 
(See  Art.  17.) 

4792  Art.  12.  Medicinal  preparations:  Scope  of  tax. — Any  of  the  enu- 
merated articles  are  taxable  if: 

4793  ( a ) The  manufacturer  or  producer  claims  to  have  any  private 
formula,  secret  or  occult  art  for  making  or  preparing  the  same;  or 

4794  ( b ) The  manufacturer  or  producer  has  or  claims  to  have  any  exclu- 
sive right  or  title  to  the  making  or  preparing  the  same;  or 

4795  ( c ) They  are  prepared,  uttered,  vended,  or  exposed  for  sale  under 
any  letters  patent  or  trade-mark;  or, 

47  96  (J)  They  are  prepared  by  any  formula,  published  or  unpublished, 

and  are  held  out  or  recommended  to  the  public  by  the  makers, 
vendors,  or  proprietors  thereof  (1)  as  proprietary  medicines  or  medicinal 
proprietary  articles  or  preparations  or  (2)  as  remedies  or  specifics  for  any 
disease,  diseases,  or  affection  whatever  affecting  the  human  or  animal  body. 
4737  The  above  conditions  are  in  the  alternative.  Thus,  for  example,  if 
an  article  is  made  or  prepared  by  a manufacturer  claiming  to  have 
a private  formula,  secret  or  occult  art  for  it,  it  is  taxable,  even  though  it 
is  not  prepared,  uttered,  vended,  or  exposed  for  sale  under  any  letters  patent 
or  trade-mark,  and  it  is  not  held  out  or  recommended  to  the  public  as  a 
proprietary  medicine  or  medicinal  proprietary  article  or  preparation,  or  as 
a remedy  or  specific  for  any  disease  or  affection  of  the  human  or  animal 
body. 

4798  Art.  13.  Medicinal  preparations:  Under  formula. — Where  medi- 
cinal preparations  are  sold  under  labels  which  do  not  indicate  that 

the  formula  is  published  they  will  be  considered  to  be  prepared  under 
private  formulas,  unless  proof  is  submitted  that  the  formula  is  not  secret. 

4799  Art.  14.  Medicinal  preparations:  Under  exclusive  right. — If  an  ar- 
ticle is  advertised  under  the  name  of  the  manufacturer,  or  any  name 

in  the  possessive  case  is  used  on  the  label  or  in  the  literature  describing  the 
medicinal  preparation,  or  the  name  of  the  manufacturer  is  made  a part  of 
the  name  or  title,  or  any  intimation  is  otherwise  given  that  the  article  is 
of  distinctive  origin,  the  tax  is  imposed. 

4800  Art.  15.  Medicinal  preparations:  Under  letters  patent  or  trade- 
mark.— Medicinal  preparations  sold  under  letters  patentare  taxable. 

Where  medicinal  preparations  are  sold  under  what  appears  to  be  or  what  is 
intended  to  be  a trade-mark  appropriated  to  the  article,  the  tax  attaches. 
A coined  name  for  a particular  medicinal  preparation,  to  distinguish  it 
from  same  or  like  preparations  of  other  manufacture,  is  a trade-mark  under 
section  907,  and  amounts  to  a holding  out  of  that  preparation  as  proprietary. 

4801  Art.  16.  Medicinal  preparations:  held  out. — (a)  The  taxability  of 
a medicinal  preparation  is  determined  by  the  manner  in  which  it  is 

prepared  or  the  way  in  which  it  is  put  upon  the  market.  “Held  out  or 
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recommended”  includes  representation  by  any  means,  personal  canvass  and 
statements  on  the  labels,  in  pamphlets  and  in  advertisements,  or  otherwise. 
A holding  out  or  recommendation  intended  for  physicians  only  is  a holding 
out  to  the  public. 

4802  ( b ) Any  substance  or  preparation  sold  or  held  out  to  the  general  lay 
public  as  suitable  for  use  in  the  preparation  by  the  consumer  of  a 

remedy  or  medicinal  preparation  for  use  is  taxable,  even  though  not  capable 
of  use  as  a medicine  without  further  preparation. 

4803  (c)  The  tax  applies  to  a medicinal  preparation  held  out  by  the 
producer  to  the  public  as  a proprietary  medicine  or  as  a remedy  for 

disease,  even  if  it  is  an  uncompounded  natural  substance  merely  dried  or 
refined. 

4804  (d)  Many  articles  or  substances  which  are  not  usually  considered 
as  belonging  to  materia  medica  may  become  taxable  medicinal 

preparations  by  being  held  out  or  advertised  as  remedies  for  diseases 
affecting  the  human  or  animal  body;  thus,  boric  acid  when  held  out  as  a 
medicinal  preparation  or  sold  under  a trade-mark  as  a medicinal  preparation 
is  taxable,  and  licorice  put  up  in  sticks,  lozenges,  or  other  forms  suitable 
for  medicinal  purposes  and  sold  under  a trade-mark  is  subject  to  the  tax. 
(See  Art.  15.) 

PREPARATIONS  NOT  TAXABLE. 

4805  Art.  17.  Preparations  not  taxable. — (a)  Preparations  made  in  ac- 
cordance with  formulas  contained  in  the  United  States  Pharma- 
copoeia and  National  Formulary  by  pharmaceutical  manufacturers,  when 
not  held  out  or  recommended  as  proprietary  medicines  or  medicinal  pro- 
prietary articles  or  preparations,  or  as  remedies  or  specifics,  are  not  subject 
to  the  tax,  but  if  so  held  out  or  recommended  they  are  taxable,  although 
not  identified  by  any  name,  trade-mark,  or  otherwise. 

4806  ( b ) Food  preparations  as  distinguished  from  medicinal  prepara- 
tions are  not  taxable;  thus,  products  recommended  as  food  for  the 

sick  (other  than  as  remedies  or  specifics  for  an  ailment),  such  as  Thomp- 
son’s malted  milk,  malted  beef  peptone,  or  Horlick’s  malted  milk,  are  not 
taxable.  So,  too,  articles  and  preparations  commonly  known  as  stock  foods, 
avenarious  carbolineum,  mixed  feeds,  chicken  feeds,  etc.,  not  recommended 
or  held  out  as  remedies  or  specifics  for  affections  or  diseases,  but  as  feed 
only,  and  other  food  preparations,  whether  for  man  or  beast,  unless  held 
out  or  recommended  as  remedies  or  specifics  for  diseases  of  the  human  or 
animal  body,  are  not  taxable. 

4807  (c)  Poisons  and  exterminators  of  rodents  and  insects,  insecticides, 
disinfectants  (other  than  those  manufactured  and  sold  for  use  in  the 

treatment  of  wounds  or  as  cleansers  of  any  portion  of  the  human  or  animal 
body),  are  not  medicines  or  medicinal  preparations,  compounds,  or  com- 
positions within  the  meaning  of  this  section,  and  are  not  taxable. 

4808  (d)  Vaccines  and  bacterines  which  are  not  advertised  to  the  general 
lay  public,  and  all  serums  and  antitoxins,  are  specifically  exempted 

from  taxation. 

4809  ( e ) Natural  mineral  waters  and  table  waters,  and  artificial  mineral 
waters  (whether  carbonated  or  not),  and  other  carbonated  waters, 

are  not  taxable  under  section  907  if  intended  for  use  solely  as  beverages. 
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SALES  BY  PHYSICIAN. 

48 1 o Art.  18.  Sales  by  physician. — The  sale  by  the  physician  in  personal 
attendance  upon  the  patient  of  medicinal  preparations  not  adver- 
tised to  the  general  lay  public  is  not  taxable.  The  sale  by  the  physician 
must  be  when  he  is  in  personal  attendance  upon  the  patient  and  of  medicine 
actually  intended  for  consumption  or  use  by  the  patient.  The  sale  of  such 
articles  by  a druggist  upon  prescription  of  a physician  is  not  exempt.  If 
the  article  is  advertised  to  the  general  lay  public  it  is  taxable  even  when 
sold  by  a physician  in  personal  attendance  on  a patient. 

PRINTED  DIRECTIONS  OR  AUTOGRAPH. 

4811  Art.  19.  Printed  directions  or  autograph. — ( a ) Printing  on  the 
labels  the  directions  and  indications  for  use,  dosage,  and  other 

similar  matter  will  not  alone  render  preparations  made  under  a standard 
formula  taxable,  provided  the  preparation  is  not  held  out  or  recommended  as 
a proprietary  preparation  or  as  a remedy  or  specific. 

4812  ( b ) The  autographic  name  of  the  manufacturer  of  a medicinal 
preparation  printed  across  the  middle  of  the  label  is  not  a trade- 
mark under  section  907  and  does  not  amount  to  a holding  out  of  the  prepara- 
tion as  proprietary.  (But  see  Art.  14.) 

COLLECTION  OF  TAX. 

4813  Art.  20.  Collection  of  tax. — Payment  of  the  tax  shall  be  by  stamps 

4558  affixed  to  the  article  by  the  vendor,  the  cost  of  which  shall  be  reim- 

bursed to  the  vendor  by  the  purchaser.  Hence,  no  form  of  return  of 

tax  payment  is  required  from  the  dealer.  The  purchase  and  correct  affixing 
of  stamps  fulfills  the  law. 

AFFIXING:  AND  CANCELING  OF  STAMPS. 

4814  Art.  21.  Affixing  and  canceling  of  stamps. — Each  stamp  affixed  to 

3514  a taxable  article  must  be  canceled  in  such  a manner  as  to  prevent 

the  further  use  of  the  same.  If  possible,  the  stamp  should  be 
affixed  to  the  outside  of  the  package  or  container  of  the  taxed  commodity,  so 
that  upon  opening  the  same  the  stamp  will  be  destroyed.  The  initials  or 
the  name  of  the  vendor,  together  with  the  date  when  the  stamp  was  affixed 
or  canceled,  must  appear  upon  the  canceled  stamp.  This  shall  constitute 
the  act  of  cancellation  of  the  stamp.  Stamps  may  be  affixed  and  canceled 
by  the  manufacturer,  producer,  or  importer  of  the  taxed  articles,  or  the 
dealer,  in  advance  of  the  sale,  provided  the  selling  price  and  the  tax  thereon 
be  clearly  indicated  to  the  purchaser  in  such  manner  as  not  to  confuse  him. 

REDEMPTION  OF  STAMPS. 

4815  Art.  22.  Redemption  of  stamps. — Unused  stamps  may  be  re- 
deemed on  claim  executed  on  Form  46,  presented  by  the  owner, 

or  his  authorized  representative,  accompanied  by  the  stamps.  Such  claims 
should  show  that  the  claimant  is  the  owner  of  the  stamps  presented,  that 
they  were  purchased  from  the  Government  within  two  years  of  filing  claim, 
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and  that  the  stamps  are  unused,  explaining  any  cancellation  or  appearance 
of  having  been  used.  In  case  of  stamps  affixed  in  error  to  articles  not  tax- 
able or  in  excess  to  articles  taxable  and  unsold,  the  claims  should  be  accom- 
panied by  the  stamps,  which  should  be  detached  in  the  presence  of  a deputy 
collector,  or,  if  they  can  not  be  detached  and  filed,  by  a showing  of  that 
fact  and  by  the  deputy  collector’s  certificate  to  their  mutilation  or  destruc- 
tion by  him,  and  his  indorsement  thereon  that  claim  was  filed.  In  case  of 
sale  made  where  the  articles  or  sales  were  not  taxable  or  were  stamped  in 
excess,  refund  may  not  be  made  except  to  the  buyer  or  taxpayer.  Ihere  is 
no  authority  for  the  redemption  of  stamps  lost  or  stolen,  and  no  provision 
for  restamping  free  of  charge  where  stamps  become  lost  from  articles  or  where 
it  becomes  necessary  to  repack.  In  case  it  is  desired  to  repack  articles  to 
which  stamps  have  been  affixed  and  which  have  not  yet  been  sold  to  con- 
sumer or  user,  redemption  may  be  had  of  the  stamps  representing  the 
that  did  not  accrue,  the  stamps  to  be  redeemed  in  such  case  to  be  detached 
in  the  presence  of  a deputy  collector. 


EXTENSION  OF  EXISTING  STATUTES. 

4816  Art.  23.  Aids  to  collection  of  tax. — In  collecting  the  excise  taxes 
8002  the  commissioner  has  the  benefit  of  all  existing  internal-revenue 

8130  laws.  In  aid  of  the  enforcement  of  the  statute  the  commissioner 

may  require  any  person  to  keep  specified  records,  to  render  returns 
and  statements  as  directed,  to  submit  himself  and  his  books  to  examination, 
and  to  comply  with  such  regulations  as  may  be  prescribed. 

EXPORTS. 


4817  Art.  24.  Exemption  of  export  sale. — The  tax  does  not  attach  to 
4568  the  sale  of  an  article  which  is  either  (1)  shipped  direct  to  a foreign 
destination  by  the  manufacturer  himself  or  (2)  both  (a)  sold  by  him 
for  export  and  ( b ) in  due  course  so  exported  by  the  purchaser.  Where  a 
manufacturer  at  the  time  an  article  is  sold  or  shipped  (whichever  is  prior) 
has  in  his  possession  an  order  or  contract  of  sale  showing  in  writing  (1)  that 
the  manufacturer  is  to  export  the  article  or  (2)  that  the  purchaser  is  buying 
the  article  in  order  to  export  it  prior  to  its  being  used  or  subjected  to  further 
manufacture,  there  is  a presumption  that  the  sale  of  the  article  is  exempt 
from  tax,  as  an  export  sale,  and  the  manufacturer  may,  for  a period  of  six 
months  from  the  date  of  sale  or  shipment  (whichever  is  prior),  rely  on  such 
presumption.  This  presumption  becomes  conclusive  upon  the  manufac- 
turer’s receiving,  and  attaching  to  such  order  or  contract,  before  the  termina- 
tion of  such  period  of  six  months,  due  “proof  of  exportation”  (see  Art.  25) 
of  such  article.  On  the  other  hand,  if,  within  such  period  of  six  months,  the 
manufacturer  has  not  received,  and  attached  to  such  order  or  contract 
such  “proof  of  exportation,”  then  the  presumption  that  such  sale  is  an 
export  sale  disappears,  and  the  manufacturer  shall  include  a tax  on  the  sale 
of  such  article  in  his  return  for  the  month  in  which  such  period  of  six  months 
expires.  The  order  or  contract  of  sale  and  the  “proof  of  exportation”  must 
be  preserved  by  the  manufacturer  in  such  a way  as  to  be  readily  acces- 
sible for  inspection  by  internal-revenue  officers.  No  sale  shall  be  considered 
to  be  exempt  from  tax  under  section  1310  (c)  of  the  act  unless  its  character 
as  an  export  sale  has  been  established  in  accordance  with  the  above  pro- 
visions. 
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4818  Art.  25.  Proof  of  exportation. — By  the  term  “proof  of  exporta- 
tion” is  meant  (1)  an  affidavit  containing  the  following  information: 

The  name  and  address  of  the  manufacturer;  the  name  and  address  of  the 
exporter  (who,  if  not  the  manufacturer,  must  be  a person  who  has  purchased 
direct  from  the  manufacturer);  the  respective  dates  of  the  sale  (or  shipment, 
whichever  is  prior),  and  exportation  of  the  article;  the  price  for  which  pur- 
chased; the  fact  that  the  article  has  been  exported  by  the  manufacturer  or 
original  purchaser  without  having  been  used  or  subjected  to  further  manu- 
facture; the  name  of  the  port  of  foreign  destination;  the  name  and  address 
of  the  carrier  issuing  the  export  bill  of  lading;  and  any  further  information 
necessary  to  identify  the  article  sold  with  the  article  exported;  and  (2) 
attached  to  such  affidavit,  a copy  of  the  export  bill  of  lading,  or  a certificate 
by  the  agent  or  representative  of  the  export  carrier  showing  the  exportation 
of  the  article,  or,  if  exported  by  parcel  post,  a copy  of  the  certificate  of 
mailing. 

TRADE  WITH  POSSESSIONS  OF  UNITED  STATES. 

4819  Art.  26.  Trade  with  possessions  of  United  States. — A sale  which 
4559  results  in  the  shipment  of  articles  into  the  United  States  from  the 

Virgin  Islands  is  taxable  to  the  same  extent  as  a sale  of  articles 
within  the  United  States.  Articles  going  into  the  Virgin  Islands  from  the 
United  States  are  free  from  tax  in  the  United  States.  The  same  rules  apply 
to  trade  with  Porto  Rico  and  the  Philippine  Islands.  (See  sec.  1000  of  the 
Revenue  Act  of  1917  and  Sec.  V of  the  act  of  Aug.  4,  1909,  as  amended  by 
Sec.  IV,  Subdivision  C,  of  the  act  of  Oct.  3,  1913.)  The  tax  attaches,  how- 
ever, to  articles  shipped  to  other  possessions  of  the  United  States,  including 
the  Canal  Zone. 

PENALTIES. 

4820  Art.  27.  Penalties. — The  act  provides: 

Sec.  1307.  [1f8007.] 

Sec.  1102.  [13504-3507.] 

Sec.  1103.  [H3508-3513.] 

Sec.  1308.  [1(8008-801 1 .] 

Sec.  1319.  [114566.] 

AUTHORITY  FOR  REGULATIONS. 

4821  Art.  28.  Promulgation. — In  pursuance  of  the  statute  the  fore- 
8012  going  regulations  are  hereby  made  and  promulgated  and  all  rulings 

inconsistent  herewith  are  hereby  revoked. 

DANIEL  C.  ROPER, 
Commissioner  of  Internal  Revenue. 
Approved  May  9,  1919  [Released  May  14,  1919] 

CARTER  GLASS, 

Secretary  of  the  Treasury . 

4822  For  H4822  see  page  965. 

END  OF  REGULATIONS  51— TOILET  AND  MEDICINAL  PREPARATIONS. 
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4821  For  Tf  4821  see  page  963. 

IMPOSITION  OF  TAX. 

4822  Art.  1.  Effective  date. — The  tax  is  imposed  with  respect  to 
4528  articles  sold  on  or  after  May  1,  1919. 

4823  Art.  2.  Purchaser  is  liable. — The  law  imposes  the  tax  upon  the 
purchaser.  It  is  to  be  collected  from  him  by  the  dealer,  who  must 

repay  it  to  the  collector  of  internal  revenue,  but  see  Art.  4. 

4 824  Art.  3.  Who  is  the  dealer? — For  the  purpose  of  the  tax  and  as 
used  in  these  regulations,  the  term  “dealer”  means  any  individual, 
partnership,  association,  or  corporation,  and  the  estate  of  such  a dealer, 
engaged  in  the  business  of  selling  for  profit  any  of  the  enumerated  articles 
to  a purchaser  for  consumption  or  use.  Thus,  a dealer  may  be  a manu- 
facturer, jobber,  wholesaler,  retailer,  mail  order  house,  installment  house, 
trustee  in  bankruptcy,  receiver,  pawn-broker,  or  peddler,  if  the  sale  is  for 
consumption  or  use;  but  a casual  sale,  not  in  the  course  of  trade  or  business, 
by  an  individual,  of  any  of  the  enumerated  articles,  does  not  constitute  the 
vendor  a “dealer”  within  the  meaning  of  section  904.  An  auctioneer  or 
broker  is  a dealer  within  the  meaning  of  the  act  in  respect  to  all  sales  made 
by  him  of  articles  in  which  he  has  title,  but  not  in  respect  to  articles  which 
he  is  s.elling  as  an  agent. 

4825  Art.  4.  Dealer  responsible  for  tax. — Responsibility  for  collecting 
the  tax  is  imposed  upon  the  dealer,  on  all  sales  made  direct  by  him 

or  through  an  agent,  whether  a sales  agent,  broker,  or  auctioneer,  and  the 
dealer  must  pay  it  to  the  Collector  of  Internal  Revenue  (see  article  33). 
A receiver  or  trustee  in  bankruptcy  conducting  a business  under  court 
order  is  responsible  for  the  collection  of  the  tax  upon  articles  sold  by  him. 

4826  • | Failure  to  collect  the  tax  will  not  relieve  the  dealer  of  responsibility 

for  payment  thereof. 

4827  Art.  5.  Consumption  or  use. — The  tax  applies  to  goods  sold  for 
consumption  or  use.  An  article  sold  for  the  purpose  of  resale, 

either  in  the  original  or  in  an  altered  or  further  manufactured  form  or  for 
similar  profitable  disposition,  is  not  subject  to  tax  upon  such  sale. 

4828  However,  an  article  will  none  the  less  be  regarded  as  sold  for  con- 
sumption or  use  because  it  is  expected  to  realize  profit  from  its  use. 

An  article  purchased,  for  instance,  to  be  leased  or  rented,  or  for  furnishing 
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a building  to  be  leased  or  rented,  is  nevertheless  procured  for  consumption 
or  use  and  therefore  taxable. 

4829  Unless  the  purchaser  is  a wholesaler,  retailer,  or  manufacturer, 
customarily  engaged  in  the  business  of  manufacturing  or  selling  the 

article  in  respect  to  which  the  applicability  of  the  tax  is  questioned,  the  sale 
to  him  will  be  deemed  to  be  for  consumption  or  use,  unless  the  contrary  is 
clearly  shown. 

4830  Art.  6.  Basis  of  tax — Sale. — The  tax  is  on  the  sale  by  or  for  a 
dealer  or  his  estate,  of  any  of  the  articles  enumerated  in  section  904 

when  sold  for  consumption  or  use.  The  tax  is  payable  in  respect  to  a sale 
made,  whether  or  not  the  purchase  price  is  actually  collected,  but  see  art.  9. 

4831  Price. — The  tax  is  measured  by  the  price  for  which  the  article  is 
sold.  It  is  on  the  actual  sales  price  of  the  goods  sold  and  not  on  the 

list  price,  where  that  differs  from  the  sales  price.  The  tax  can  not  be  in- 
cluded in  the  selling  price,  but  must  be  billed  as  a separate  item. 

4832  Premiums . — The  giving  of  so-called  “premiums”  in  return  for 
wrappers,  labels,  coupons,  trading  stamps,  or  other  script  delivered 

in  connection  with  the  sale  of  a commodity,  is  a sale  by  a dealer  within 
the  meaning  of  section  904,  if  the  premium  is  within  the  class  of  articles 
enumerated  in  that  section.  In  such  cases  the  tax  attaches  at  the  time 
title  in  the  premium  passes  to  the  person  receiving  it  in  exchange-  for  such 
script,  and  is  to  be  computed  on  the  fair  market  value  of  the  premium  at 
such  time. 

4833  For  the  rule  when  an  article  is  within  the  language  of  two  or  more 
sections  of  the  statute,  each  imposing  a tax,  see  art.  32. 

4834  Art.  7.  Discounts  and  expenses. — A discount  for  cash  or  other 
discount  made  subsequently  to  the  sale  can  not  be  deducted  in 

computing  the  price  for  the  purpose  of  the  tax,  but  see  art.  6 as  to  goods 
sold  for  less  than  the  list  price. 

4835  Commissions . — Commissions  to  agents  and  other  expenses  of  sale 
are  not  deductible  from  the  price. 

4836  Delivery  charges. — If  articles  are  sold  and  the  delivery  charges  to 
point  of  delivery  are  paid  by  the  purchaser  as  a specific  item,  or  if 

they  are  sold  delivered  at  a sum  less  delivery  charges  to  be  paid  by  the 
purchaser,  such  charges  need  not  be  included  as  part  of  the  price  of  the 
goods;  but  if  the  dealer  sells  goods  at  a delivered  price,  and  himself  pays 
the  delivery  charges,  he  is  not  entitled  to  make  any  deduction  on  account 
of  the  inclusion  in  the  price  of  such  charges. 

4837  Art.  8.  Exchanges  and  refunds. — (a)  If  taxable  articles  are  sold 
and  subsequently  returned,  and  the  sale  entirely  rescinded,  no  tax 

is  payable;  and  if  paid  it  may  be  refunded  to  the  purchaser  and  the  dealer 
may  take  credit  therefor  in  the  return  for  the  month  in  which  the  refund 
is  made. 

4838  (b)  If  part  only  of  the  taxable  articles  sold  at  one  time  are  returned 
and  amount  paid  therefor  refunded  by  the  dealer,  or  if  taxable 

articles  are  sold  and  thereafter  exchanged  for  other  taxable  articles  at  a 
lower  price,  or  if  taxable  articles  are  sold  and  thereafter  exchanged  for 
other  taxable  articles  at  a higher  price,  the  purchaser  paying  the  difference, 
the  purchaser  must  pay  the  tax  on  the  second  sale,  and  the  dealer  shall  give 
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a credit  or  refund  to  the  purchaser  of  the  tax  paid  on  each  of  the  taxable 
articles  returned,  and  take  credit  therefor  in  the  return  for  the  month  in 
which  the  refund  is  made  or  credit  to  the  purchaser  allowed. 

4839  (c)  If  taxable  articles  are  sold  and  thereafter  exchanged  for  other 
articles  which  are  not  taxable,  and  credit  or  refund  is  allowed  by 

the  dealer  therefor,  no  tax  is  payable  on  the  first  or  second  sale;  and  if  already 
paid,  the  tax  on  the  first  sale  may  be  refunded  to  the  purchaser  and  the  dealer 
may  take  credit  therefor  in  the  return  for  the  month  in  which  the  tax  is 
refunded  or  credit  is  allowed  to  the  purchaser. 

4840  As  to  records  to  be  kept,  see  art.  33. 

4841  Art.  9.  When  tax  attaches. — The  tax  attaches  when  the  article  is 
sold;  that  is  to  say,  when  the  title  to  it  passes  from  the  dealer  to 

the  purchaser  pursuant  to  a previous  contract  of  sale  or  upon  a sale  with- 
out previous  contract.  When  title  passes  is  a question  of  fact  dependent 
upon  the  intention  of  the  parties  as  gathered  from  the  contract  of  sale  and 
the  attendant  circumstances.  Where  goods  are  segregated  from  other 
goods  owned  by  the  dealer  and  it  is  the  intention  of  both  the  dealer  and  the 
purchaser  at  the  time  the  goods  are  segregated  that  they  shall  then  belong 
to  the  purchaser,  the  title  will  be  presumed  to  pass  at  such  time.  In  the 
absence  of  an  intention  to  the  contrary  the  title  is  presumed  to  pass  upon 
delivery  of  the  article  to  the  purchaser  or  to  a carrier  for  the  purchaser.  In 
the  case  of  a conditional  sale,  where  the  title  is  reserved  in  the  dealer  until 
payment  of  the  purchase  price  in  full,  the  tax  attaches  (a)  upon  such  pay- 
ment, or  (b)  when  title  passes  if  before  completion  of  the  payments,  or  (c) 
when,  before  completion  of  the  payments,  the  dealer  disposes  of  the  sale 
by  charging  off,  by  any  method  of  accounting  he  may  adopt,  the  unpaid 
portion  of  the  contract  price. 

4842  Art.  10.  Sales  to  a State  or  subdivision  thereof.— Articles  sold 
to  a State  or  political  subdivision  thereof  for  use  in  carrying  on  its 

governmental  operations,  or  to  a State,  county,  or  municipal  institution, 
are,  when  paid  for  entirely  out  of  public  moneys,  exempt  from  tax. 

4843  Art.  11.  Second  hand  articles. — Articles  coming  within  the  enu- 
meration of  section  904  are  not  exempt  from  taxation  when  sold 

by  a dealer  for  consumption  or  use  at  second  hand,  or  after  being  used,  but 
tax  shall  be  paid  upon  the  taxable  portion  of  the  purchase  price  for  which 

sold. 

4844  Art.  12.  Repairs  and  alterations. — Ordinary  repairs  or  altera- 
tions are  not  taxable.  If,  however,  the  cost  of  making  alterations 

is  included  in  the  price  of  an  article  sold  for  consumption  or  use,  the  total 
price  must  be  considered  in  computing  the  tax. 

ARTICLES  SUBJECT  TO  TAX. 

(1)  Carpets  and  rugs,  including  fiber,  except  imported  and  American  rugs 
made  principally  of  wool,  on  the  amount  in  excess  of  $5  per  square  yard. 

4845  Art.  13.  For  the  purpose  of  the  tax,  carpets  and  rugs  shall  in- 

4529  elude  all  merchandise  commonly  or  commercially  known  as  carpets, 

rugs,  or  matting,  either  woven  or  felted,  and  whether  used  as  floor 
coverings  or  otherwise,  or  mats  when  used  as  floor  covering. 
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4846  The  act  expressly  exempts  from  taxation  imported  and  American 
rugs  made  principally  of  wool.  The  words,  “made  principally  of 

wool,”  shall  be  deemed  to  mean  that  the  wool  therein  is  the  chief  component 
material  in  value,  weight,  and  bulk.  Rugs  made  of  silk,  fiber,  cotton,  jute, 
linen,  hemp,  grasses  of  any  kind,  or  straw,  or  any  other  material  other 
than  principally  of  wool,  are  subject  to  tax. 

4847  A rug  shall  be  held  to  be  distinguishable  from  carpet  when  man- 
ufactured as  one  piece  or  made  by  the  manufacturer  from  breadths 

which  are  united  so  as  to  form  one  piece,  of  a distinctive  manufacture,  size, 
shape  and  design,  figured  or  plain.  Carpet,  when  sold  by  the  yard  and 
sewed  together  so  as  to  produce  a certain  size  or  design  desired  by  the  pur- 
chaser, shall  not  be  deemed  to  be  a rug  within  the  meaning  of  the  act,  and  is 
taxable,  even  though  made  principally  of  wool. 

4848  The  unit  of  measurement  is  the  square  yard.  Therefore  the  size 
of  a rug  or  the  quantity  of  carpet  shall  be  so  calculated  as  to  be 

capable  of  applying  the  tax  thereto  at  so  much  per  square  yard.  All 
lineal  yardage,  whether  the  strips  be  wider  or  narrower  than  36  inches, 
must  be  converted  into  square  measure.  For  example,  a lineal  yard  of 
carpet  of  the  ordinary  width  of  27  inches  contains  but  three-quarters  of  a 
square  yard.  If  such  carpet  is  sold  for  more  than  $3.75  per  lineal  yard,  it  is 
taxable,  because  $3.75  per  lineal  yard  is  equivalent  to  $5  per  square  yard. 
Fringe  will  not  be  considered  in  computing  the  yardage. 

4849  If  carpet  is  sold  at  a specified  price  per  yard  and  such  price  in- 
cludes sewing,  sizing,  or  laying,  the  tax  shall  attach  to  the  combined 

price  in  excess  of  $5  per  square  yard,  unless  the  sewing,  sizing,  or  laying 
is  billed  separately,  in  which  case  the  tax  attaches  only  to  the  price  of  the 
carpet  in  excess  of  $5  per  square  yard. 

4850  Exceptions . — Carpets  and  rugs  which  are  (1)  sold  for  $5  or  less 
per  square  yard,  or  which  are  (2)  made  of  fur  on  the  hide  or  pelt,  or 

of  which  such  fur  is  the  component  material  of  chief  value,  are  not  subject 
to  this  tax,  but  see  article  32. 

(2)  Picture  frames  on  the  amount  in  excess  of  $10  each. 

4851  Art.  14.  For  the  purpose  of  the  tax,  picture  frames  shall  include 

4530  shadow  boxes  and  any  frame  primarily  adapted  for  framing  a pic- 

ture, irrespective  of  the  use  to  which  actually  put.  Where  the 

glass,  mat,  and  frame  or  shadow  box,  are  sold  as  one  item,  the  tax  attaches 
to  the  amount  for  which  so  sold  in  excess  of  $10.  If  a painting  and  frame 
are  sold  as  one  item,  the  10  per  cent,  tax  imposed  by  section  902  of  the  act 
on  paintings  applies  to  the  total  selling  price  and  the  tax  on  frames  will  not 
apply.  See  article  32;  also  see  article  16,  regulations  48.  If  a frame  and 
picture  or  other  thing  framed,  not  a painting,  are  sold  as  one  item,  the  tax 
shall  be  computed  upon  the  value  of  the  frame  and  object  framed,  unless  the 
value  of  the  frame  can  be  separately  determined,  in  which  case  the  tax  shall 
be  computed  upon  the  value  of  the  frame. 

4852  Exceptions . — Picture  frames  which  are  sold  for  $10  or  less  each,  or 
which  are  made  of,  or  ornamented,  mounted,  or  fitted  with  precious 

metals  or  imitations  thereof,  or  ivory,  are  not  subject  to  this  tax,  but 
see  article  32.  The  exception  with  respect  to  articles  made  of  or  ornamented, 
mounted,  or  fitted  with  precious  metals  or  imitations  thereof,  or  ivory,  does 
not  apply  to  frames  merely  ornamented  or  overlaid  with  gold  or  silver  leaf 
or  paint,  which  are  subject  to  tax  under  these  regulations  as  frames. 
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(3)  Trunks,  on  the  amount  in  excess  of  $50  each. 

4853  Art.  15.  For  the  purpose  of  the  tax  the  term  “trunks”  shall  be 

4531  held  to  include  all  receptacles  which  are  commonly  or  commercially 
designated  as  trunks,  designed  to  be  used  wherein  to  convey  the 

effects  of  a traveler.  It  shall  not,  however,  be  held  to  include  articles  such 
as  hampers,  packing  boxes  or  cases,  not  chests  designed  to  be  used  wherein 
to  convey  tools,  medicine,  or  silver. 

4854  Exceptions. — Trunks  which  are  made  of,  or  ornamented,  mounted, 
or  fitted  with  precious  metals  or  imitations  thereof,  or  ivory,  or 

which  are  sold  for  $50  or  less  each,  are  not  subject  to  this  tax,  but  see 
article  32. 

(4)  Valises,  traveling  bags,  suit  cases,  hat  boxes  used  by  travelers,  and  fitted 
toilet  cases,  on  the  amount  in  excess  of  $25  each. 

4855  Art.  16.  For  the  purposes  of  the  tax  valises,  traveling  bags,  and 

4532  suit  cases  shall  include  all  receptacles  which  are  commonly  or  com- 
mercially designated  as  such  or’designed  to  be  used  wherein  to  carry 

in  the  hand  the  effects  of  a traveler.  Hat  boxes  shall  include  any  receptacle 
designed  to  be  used  wherein  to  convey  hats  in  traveling.  Fitted  toilet 
cases  shall  not  be  limited  in  meaning  to  those  designed  and  used  for  traveling 
purposes,  but  shall  include  all  receptacles  of  any  form  whatsoever  (other 
than  purses,  pocketbooks,  shopping  and  hand  bags,  as  defined  in  art.  17) 
designed  and  fitted  to  contain  toilet  articles. 

4856  Exceptions. — Valises,  traveling  bags,  suit  cases,  and  hat  boxes,  as 
above  defined,  and  fitted  toilet  cases,  which  are  sold  for  $25  or  less 

each,  or  which  are  made  of,  or  ornamented,  mounted,  or  fitted  with  precious 
metals  or  imitations  thereof,  or  ivory,  are  not  subject  to  this  tax,  but  see 
art.  32. 

(5)  Purses,  pocketbooks,  shopping  and  hand  bags,  on  the  amount  in  excess  of 
$7.50  each. 

4857  Art.  17.  For  the  purpose  of  the  tax  purses  shall  be  deemed  to  in- 

4533  elude  all  receptacles  used  for  carrying  money  on  or  about  the 
person.  The  term  “pocketbook”  is  broader  in  meaning  than 

“purse,”  and  includes  any  receptacle  other  than  a purse  for  carrying  money, 
papers,  cards,  memoranda,  etc.,  in  the  pocket  or  on  or  about  the  person. 
The  term  “shopping  and  hand  bags”  shall  include  all  bags,  whether  or  not 
fitted  with  toilet  articles,  designed  to  be  carried  in  the  hand  or  on  the  arm 
for  the  purpose  of  conveying  commodities  or  personal  effects;  but  it  shall  not 
include  articles  such  as  valises,  traveling  bags,  suit  cases,  and  fitted  toilet 
cases  mentioned  in  article  16.  The  fact  that  a purse,  pocketbook,  hand  or 
shopping  bag  is  fitted  with  or  for  toilet  articles  does  not  take  it  from  this 
subdivision  nor  make  it  taxable  under  the  provisions  of  article  16. 

4858  Exceptions . — Purses,  pocketbooks,  shopping  and  hand  bags  which 
are  (1)  sold  for  $7.50  or  less  each,  or  which  are  (2)  made  of,  or 

ornamented,  mounted,  or  fitted  with  precious  metals  or  imitations  thereof, 
or  ivory,  or  (3)  made  of  fur  on  the  hide  or  pelt,  or  of  which  any  such  fur 
is  the  component  material  of  chief  value,  are  not  subject  to  this  tax,  but 
see  art.  32. 
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(6)  Portable  lighting  fixtures,  including  lantps  of  all  kinds  and  lamp  shades, 
on  the  amount  in  excess  of  $25  each. 

4859  Art.  18.  For  the  purpose  of  the  tax,  portable  lighting  fixtures  and 

4534  portable  lamps  shall  be  deemed  to  include  all  lighting  devices 

ppH(  adapted  for  interior  illumination  and  not  designed  to  be  affixed 

permanently  in  one  location  and  all  articles  commonly  or  commercially 
known  as  such,  irrespective  of  the  principle  of  illumination  used.  A port- 
able lamp  and  shade  sold  jointly  will  be  regarded  as  a single  item,  for  taxing 
purposes,  but  a shade  pertaining  to  a portable  lamp  or  lighting  fixture,  if 
sold  separately,  will  be  taxable. 

4860  Exceptions . — Portable  lighting  fixtures,  lamps,  and  lamp  shades 
which  are  sold  for  $25  or  less  each,  or  which  are  made  of,  or  orna- 
mented, mounted,  or  fitted  with  precious  metals,  or  imitations  thereof,  or 
ivory,  are  not  subject  to  this  tax,  but  see  article  32. 

(7)  Umbrellas,  parasols,  and  sun  shades,  on  the  amount  in  excess  of  $4  each. 

4861  Art.  19.  For  the  purpose  of  the  tax,  umbrellas,  parasols,  and  sun 

4535  shades  shall  be  deemed  to  include  all  portable  or  collapsible  devices 
primarily  adapted  to  protect  the  person  from  the  rain  or  sun,  and 

carried  in  the  hand,  and  those  of  similar  design  and  character  attached  to 
vehicles,  etc. 

4862  Exceptions . — Umbrellas,  parasols,  and  sun  shades  which  are  sold 
for  $4  or  less  each,  or  which  are  made  of,  or  ornamented,  mounted, 

or  fitted  with  precious  metals  or  imitations  thereof,  or  ivory,  are  not  subject 
to  this  tax,  but  see  art.  32. 

(8)  Fans,  on  the  amount  in  excess  of  $1  each. 

4863  Art.  20.  For  the  purpose  of  the  tax,  fans  shall  be  deemed  to  in- 

4536  elude  those  articles  commonly  or  commercially  known  by  this 
name,  designed  to  produce  movements  of  the  air  by  waving  in  the 

hand. 

4864  Exceptions . — Fans  which  are  (1)  sold  for  $1  or  less  each,  or  which 
are  (2)  made  of,  or  ornamented,  mounted,  or  fitted  with  precious 

metals  or  imitations  thereof,  or  ivory,  or  (3)  made  of  fur  on  the  hide  or 
pelt,  or  of  which  any  such  fur  is  the  component  material  of  chief  value,  are 
not  taxable  under  this  subdivision,  but  see  art.  32. 

(9)  House  or  smoking  coats  or  jackets,  and  bath  or  lounging  robes,  on  the 
amount  in  excess  of  $7.50  each. 

4865  Art.  21.  For  the  purpose  of  the  tax,  house  and  smoking  coats  or 

4537  jackets,  and  bath  robes  shall  include  all  garments  which  are  com- 
monly or  commercially  known  by  these  designations.  “Lounging 

robes”  shall  include  all  other  men’s  and  women’s  garments  (except  kimonos 
as  defined  in  article  31),  designed  for  indoor  wear  only,  as  negligee  robes; 
thus,  breakfast  coats,  boudoir  gowns,  tea  gowns,  etc.,  are  taxable  as 
lounging  robes,  unless  clearly  embraced  within  the  definition  of  a kimono. 

4866  Exceptions. — House  or  smoking  jackets,  and  bath  or  lounging  robes 
which  are  sold  for  $7.50  or  less  each,  or  which  are  made  of  fur 

on  the  hide  or  pelt,  or  of  which  any  such  fur  is  the  component  material  of 
chief  value,  are  not  subject  to  this  tax,  but  see  art.  32. 
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(10)  Men’s  waistcoats,  sold  separately  from  suits,  on  the  amount  in  excess  of 

$5  each. 

4867  Art.  22.  For  the  purpose  of  the  tax,  men’s  waistcoats  (otherwise 
4538  termed  “vests”)  shall  include  all  articles  commonly  or  commer- 
cially known  as  such,  when  sold  separately  from  suits. 

4868  Exceptions. — Men’s  waistcoats  (1)  which  are  sold  for  $5  or  less 
each,  or  (2)  which  are  made  of  fur  on  the  hide  or  pelt,  or  of  which 

any  such  fur  is  the  component  material  of  chief  value,  or  (3)  which  are 
designed  and  primarily  adaptable  as  a part  of  a livery,  or  (4)  which  are 
designed  and  primarily  adaptable  as  a hunting  or  shooting  garment,  or  as 
a part  of  a riding  habit,  are  not  subject  to  this  tax,  but  see  art.  32. 

(1 1)  Women’s  and  misses’  hats,  bonnets,  and  hoods,  on  the  amount  in  excess  of 
$15  each. 

4869  Art.  23.  For  the  purpose  of  the  tax,  women’s  and  misses’  hats, 
4539j  bonnets,  and  hoods  include  all  such  articles  as  are  commonly  or 

commercially  known  by  any  of  these  designations,  and  all  hats, 
bonnets,  and  hoods  designed  to  be  worn  by  women  and  misses  14  years  of 
age  or  older. 

4870  Exceptions. — Women’s  and  misses’  hats,  bonnets,  and  hoods  (1) 
which  are  sold  for  $15  or  less  each,  or  (2)  which  are  made  of  fur 

on  the  hide  or  pelt,  or  of  which  such  fur  is  the  component  material  of  chief 
value,  or  (3)  which  are  designed  and  primarily  adaptable  as  a part  of  a 
livery,  or  (4)  which  are  designed  and  primarily  adaptable  for  use  as  a hunting 
or  shooting  garment  or  as  a part  of  a riding  habit,  are  not  subject  to  this 
tax,  but  see  art.  32. 

(12)  Men’s  and  boys’  hats,  on  the  airiount  in  excess  of  $5  each. 

4871  Art.  24.  For  the  purpose  of  the  tax,  men’s  and  boys’  hats  shall 

4540  include  any  headdress  designed  to  be  worn  by  men,  and  any  head- 
dress designed  to  be  worn  by  boys  of  6 years  of  age  or  older,  or  of 

sizes  6 Jf&jand  larger,  which  are  commonly  and  commercially  known  as  hats. 

4872  Exceptions. — Men’s  and  boys’  hats  (1)  which  are  sold  for  $5  or 
less  each,  or  (2)  which  are  made  of  fur  on  the  hide  or  pelt,  or  of 

which  any  such  fur  is  the  component  material  of  chief  value,  or  (3)  which 
are  designed  and  primarily  adaptable  as  a part  of  a livery,  or  (4)  which  are 
designed  and  primarily  adaptable  as  a hunting  or  shooting  garment,  or  as  a 
part  of  a riding  habit,  are  not  subject  to  this  tax,  but  see  article  32. 

(13)  Men’s  and  boys’  caps,  on  the  amount  in  excess  of  $2  each. 

4873  Art.  25.  For  the  purpose  of  the  tax,  men’s  and  boys’  caps  shall 

4541  include  all  articles  worn  by  men,  commonly  and  commercially 

known  as  caps,  having  a visor  but  no  brim,  and  all  such  articles 

designed  to  be  worn  by  boys  6 years  or  age  or  older,  or  sizes  6}/%  and  larger. 

4874  Exceptions . — Men’s  and  boys’  caps  (1)  which  are  sold  for  $2  or 

less  each,  or  (2)  which  are  made  of  fur  on  the  hide  or  pelt  or  of 

which  any  such  fur  is  the  component  material  of  chief  value,  or  (3)  which 
are  designed  and  primarily  adaptable  as  a hunting  or  shooting  garment, 
or  (4)  as  a part  of  a riding  habit,  are  not  subject  to  this  tax,  but  see  article  32. 
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(14)  Men’s,  women’s,  misses’,  and  boys’  boots,  shoes,  pumps,  and  slippers,  not 
including  shoes  or  appliances  made  to  order  for  any  person  having  a crippled  or 
deformed  foot  or  ankle,  on  the  amount  in  excess  of  $10  per  pair. 

4875  Art.  26.  For  the  purpose  of  the  tax,  men’s  and  women’s  boots, 

4542  shoes,  pumps,  and  slippers  shall  include  all  articles  of  whatever 
material  made,  commonly  or  commercially  known  by  any  of  these 

designations.  Similar  articles  for  boys  of  6 years  of  age  and  older  or  of  sizes  1 
and  larger,  and  for  misses  of  14  years  of  age  and  over  or  of  sizes  11  and 
larger,  are  taxable. 

4876  Shoes,  boots,  etc.,  although  having  buckles  or  other  ornaments  of 
precious  metal,  imitation  thereof,  or  ivory,  attached,  are  subject  to 

this  tax  on  the  entire  value  in  excess  of  $10  per  pair,  the  ornaments  not  being 
subject  to  tax  separately.  If  buckles  or  other  such  ornaments  are  sold 
separately  and  afterwards  attached,  the  ornaments  will  be  subject  to  tax 
separately  while  the  shoes,  boots,  etc.,  will  be  taxable  as  such  on  the  amount 
for  which  sold  in  excess  of  $10.  As  to  the  rate  of  tax  applicable  to  ornaments 
made  of  precious  metals,  or  imitations  thereof,  see  article  32. 

4877  Exceptions. — The  above  mentioned  articles  which  are  (1)  sold  for 
$10  or  less  per  pair,  or  (2)  which  are  made  of  fur  on  the  hide  or  pelt, 

or  of  which  such  fur  is  the  component  material  of  chief  value,  or  (3)  which 
are  designed  and  primarily  adapted  as  part  of  a livery,  are  not  subject  to 
this  tax,  but  see  article  32. 

4878  Express  exemption  from  taxation  under  this  subdivision  is  made 
of  any  shoe  or  appliance  made  to  order  for  any  person  having  a 

crippled  or  deformed  foot  or  ankle. 

(15)  Men’s  and  boys’  neckties  and  neckwear,  on  the  amount  in  excess  of  $2  each. 

4879  Art.  27. — For  the  purpose  of  the  tax,  men’s  and  boys’  neckties  and 

4543  neckwear  shall  include  cravats,  ties,  collars,  stocks,  neckerchiefs, 
mufflers,  scarfs,  and  other  articles  of  neckwear,  by  whatever  name 

known,  designed  to  be  worn  by  men  or  boys  of  6 years  of  age  and  over. 

4880  Exceptions. — Men’s  and  boys’  neckties  and  articles  of  neckwear 
(1)  which  are  sold  for  $2  or  less  each,  or  (2)  which  are  made  of  fur 

on  the  hide  or  pelt,  or  of  which  any  such  fur  is  the  component  material 
of  chief  value,  are  not  subject  to  this  tax,  but  see  article  32. 

(16)  Men’s  and  boys’  silk  stockings  or  hose,  on  the  amount  in  excess  of  $1  per 
pair. 

(17)  Women’s  and  misses’  silk  stockings  or  hose,  on  the  amount  in  excess  of  $2 
per  pair. 

4881  Art.  28.  The  tax  is  on  men’s  and  boys’  silk  stockings  or  hose,  on 

4544  the  amount  in  excess  of  $1  per  pair,  and  women’s  and  misses’  silk 

4545  stockings  or  hose,  on  the  amount  in  excess  of  $2  per  pair.  The  tax 
attaches  to  stockings  and  hose  for  men  and  women,  misses  14  years 

of  age  and  older,  and  boys  of  6 years  of  age  and  older,  including  in  the  case 
of  female  attire,  all  stockings  and  hose  of  sizes  8 and  larger,  and  in  the  case 
of  boys,  all  stockings  and  hose  of  sizes  7 and  larger. 

(18)  Men’s  shirts,  on  the  amount  in  excess  of  $3  each. 

4882  Art.  29.  For  the  purpose,  of  the  tax,  men’s  shirts  shall  include  all 

4546  garments  commonly  or  commercially  known  as  such,  ofjwhatever 
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material  made,  but  shall  not  include  undershirts  taxable  as  underwear. 

4883  Exceptions. — Shirts  sold  for  $3  or  less  each  are  not  subject  to  this 
tax;  also  see  article  32. 

(19)  Men’s,  women’s,  misses’,  and  boys’  pajamas,  nightgowns,  and  underwear, 
on  the  amount  in  excss  of  $5  each. 

4884  Art.  30.  For  the  purpose  of  the  tax,  men’s,  women’s,  misses’,  and 

4547  boys’  pajamas  and  nightgowns  shall  include  any  garment  commonly 
or  commercially  known  by  any  of  these  designations  for  men  or 

women,  for  misses  14  years  of  age  and  older,  and  for  boys  6 years  of  age 
and  older,  including  in  the  case  of  boys,  sizes  6 and  larger. 

4885  Underwear  shall  include  any  garment  worn  under  the  outer  dress, 
such  as  undershirts,  drawers,  pants,  bloomers,  union  suits,  com- 
bination suits,  tights,  camisoles,  corsets,  corset  covers,  brassieres,  chemises, 
and  vests.  This  list  is  by  no  means  intended  to  be  exhaustive,  but  merely 
to  give  a general  notion  of  the  wide  variety  of  articles  taxable.  Petticoats 
and  underskirts,  which  are  specially  taxed  under  subdivision  (20)  of  section 
904,  are  not  taxable  under  this  subdivision.  (See  art.  31  of  these  Regula- 
tions.) 

4886  Exceptions . — Any  of  the  above  enumerated  articles  which  are  sold 
for  $5  or  less  each,  or  which  are  made  of  fur  on  the  hide  or  pelt,  or 

of  which  any  such  fur  is  the  component  material  of  chief  value  are  not 
subject  to  this  tax,  but  see  article  32. 

(20)  Kimonos,  petticoats,  and  waists,  on  the  amount  in  excess  of  $15  each. 

4887  Art.  31.  For  the  purpose  of  the  tax,  kimonos  shall  include  (1) 

4548  all  garments  commonly  or  commercially  known  as  kimonos,  and 
(2)  all  apparel  made  in  accordance  with  the  so-called  Japanese 

style  of  garment  and  not  a modification  thereof,  such  as  is  taxable  under 
article  21.  Petticoats  and  waists  shall  include  underskirts  and  all  kinds  of 
waists,  whether  for  outer  wear  or  for  wear  under  another  outer  garment, 
and  all  other  garments  commonly  or  commercially  known  by  these  desig- 
nations. 

4888  Exceptions . — Any  of  the  above  enumerated  articles  which  are  sold 
for  $15  or  less  each,  or  which  are  made  of  fur  on  the  hide  or  pelt,  or 

of  which  such  fur  is  the  component  material  of  chief  value  are  not  subject 
to  this  tax,  but  see  article  32. 

EXCEPTIONS. 

4889  Art.  32.  When  an  article  is  within  the  language  of  two  or  more 

4549  sections  of  the  statute,  by  each  of  which  a tax  is  imposed,  the  article 
shall  not  be  doubly  taxed,  but  shall,  as  a general  rule,  be  held 

taxable  under  that  section  which  contains  the  more  specific  description; 
thus,  subdivision  14  of  section  905  (a)  imposes  a tax  on  shoes  and  section 
905  imposes  a tax  on  articles  made  of,  or  ornamented,  mounted,  or  fitted 
with  precious  metals  or  imitations  thereof,  or  ivory.  A pair  of  leather  shoes 
ornamented  with  gold  buckles  would  fall  within  the  terms  of  both  these 
sections;  but  the  description  “shoes,”  being  the  more  specific,  would  be  the 
controlling  description  for  taxable  purposes.  (See  art.  26  of  these  Regula- 
tions.) 
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4890  While  this  is  the  general  rule,  the  statute  makes  certain  broad 
exceptions.  As  an  illustration  of  the  exceptions  made  by  the 

statute  the  case  of  fans  may  be  taken.  Fans  are  taxable  as  such  under 
paragraph  (8)  of  section  904  (a).  They  are  also  within  the  language  of 
section  905  when  made  of,  or  ornamented,  mounted,  or  fitted  with  precious 
metals  or  imitations  thereof,  or  ivory.  In  the  absence  of  statutory  pro- 
vision to  the  contrary  the  description  “fans,”  being  the  more  specific,  would 
control,  but  subdivision  (b)  of  section  904  specifically  provides  that  articles 
enumerated  in  paragraphs  (2)  to  (8),  both  inclusive,  of  section  904  (a), 
when  made  of,  or  ornamented,  mounted,  or  fitted  with  precious  metals  or 
imitations  thereof,  or  ivory,  shall  not  be  subject  to  the  tax  imposed  by  sec- 
•tion  904;  and  this  specific  exclusion  (so  far  as  the  articles  which  it  covers  are 
concerned)  reverses  the  above-mentioned  general  rule,  and  makes  the  less 
specific  description  apply.  For  instance,  a fan,  being  one  of  the  articles 
specifically  exempted  from  taxation  under  section  904,  when  made  of,  or 
ornamented,  mounted  or  fitted  with  precious  metals  or  imitations  thereof, 
or  ivory,  is  taxable  under  section  905  at  the  rate  of  5 per  cent,  of  the  full  sales 
price  and  not  under  subdivision  (8)  of  section  904  (a).  (See  art.  20  of  these 
Regulations.)  And  any  other  article  which  is  made  of,  or  ornamented, 
mounted,  or  fitted  with  precious  metals  or  imitations  thereof,  or  ivory,  if 
it  is  one  of  the  articles  enumerated  in  paragraphs  (2)  to  (8),  inclusive,  of 
section  904  (a)  (arts.  14  to  20,  inclusive,  of  these  Regulations),  is  not  sub- 
ject to  tax  under  section  904.  Of  course,  a fan  or  any  other  article  enum- 
erated in  paragraphs  (2)  to  (8),  inclusive,  of  section  904,  which  is  not 
made  of,  or  ornamented,  mounted,  or  fitted  with  precious  metals  or 
imitations  thereof,  or  ivory,  and  which  is  not  within  either  of  the  other 
exceptions  made  by  section  904  (b),  is  taxable  under  section  904. 

4891  Of  the  other  exceptions  made  by  section  904  (b),  one  relates  to 
articles  made  of  fur  on  the  hide  or  pelt,  or  of  which  any  such  fur  is 

the  component  material  of  chief  value  (an  article  will  not  be  regarded  as 
within  this  exception  unless  fur  is  that  component  material  which  is  not 
exceeded  in  value  by  any  other  single  component  material  in  the  article); 
the  other  relates  to  articles  enumerated  in  subdivisions  (17)  and  (18)  of 
section  900.  Of  these  two  subdivisions,  (17)  relates  to  liveries  and  livery 
boots  and  hats,  and  (18)  relates  to  hunting  and  shooting  garments  and 
riding  habits.  These  exceptions  are  not  limited  to  any  particular  sub- 
divisions of  section  904  (a),  but  relate  to  them  all.  Therefore  any  article 
whatever,  which  is  made  principally  of  fur  on  the  hide  or  pelt,  or  of  which 
any  such  fur  is  the  component  material  of  chief  value,  or  which  is  enumer- 
ated in  subdivision  (17)  of  section  900  of  the  statute,  covering  liveries  and 
livery  boots  and  hats,  or  in  subdivision  (18)  of  section  900,  covering  hunting 
and  shooting  garments  and  riding  habits,  is  not  subject  to  tax  under  these 
Regulations,  but  to  the  10  per  cent,  tax  on  the  full  sales  price  imposed  by 
section  900  of  the  statute.  (See  arts.  29,  30,  and  31  of  Regulations  No.  47.) 

4892  It  will  sometimes  happen  that  the  same  article  is  within  more  than 
one  of  the  exceptions  specified  by  section  904  (b)  of  the  statute. 

The  rule,  that  the  more  specific  description  governs,  again  applies.  Either 
of  the  other  designations  (that  is,  furs,  liveries,  or  hunting  garments) 
covered  by  the  several  exceptions,  is  more  specific  than  that  relating  to 
articles  made  of,  or  ornamented,  mounted,  or  fitted  with,  precious  metals 
or  imitations  thereof,  or  ivory.  This  latter  is  also  the  only  designation 
covering  a tax  of  5 per  cent,  on  the  full  sales  price.  All  the  other  desig- 
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nations  covered  by  the  exceptions  cover  a tax  of  10  per  cent,  on  the  full  sales 
price.  It  accordingly  follows  that  if  any  article  is  within  more  than  one 
exception  specified  by  sec.  904  (b),  it  is  subject  to  a 10  per  cent,  tax  on  its 
full  sales  price.  It  is  only  when  it  is  within  the  exception  relating  to  articles 
made  of,  or  ornamented,  mounted,  or  fitted  with  precious  metals,  or  imi- 
tations thereof,  or  ivory,  solely,  that  the  tax  at  the  rate  of  5 per  cent,  on  the 
full  sales  price  applies.  Take,  for  example,  purses.  A leather  purse  with- 
out ornaments  of  precious  metal,  etc.,  would  not  be  within  any  of  the 
exceptions  and  if  sold  for  more  than  $7.50  would  be  taxable  on  the  excess 
of  the  sales  price  over  that  amount,  under  paragraph  (5)  of  section  904  (a), 
simply  as  a purse.  Next,  take  a leather  purse  with  gold  ornaments.  The 
gold  ornaments  would  bring  it  within  the  exception  relating  to  articles 
ornamented  with  precious  metals,  etc.,  and  it  would,  therefore,  be  subject 
to  tax  of  5 per  cent,  of  the  full  sales  price.  Now,  take  a purse  made  prin- 
cipally of  fur,  or  of  which  fur  is  the  component  of  chief  value.  It  would 
be  within  the  exception  covering  articles  made  of  fur,  etc.,  and  would  be 
subject  to  a tax  of  10  per  cent,  of  the  full  sales  price.  Even  though  this 
latter  purse  were  also  ornamented  with  precious  metals,  it  would  still  be 
subject  to  the  same  tax  as  an  article  made  of  fur,  since  the  designation 
covering  articles  made  of  fur  takes  precedence  over  that  covering  articles 
ornamented  with  precious  metals,  etc. 

4893  In  short,  an  article  which  is  within  any  of  the  specific  designations 
of  section  904  (a)  of  the  statute  is  subject  to  the  tax  imposed  there- 
by, unless  it  is  covered  by  any  of  the  exceptions  enumerated  in  section 
904  (b).  If  it  is  covered  by  the  exception  relating  to  articles  ornamented 
with  precious  metals,  etc.,  it  is  not  subject  to  tax  under  section  904  (a), 
but  to  a tax  of  5 per  cent,  of  the  full  sales  price  under  section  905.  If  it  is 
within  either  of  the  other  exceptions,  even  though  it  is  also  within  that 
relating  to  articles  ornamented  with  precious  metals,  etc.,  it  is  subject 
to  a tax  of  10  per  cent,  of  the  full  sales  price  under  section  900  of  the  statute. 

RETURN  AND  PAYMENT  OF  TAX. 

4894  Art.  33.  Accordingly,  every  person  liable  for  the  tax  in  respect 

4550  to  the  sale  of  any  of  the  articles  enumerated  in  section  904,  must 

5513  make  monthly  returns  under  oath  in  duplicate  (except  that  if  the 

8012  amount  of  the  tax  covered  thereby  is  not  in  excess  of  $10,  such 

8013  returns  may  be  signed  and  acknowledged  before  two  witnesses 
instead  of  under  oath),  and  pay  the  taxes  imposed  on  such  articles 

to  the  collector  of  internal  revenue  for  the  district  in  which  his  principal 
place  of  business  is  located.  Branch  houses  should  in  general  make  reports 
to  the  parent  house,  which  is  required  to  include  the  sales  of  the  branch 
house  in  its  return.  An  itinerant  dealer  should  make  return  and  pay  the 
tax  to  the  collector  of  the  district  where  the  sales  are  made.  The  returns 
shall  be  made  on  Form  728  B.  Instructions  for  preparing  the  return  will 
be  found  on  the  back  of  the  form.  The  returns  are  to  be  rendered  and  the 
tax  paid  on  or  before  the  last  day  of  each  month  covering  the  transactions 
of  the  preceding  month,  the  first  return  to  cover  all  transactions  from  May 
1,  1919,  to  May  31,  1919,  both  inclusive,  and  to  be  made  on  or  before  June 
30,  1919.  If  the  tax  is  not  so  paid,  liability  to  the  5 per  cent,  penalty  and 
interest  at  the  rate  of  1 per  cent,  for  each  full  month,  from  the  time  when  the 
tax  becomes  due  will  be  incurred.  The  books  of  every  person  liable  to  the 
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tax  shall  be  open  at  all  times  for  the  inspection  of  examining  internal- 
revenue  officers,  and  each  such  person  shall  keep  an  account  showing  the 
amount  of  tax  liability  upon  the  sales  of  taxable  articles  and  the  credits  or 
refunds  claimed  under  article  8 of  these  Regulations.  As  to  penalty  for 
failure  to  file  return  in  time  and  penalties  in  general,  see  article  41.  As  to 
credits  for  overpayments,  see  article  35. 

4895  All  rulings  in  conflict  herewith  are  hereby  revoked. 

EXTENSION  OF  EXISTING  STATUTES. 

4896  Art.  34.  Aids  to  collection  of  tax. — In  collecting  the  excise  taxes 
8002  the  Commissioner  has  the  benefit  of  all  existing  internal-revenue 

laws.  In  aid  of  the  enforcement  of  the  statute  the  Commissioner 
may  require  any  person  to  keep  specified  records,  to  render  returns  and 
statements  as  directed,  to  submit  himself  and  his  books  to  examination, 
and  to  comply  with  such  regulations  as  may  be  prescribed.  As  to  returns, 
records,  and  examinations,  see  article  33  and  article  37.  See  further 
sections  903  and  1312  (4)  of  the  statute. 

CREDITS  AND  REFUNDS. 

4897  Art.  35.  Credits  and  refunds. — If  a dealer  overpays  the  tax  due 

4567  with  one  monthly  return,  he  may  take  credit  for  the  overpayment 
8014  against  the  tax  due  with  a succeeding  return.  See  articles  7 and  8. 

If  he  sells  on  credit,  he  shall  return  and  pay  the  tax  as  of  the  time  of 
the  sale,  but  may  defer  collection  of  it  from  the  purchaser.  If  he  does  so 
he  may,  if  necessary,  sue  the  purchaser  to  recover  the  tax.  See  article  8 
as  to  refunds  to  purchasers.  See  article  33  as  to  returns. 

EXPORTS. 

4898  Art.  36.  Exemption  of  export  sales. — The  tax  does  not  attach  to 

4568  the  sale  of  an  article  which  is  either  (1)  shipped  direct  to  a foreign 
destination  by  the  dealer  himself  or  (2)  both  (a)  sold  by  him  for 

export  and  (b)  in  due  course  so  exported  by  the  purchaser.  Where  a dealer 
at  the  time  an  article  is  sold  or  shipped  (whichever  is  prior)  has  in  his 
possession  an  order  or  contract  of  sale  showing  in  writing  (1)  that  the  dealer 
is  to  export  the  article,  or  (2)  that  the  purchaser  is  buying  the  article  in 
order  to  export  it  prior  to  its  being  used,  there  is  a presumption  that  the 
sale  of  the  article  is  exempt  from  tax,  as  an  export  sale,  and  the  dealer  may, 
for  a period  of  six  months  from  the  date  of  sale  or  shipment  (whichever  is 
prior),  rely  on  such  presumption.  This  temporary  presumption  becomes  a 
permanent  presumption  upon  the  dealer’s  receiving  and  attaching  to  such 
order  or  contract,  before  the  termination  of  such  period  of  six  months,  due 
“proof  of  exportation’4  (see  article  37)  of  such  article.  On  the  other  hand, 
if,  within  such  period  of  six  months,  the  dealer  has  not  received  and  attached 
to  such  order  or  contract,  such  “proof  of  exportation,”  then  the  temporary 
presumption  that  such  sale  is  an  export  sale  disappears,  and  the  dealer  shall 
include  a tax  on  the  sale  of  such  article  in  his  return  for  the  month  in  which 
such  period  of  six  months  expires.  The  order  or  contract  of  sale  and  the 
“proof  of  exportation”  must  be  preserved  by  the  dealer  in  such  a way  as  to 
be  readily  accessible  for  inspection  by  internal  revenue  officers.  No  sale 
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shall  be  considered  to  be  exempt  from  tax  under  section  1310  (c)  of  the  act 
unless  its  character  as  an  export  sale  has  been  established  in  accordance 
with  the  above  provisions. 

4899  Art.  37.  Proof  of  exportation. — By  the  term  “proof  of  exporta- 
tion” is  meant:  (1)  An  affidavit  containing  the  following  informa- 
tion: The  name  and  address  of  the  dealer,  the  name  and  address  of  the 
exporter  (who,  if  not  the  dealer,  must  be  a person  who  has  purchased  direct 
from  the  dealer),  the  respective  dates  of  the  sale  or  shipment  (whichever 
is  prior)  and  exportation  of  the  article,  the  price  for  which  purchased,  the 
fact  that  the  article  has  been  exported,  by  the  dealer  or  original  purchaser 
without  having  been  used,  the  name  of  the  place  of  foreign  destination,  the 
name  and  address  of  the  carrier  issuing  the  export  bill  of  lading,  and  any 
further  information  necessary  to  identify  the  article  sold  with  the  article 
exported;  and,  (2)  attached  to  such  affidavit,  a copy  of  the  export  bill  of 
lading  or  a certificate  by  the  agent  or  representative  of  the  export  carrier 
showing  the  exportation  of  the  article,  or,  if  exported  by  parcels  post,  a 
copy  of  the  certificate  of  mailing. 

FRACTIONAL  PART  OF  CENT. 

4900  Art.  38.  When  fractional  part  of  cent  may  be  disregarded. — In 

8016  the  payment  of  taxes,  and  in  each  step  or  computation  necessary 
in  determining  the  amount  of  the  tax,  a fractional  part  of  a cent 

may  be  disregarded  unless  it  amounts  to  one-half  cent  or  more,  in  which 
case  it  shall  be  increased  to  1 cent. 

MEDIUM  OF  PAYMENT  OF  TAX. 

4901  Art.  39.  Payment  of  tax  by  uncertified  checks. — Collectors  may 

8017  accept  uncertified  checks  in  payment  of  excise  taxes,  provided  such 
checks  are  collectible  at  par;  that  is,  for  their  full  amount,  without 

any  deduction  for  exchange  or  other  charges.  The  collector  will  stamp 
on  the  face  of  each  check  before  deposit  the  words  “This  check  is  in  payment 
of  an  obligation  to  the  United  States  and  must  be  paid  at  par.  No  protest.” 
with  his  name  and  title.  The  day  on  which  the  collector  receives  the  check 
will  be  considered  the  date  of  payment  so  far  as  the  taxpayer  is  concerned, 
unless  the  check  is  returned  dishonored.  If  one  check  is  remitted  to  cover 
two  or  more  persons’  taxes,  the  remittance  must  be  accompanied  by  a letter 
of  transmittal  stating  ( a ) the  name  of  the  drawer  of  the  check,  ( b ) the 
amount  of  the  check,  ( c ) the  amount  of  any  cash,  money  order,  or  other 
instrument  included  in  the  same  remittance,  (d)  the  name  of  each  person 
whose  tax  is  to  be  paid  by  the  remittance,  (e)  the  amount  of  the  payment 
on  account  of  each  person,  and  (/)  the  kind  of  tax  paid. 

4902  Art.  40.  Procedure  with  respect  to  dishonored  checks. — If  the 

bank  on  which  any  such  check  is  drawn  should  refuse  to  pay  it  at 
par,  the  check  should  be  returned  through  the  depositary  bank  and  be 
treated  in  the  same  manner  as  a bad  check.  All  expenses  incident  to  the 
attempt  to  collect  such  a check  and  the  return  of  it  through  the  depositary 
bank  must  be  paid  by  the  drawer  of  the  check  to  the  bank  on  which  it  is 
drawn,  since  no_deduction  can  be  made  from  amounts  received  in  payment 
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of  taxes.  See  section  3210  of  the  Revised  Statutes.  If  any  taxpayer  whose 
check  has  been  returned  uncollected  by  the  depositary  bank  should  fail  at 
once  to  make  the  check  good,  the  collector  should  proceed  to  collect  the  tax 
as  though  no  check  had  been  given.  A taxpayer  who  tenders  a certified 
check  in  payment  for  taxes  is  also  not  released  from  his  obligation  until  the 
check  has  been  paid.  See  chapter  191  of  the  act  of  March  2,  1911. 

PENALTIES. 

4903  Art.  41.  Penalties. — Any  person,  including  an  officer  or  employee 
8008  of  a corporation  and  a member  or  employee  of  a partnership  in  the 
course  of  his  duty,  who  fails  to  pay  or  collect  a tax  or  to  make  a re- 
turn, is  liable  to  a penalty  of  $1,000.  If  his  failure  is  willful,  or  he  otherwise 
tries  to  evade  the  tax,  he  is  guilty  of  a misdemeanor,  and  liable  to  a fine  of 
$10,000  and  imprisonment  for  a year.  If  his  failure  is  willful,  he  is  also 
liable  to  the  addition  to  the  tax  of  a 100  per  cent,  penalty,  except  that  the 
penalty  is  50  per  cent,  for  a fraudulent  return.  Section  3176  of  the  Revised 
Statutes,  as  amended  by  section  1317  of  the  revenue  act  of  1918,  provides 
[1f8085]: 


MISREPRESENTATION  OF  TAX. 

4904  Art.  42.  Misrepresentation  of  tax. — If  a dealer  misrepresents  the 

4566  tax,  he  is  guilty  of  a misdemeanor  and  is  liable  to  a fine  of  $1,000 

and  to  imprisonment  for  a year.  This  provision  is  designed,  among 
other  things,  to  prevent  a dealer  adding  more  than  the  amount  of  the  tax 
to  the  price  of  an  article  and  representing  that  the  increase  is  due  to  the  tax. 

AUTHORITY  FOR  REGULATIONS. 

4905  Art.  43.  Promulgation  of  regulations. — In  pursuance  of  the  statue 
8012  the  foregoing  regulations  are  hereby  made  and  promulgated  and  all 

rulings  inconsistent  herewith  are  hereby  revoked. 

DANIEL  C.  ROPER, 
Commissioner  of  Internal  Revenue. 
Approved,  May  14,  1919  [Released  May  16,  1919]: 

R.  C.  LEFFINGWELL, 

Acting  Secretary  of  the  Treasury. 
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Alterations,  repairs 12 

Appliances  for  cripples 26 

Articles,  resale  of 5 

Articles,  secondhand 11 

Articles  subject  to  tax 13 

Articles  purchased  to  be  leased  or  rented 5 

Auctioneer,  sales  by 3-4 

Authority  for  regulations 43 

Bags,  hand 17 

Bags,  shopping 17 

Bags,  traveling 16 
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EXCISE  TAX  REGULATIONS. 


[The  references  are  to  articles  beginning  at  If  4822.] 

Art. 

Basis  of  tax 6 

Bath  robes 21 

Billing  the  tax 6 

Bonnets,  women’s  and  misses’ 23 

Boots 26 

Boots,  cripples’ 26 

Boxes,  hat,  used  by  travelers 16 

Broker 3-4 

Caps,  men’s  and  boys’ 25 

Carpets 13 

Cases,  fitted,  toilet 16 

Cases,  suit 16 

Casual  sale  not  taxable 3 

Charges,  delivery,  as  affecting  price 7 

Checks,  dishonored,  procedure  with  respect  to 40 

Checks,  payment  of  tax  by  uncertified 39 

Checks,  procedure  with  respect  to  dishonored 40 

Coats,  house 21 

Coats,  smoking 21 

Collection  of  tax,  aids  to 34 

Collect  tax,  failure  to 4 

Commissions  not  deductible  from  sale  price 7 

Consumption  or  use,  sales  for,  as  basis  of  tax 5 

Credits  and  refunds  of  tax 35 

Cripples’  boots 26 

Cripples’  shoes  or  appliances 26 

Date,  effective,  of  tax 1 

Dealer,  itinerant,  payment  of  tax  by 33 

Dealer  responsible  for  tax 4 

Dealer,  who  is  the 3 

Deformed  foot  or  ankle,  shoes  and  appliances  for 26 

Delivery  charges  as  affecting  tax 7 

Discounts  and  expenses  as  affecting  tax 7 

Dishonored  checks,  procedure  with  respect  to 40 

Effective  date  of  tax 1 

Exchanges  of  goods 8 

Exemption  of  export  sales 36 

Exemptions  from  tax 32 

Exempt,  rugs  made  of  wool 13 

Existing  statutes,  extension  of 34 

Expenses,  discounts  and 7 

Exports , . , . 36 

Export,  proof  of 37 

Extension  of  existing  statutes 34 

Failure  to  collect  tax 4 

Fans . 20 

Fiber  carpets 13 

Fiber  rugs 13 

Fitted  toilet  cases 16 

Fixtures,  portable  lighting 18 

Fractional  part  of  cent  disregarded,  when 38 

Frames,  picture 14 

Gowns,  night 30 

Hand  bags 17 

Hat  boxes  used  by  travelers 16 

Hats,  men’s  and  boys’ 24 

Hats,  women’s  and  misses’ 23 

Hoods,  women’s  and  misses’ 23 

Hose,  silk 28 

Housecoats.# 21 

House  jackets y ...  . 21 

Imposition  of  tax 1 

Jackets,  house 21 
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EXCISE  TAX  REGULATIONS. 


[The  references  are  to  articles  beginning  at  If  4822.] 

Art. 

Jackets,  smoking 21 

Kimonos 21-31 

Lamps 18 

Lamp  shades 18 

Leased,  articles  purchased  to  be 5 

Liable  for  tax,  purchaser  is 2 

Lighting  fixtures,  portable 18 

Lounging  robes 21 

Medium  of  payment  of  tax 39 

Measure  of  tax 6 

Misrepresentation  of  tax 42 

Neckties,  men’s  and  boys’ 27 

Neckwear,  men’s  and  boys’ 27 

Nightgowns 30 

Pajamas 30 

Parasols * . i 19 

Payment  of  tax  by  uncertified  checks 39 

Payment  of  tax,  medium  of 39 

Payment  of  tax,  return  and 33 

Penalties 41 

Petticoats 31 

Picture  frames 14 

Pocketbooks 17 

Portable  lighting  fixtures 18 

Premiums,  articles  given  as,  taxable 6 

Price — as  basis  of  tax 6 

Procedure  with  respect  to  dishonored  checks 40 

Promulgation  of  regulations 43 

Proof  of  export 37 

Pumps,  men’s,  women’s,  etc 26 

Purchaser  is  liable  for  tax 2 

Purses 17 

Receiver  responsible  for  tax 3 

Refunds,  credits  and,  of  tax 35 

Regulations,  authority  for 43 

Regulations,  promulgation  of 43 

Rented,  articles  purchased  to  be 5 

Repairs  and  alterations 12 

Resale,  articles  procured  for 5 

Responsible  for  tax,  dealer 4 

Return  and  payment  of  tax 33 

Robes,  bath 21 

Robes,  lounging 21 

Rugs 13 

Rugs,  made  of  wool  exempt 13 

Sale 6 

Sale,  casual 3 

Sales  to  a subdivision  of  a State 10 

Sales  to  a State 10 

Secondhand  articles 11 

Shades,  lamp 18 

Shades,  sun 19 

Shoes 26 

Shoes  for  cripples 26 

Shirts 29 

Shopping  bags 17 

Silk  hose 28 

Silk  stockings 28 

Slippers 26 

Smoking  coats 21 

Smoking  jackets 21 

State,  sales  to 10 

Statutes,  extension  of  existing 34 

Stockings,  silk 28 
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EXCISE  TAX  REGULATIONS. 

[The  references  are  to  articles  beginning  at  ^ 4822. 1 

Art. 

Suitcases >. 16 

Sunshades. . . . V.; ........... 19 

Tax,  aids,  to  collection  of 34 

Tax,  articles  subject  to 13 

Tax  attaches,  when 9 

Tax,  basis  of 6 

Tax,  billing  the 6 

Tax  collected  by  dealer 2 

Tax,  dealer  responsible  for 4 

Tax,  effective  date  of 1 

Tax,  failure  to  collect 4 

Tax,  imposition  of 1 

Tax  is  on  sale  made 9 

Tax,  measure  of 6 

Tax,  medium  of  payment 39 

Tax,  misrepresentation  of 42 

Tax  on  increased  price 7-8 

Tax,  payment  and  return  of 33 

Tax,  payment  of,  by  uncertified  checks 39 

Tax,  price  as  basis  of 9 

Tax,  purchaser  liable  for 2 

Tax,  receiver  responsible  for 3-4 

Tax,  return  and  payment  of 33 

Tax,  when  delivery  charges  included  in 7 

Toilet  cases,  fitted 16 

Traveling  bags 16 

Trunks 15 

Trustee  in  bankruptcy  responsible  for  tax : 3-4 

Umbrellas 19 

Uncertified  checks,  payment  of  tax  by 39 

Underwear • 30 

Use,  consumption  or 5 

Valises 16 

Waistcoats,  men’s 22 

Waists f 31 

When  article  is  within  language  of  two  or  more  sections  of  statute 32 

When  fractional  part  of  cent  disregarded 38 

When  tax  attaches 9 

Who  is  the  dealer 3 

Wool,  rugs  made  of 13 

END  OF  REGULATIONS  54— TAX  ON  SEMI-LUXURIES. 


(ST-Mim.  2140.) 

4SC6  Extension  to  Time  to  June  15,  1919,  for  Making  First  Returns. — 

4526  Owing  to  delay  in  the  printing  and  distribution  of  the  necessary 
blanks  on  which  to  make  returns  for  taxes  due  under  Sections  628, 
900,  and  902  of  the  Revenue  Act  of  1918,  for  the  periods  from  February  25 
to  March  31,  1919,  and  from  April  1 to  April  30,  1919,  inclusive,  it  has  been 
decided  to  extend  the  time  for  filing  of  these  returns  to  June  15,  1919. 

4907  For  the  same  reason,  the  time  for  filing  returns  for  the  period  from 

4552  April  1 to  April  30,  1919,  inclusive,  covering  taxes  imposed  by  Sec- 
4513  tions  500,  503,  800,  801,  and  905,  of  the  Act,  is  extended  to  June 
4523  15,  1919. 

6511 

4908  Returns  filed  and  taxes  paid  for  these  periods  are  not  to  be  regarded 
as  delinquent  if  made  on  or  before  June  15,  1919,  and  no  penalty  is 

to  be  collected  or  asserted  in  such  cases 
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and  taxes  paid  until  after  June  15,  the  penalties  prescribed  by  the  Statute 
will  be  invoked. 

4909  Attention  is  called  to  the  circular  letter  (copies  of  which  were  furn- 
ished you)  sent  to  taxpayers  early  in  April  advising  them  that  because 

of  difference  between  the  Revenue  Acts  of  1917  and  1918,  new  blanks  were 
necessary,  and  March  blanks  would  be  delayed,  but  they  should  keep  such 
records  of  operations  as  would  enable  them  to  prepare  returns  and  pay 
taxes  promptly  upon  receipt  of  blanks. 

4910  A letter  will  be  inclosed  with  the  April  blank  sent  each  taxpayer 
whose  name  appears  in  the  mailing  list  prepared  from  the  list  of  such 

persons  furnished  by  collectors,  advising  that  where  returns  are  filed  and 
taxes  paid  promptly  upon  receipt  of  blanks,  no  penalties  will  be  demanded, 
provided  payment  and  return  are  made  on  or  before  June  15,  1919. 

491  1 The  April  Sales  Tax  list  will  not  carry  the  names  of  such  taxpayers, 
but  they  will  appear  on  the  May  and  June  lists.  As  the  April 
blanks  will  be  forwarded  to  taxpayers  within  a week  after  the  March  blanks 
are  mailed,  bearing  the  same  file  number,  there  will  be  returns  for  both 
months  to  be  taken  up  on  the  May  list,  provided  payment  or  return  is  made 
before  June  15,  1919. 

4312  The  name  of  the  taxpayer  will  appear  upon  the  May  assessment  list 
but  once  and  in  Column  2 will  be  entered  the  file  number  and  the 
month  for  which  return  is  filed.  Before  forwarding  lists  to  this  office,  the 
Collector  will  enter  in  Column  3 the  proper  amount  of  tax  for  each  month 
as  shown  by  the  returns,  and  should  arrange  the  returns  and  entries  on  the 
tape  which  accompanies  returns  in  the  same  order  as  shown  on  the  list. 
(ST-Min.  2140,  signed  by  Commissioner  Daniel  C.  Roper,  and  dated  May 
23,  1919.) 
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UNITED  STATES  INTERNAL  REVENUE 


(TltloIX,  SocttoD  8 


ARTICLE 

RATE 

AMOUNT  OF  TAXES  |j  ARTICLE 

RATE 

AMOUNT  OF  TAXES  | 

Tax  under  Ssc.l 31 2(su par.  7. Instructions) 
Lest  credits  (sec  par.  2 of  Instructions)  .. 

1 

1 

(/)  Automobl Ictr uc(s.  wagons.  <te. 

( 2 ) A utortob  lies,  motor  cycles, etc. 

(3)  Tire,,  ports,  etc 

( 4)  Pianos . grapkophones,  etc.  . . 

(5)  Sporting  goods  and  games  .. . 

(6)  Chewing  gum 

(7)  C<in**a f 

3% 

>% 

s% 

5% 

10% 

3% 

10% 

s% 

i% 

$ 

(12)  Dirk  Unices,  daggers,  etc.  - 

( 13)  Portable  electric  Jons 

1007c 

57c 

5% 

107c 

57c 

I07c 

m » 

I07c 

107c 

10% 

37c 

; 

(14)  Tker  rmi  hnttlr*  rir. 

( 15)  Cigar  holders,  elc 

— 

Penalty  25% - 

(If)  Automatic  tending  mach. 

Automatic  weighing  mach. 
(17)  Liter  la,  etc 

Penalty  5% 

(8)  Photographic  films  and  plates. 

(9)  Candy 

(18)  Hunting  garments,  etc.  — 

(19)  Articles  madenfjur,  etc  .. 

(20)  Motor  boats,  canoes,  etc.  .. 

Interest 

| 

(10)  Fit  ear  ms.  shells,  elc 

1 

| 

| 

/ swear  (or  affirm)  that  this  i. 
Sworn  to  and  subscribed  iff  ore  me 


return  oj  the  amount  of  tax  due  in  respect  to  the  aboctrmenliontd  articles  for  t 
day  of  i ..... 19.— 


' 19 and  the  amounts  deducted  as, credits  was  allowable  under  the  law. 


(Nam?)  or  (Witness) 


(See  paragraph  a on  back) 


(Title)  or  (Witness) 


Name 

No.  and  Street 
City  and  State 
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( 


INSTRUCTIONS. 

(8oe  regulations  17.) 

1.  Tax. — A tax  at  tho  rates  specified  belAV  is  imposed  on  the  following  classes  of  commodities  soid  or-leased  on  or  after  February  25, 
manufacturer,  producer,  orimportor.  Section  900  of  the  revenue  act  of  1918:  ...  _ 

(1)  Automobile  trucks  and  automobile  wagons  (including  tires,  inner  tubes,  parts,  and  accessories  therefor,  sold  Rate. 

on  or  in  connection  therewith  or  with  tho  Bale  thereof  ) — 3 per  cent. 

(2)  Other  automobiles  and  motor  cycles  (including  tires,  inner  tubes,  parts,  and  accessories  therefor,  sold  on  or  in 

connection  therewith  or  with  the  sale  thereof  ),  except  tractors . — 5 per  cent. 

(3)  Tires,  inner  tubes,  parts,  or  accessories  for  any  of  the  articles  enumerated  in  subdivision  (1 ) or  (2)  sold  to  any 

person  other  than  a manufacturer  or  producer  of  any  of  the  articles  enumerated  in  subdivision  (1)  or  (2)._  5 per  cent. 
(i)  Pianos,  orgaus  (other  than  pipe  organs),  piano  players,  phonographs,  music  boxes,  and  records  used  in  con- 
nection therewith 5 per  cent. 

(6)  All  articles  commonly  or  commercially  known  as  sporting  goods,  except  playing  cards,  children’s  toys  and 

games 10  per  cent. 

101  Chewing  gum  or  substitutes  therefor 3 per  cent. 

7)  Cameras,  weighing  not  more  than  100  pounds _ 10  per  cent. 

8)  Photographic  films  and  platos,  other  than  moving-picture  films 5 per  cent. 

91  Candy 5 per  cent. 

(10)  Firearms,  shells,  and  cartridges,  except  those  sold  for  the  use  of  the  United  States,  any  State,  or  Territory, 

or  possession  of  the  United  States,  any  political  subdivision  thereof,  or  the  District  of  Columbia 10  per  cent. 

Ill)  Ilunting  and  bowie  knives 10  per  cent. 

12)  Dirk  knives,  daggers,  sword  canes,  stilettos,  and  brass  or  metallic  knuckles 100  per  cent. 

131  Portable  electric  fans , 5 per  cent. 

14)  Thermos  and  thermostatic  unities,  carafes,  jugs,  or  other  thermostatic  containers 5 per  cent. 

15)  Cigar  or  cigarette  holders  and  pipes,  composed  wholly  or  in  part  of  meerschaum  or  amber,  humidors,  and 
*— am  smoking  stands ; 10  per  cent. 


( 
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*(16)  ^u,tom®tie  slot -device  vending  machines  sold,  leased,  or  operated  by  the  manufacturer,  producer,  or  importer  5 percent, 
and  automatic  slot-device  weighmg  machines  sold,  leased,  or  operated  by  the  manufacturer,  producer,  or 

(17)  Liveries,  and  ii'vegy  boota  and  hats , 10  per  cent. 

J}jj)  Tliintang  and  shooting  garments  and  riding  habits j0  * er 

*0)  !Uu  °“  the  kjde. or  Pc*1-  or  <>j  which  any  such  fur  is  the  component  material” of "chief  Value".'  10  per  cent! 

(20)  I adits  and  motor  boats  not  designed  for  trade,  fishing,  or  national  defense;  and  pleasure  boats  and  pleasure 

canoes  if  sold  for  more  than  $15 y 

(21)  Toilet  soaps  and  toilet  soap  powders ~ J ]g 

•autLfri^nt^md^0^^;^6  °n  tbcr“!e  Price  of,the  £°ods  801(1  and  ehould  be  computed  on  each  transaction,  and  in  the  case  of 

of m u L/„,the^U-J'tUrer'  Produo(r'  or  ^porter  the  tar.  is  on  the  fair  market  Value  of  the  machine  In  case 

«LtL  e person tfi  c^UheS  “ UP0“  “y  EUbSeqUt',U  m0nthly  rCtum  A comPlete  and  detailed  record  of  8“ch  overpayment 

retu^s^d^'mxM^fhe  cXetrorPoT‘]n?n^o0f  ^np°ner  w??uEellf.ori“8e9  aa>:  <£  ».ho  ■*&*»  mentioned  in  Section  900  is  required  to  make  monthly 

is  nor  in  excess  ol  J1U  the  same  may  be  signed  or  acknowledged  before  two  subscribing  witnesses  * 

the  monfh.  8 m''18t  “d  1116  taX  Plid  °a  °r  befcre  tbe  lalt  day  of  eaob  month  covering  taxable  transactions  made  during 

•“I  k~r  «■«!>  *»  ci«rty  «d,  U*.bl» 
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UNITED  STATES  INTERNAL  REVENUE 


MISCELLANEOUS  EXCISE  TAXES 


ARTICLES 

(Tor  foil  dwcnpt»o  MO  ImtmtioBj) 

RATE  OF  TAX 

TAX  COLLECTED 

CREDITS,  OTERPATMEKTS,  ETC 

TOTAL  TAX  DOE 

Section  902— 

Sculpture,  paintings,  statuary  art  porcelains  iron its 

10% 
f% 
1 % 

j 

f 

% ... 

Section  905— 

Jeffry  tut I & (mUftion  peer  lorn  and  imlt alien  done*  clothe  Wotrhef 

Section  906— 

Tax  collected  from  lessee  or  licensee.  Section  906 — 

f sweet  (of  affirm)  that  the  fatciofng  Is  a (rue  return  of  the  amount  of  tax  due  on  tales  or  rentals  of  the  abofo-merManed 
art  1 ties  for  the  month  of 19 . end  that  the  credits  claimed  are  allowable  by  law. 

Penalty,  25 % . . . T . _ 

FauJt,.S% 



Sworn  to  and  subscribed  before  me  this  day  of  — - , 19 

Interest  ■ — — — — — 

(Name)  (Witness)  (See  Instructions,  par.  2)  (Title)  (Witness) 

Total  amount  due 

Namt 

No.  and  Strut 
City  and  Slate 
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instructions:  * 

(Tor  (uU  Instruction]  » Regulations  No.  48  and  No.  M.) 

1.  Tax. — Section  902  of  tho  Revenue  Act  of  1918  provfdnn:  “That  thore  nha.ll  be  levied,  assessed,  collected,  and  paid  upon  eculpture,  paintings, 
statuary,  art  porcelains,  and  bronzes,  sold  by  any  person  other  than  the  artist,  a tax  equivalent  to  10  per  centum  of  the  price  for  which  so  sold  This 
section  shall  not  apply  to  the  solo  of  any  such  article  to  an  educational  institution  or  public  art  museum." 

Section  905  of  tno  Rcvenuo  Act  of  1918  provides:  “That  on  and  after  April  1, 1919,  there  shall  be  levied,  assessed,  collected,  and  paid  (in  lieu  of  the 
tax  imposed  by  subdivision  (r)  of  section  600  of  tho  Revenue  Act  of  1917)  upon  all  articles  commonly  or  cemmercially  known  as  jewelry,  whether  real 
or  imitation;  pearls,  precious  and  semiprecious  stones,  and  imitations  thereof;  articles  made  of,  or  ornamented,  mounted  or  fitted  with,  precious  metals 
or  imitations  thereof  or  ivory  (not  including  surgical  Instruments);  watches;  clocks;  opera  glasses;  lorgnettes;  marine  glasses;  field  glasses;  and  binoculars; 
upon  any  of  the  above  when  sold  by  or  for  a dealer  or  his  estate  for  consumption  or  use,  a tax  equivalent  to  5 per  centum  of  the  price  for  which 
so  sold.  * * •" 

Section  906  of  the  Rovcnuo  Act  of  1918  provides.  “That  on  and  after  the  1st  day  of  May,  1919,  any  person  engaged  in  the  business  of  leasing  or 
licensing  for  exhibition  positive  motion-picture  films  containing  pictures  ready  for  projection  shall  pay  monthly  an  excise  tax  in  respect  to  carrying  on 
such  business  equal  to  5 per  centum  of  the  total  rentals  earned  from  each  such  lease  or  license  during  tho  preceding  month.  If  a person  owning  such  a 
film  exhibits  it  lor  profit  no  shall  pay  a tax  equivalent  to  5 per  centum  of  the  fair  rental  or- license  value  of  such  film  at  the  time  ana  place  where  and  for 
tho  p'riod  during  which  exhibited.  If  any  such  person  has,  prior  to  December  6,  1918,  made  a bona  fide  contract  with  any  person  for  the  lease  or 
licensing,  after  the  tax  imposed  by  this  section  takes  effect,  of  such  film  for  exhibition  for  profit,  and  if  such  contract  does  not  permit  the  adding  of  the 
whole  of  the  tax  imposed  by  this  section  to  the  amount  to  be  paid  under  such  contract  then  the  lessee  or  licensee  shall,  in  lieu  of  the  lessor  or  licensor, 
pay  so  much  of  such  tax  as  Is  not  so  permitted  to  bo  added  to  the  contract  price.  The  tax  imposed  by  this  section  shall  be  in  lieu  of  the  tax  imposed 
by  subdivisions  (e)  and  (</)  of  section  600  of  the  Revenue  Act  of  1917." 

Section  1312  provides  as  follows:  “That  where  a person  prior  to  May  9, 1917,  in  some  instances,  and  September  3,  1918,  in  others,  made  a bona  fide 
contract  with  a dealer  for  the  sale  or  lease  of  any  articles  reported  on  this  form,  where  the  terms  of  the  contract  do  not  permit  the  adding  of  the  wholo 
tax  to  the  amount  paid  under  the  contract,  then  the  seller  will  collect  the  tax  from  the  purchaser  and  include  such  amount  in  his  monthly  returns.” 
(See  Regulations  No.  48,  pars.  32  to  35, inclusive,  and  Regulations  No.  56  covering  the  leasing  or  licensing  of  positive  motion-picture  films.) 

Special  attention  is  also  called  to  section  1310,  which  is  fully  explained  in  Regulations  No.  48,  Arts.  29,  30,  35,  and  Regulations  No.  56,  Art.  13. 
Paragraph  (a)  covers  credits  for  overpayments  or  overcollections.  Paragraph  (6)  provides  that  tax  on  credit  transactions  shall  be  accounted  for  at  time 
of  sale  and  paragmph.  (c)  covers  removal  of  articles  for  exportation.  t— ti« 
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2.  Returns. — Any  person  other  than  the  artist  who  sells  any  of  the  articles  enumerated  in  section  902»is  required  to  make,  under  oath  * monthly 
returns  based  on  sales  and  pay  the  tax  imposed  to  the  Collector  of  Internal  Revenue  of  the  district  in  which  is’located  the  principal  place  of  business  of 
such  person. 

The  excise  tax  upon  jewelry,  etc.,  imposed  under  section  905  of  the  act,  takes  effect  on  April  l,  1919,  and  any  dealer  who  sells  any  of  the  articles 
enumerated  in  said  section  is  required  to  make  monthly  returns  in  like  manner. 

Any  person  engaged  in  the  business  of  leasing  or  licensing  for  exhibition  positive  motion-picture  films  is  required  to  make  monthly  returns,  also  in 
like  manner. 

3.  Credits.— In  case  of  any  overpayment  under  sections  902,  905,  and  906,  the  person  making  such  overpayment  may-take  credit  therefor  against 
taxes  due  upon  any  subsequent  monthly  returns.  A clear  record  of  any  such. overpayment  for  which  credit  is  taken  must  be  kept  by  the  person  mirino. 
credit  therefor 

4.  Time  in  which  returns  must  be  filed. — Returns  required  under  the  above  sections  of  law  must  be  filed  with  the  Collector  of  Internal  Revenue 
on  or  before  the  last  day  of  each  month,  covering  taxable  transactions  made  during  the  preceding  month 

5.  Preparation  cf  returns. — Fill  in  every  space  applicable  to  the  business  for  which  return  is  made,  both  in  the  original  and  duplicate  return  and 
the  receipt  Do  not  detach  the  duplicate  or  the  receipt,  but  send  the  entire  sheet  to  the  Collector,  who  will  properly  stamp  and  return  the  receipt. 

6.  Records.— Every  manufacturer,  producer,  or  importer  required  to  make  returns  under  sections  902,  905,  and  906  should  keep  such  records  and 
memoranda  as  will  clearly  show  each  taxable  transaction  in  oFder  that  returns  may  be  easily  verified  by  revenue  officers. 

7.  Penalties.— Failure  to  pay  on  time,  5 per  centof  tax  and  1 per  centinterest  a month.  Failure  to  file  on  time,  25  per  cent  of  tax  Severe  penalties 
for  fcilse  or  fraudulent  returns 


• N'ors  — II  the  amount  ol  tax  covered  by  Ibis  return  is  not  in  excess  oi  *10,  tho  same  may  be  acknowledged  before  iwo  witnesses,  who  will  sign  their  names  as  such. 
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EXCISE  TAX  REGULATIONS. 

(T.  D.  2852.) 

4913  Modification  and  Addition  to  Regulations  No.  47,  under  Section  900 
4678  of  the  Revenue  Act  of  1918. — Article  6 of  Regulations  No.  47,  entitled 

“Credit  for  taxes  already  paid,”  is  hereby  modified  by  adding  at 
the  end  thereof  a paragraph  as  follows: 

The  following  records  and  evidence  will  be  deemed  sufficient  to 
establish  this  right  of  exemption:  (1)  any  record  or  statement  showing 

the  exact  amount  of  tax  paid  upon  such  articles;  (2)  a certificate  or 
statement  of  the  following  tenor:  “The  undersigned  hereby  certifies 

that  the  articles  on  which  credit  for  tax  is  claimed  were  taxpaid  and  that 

said  articles  were  used  by in  the  further  manufacture  of 

other  articles  taxable  under  Section  900  of  the  Revenue  Act  of  1918. 
Signed ” 

Extension  of  Time  for  Filing  of  Returns. 

4914  Owing  to  the  delay  in  the  printing  and  distribution  of  the  necessary 
4906  forms,  the  time  is  extended  to  June  15,  1919,  for  filing  returns  for 

taxes  imposed  by  Section  900  of  the  Act,  due  for  the  period  from 
February  25,  1919,  to  March  31,  1919,  inclusive,  and  for  the  month  of  April, 

1919. 

4915  Returns  filed  and  taxes  paid  for  these  periods  are  not  to  be  regarded 

as  delinquent  if  made  on  or  before  June  15,  1919,  and  no  penalty 

is  to  be  collected  or  asserted  in  such  cases.  Should  such  returns  not  be  filed 
and  taxes  paid  until  after  June  15,  the  penalties  prescribed  by  the  Statute 
will  be  invoked. 

Exchanges  Pursuant  to  Guaranty. 

4916  Where  any  article  taxable  under  Section  900  is  returned  to  the  manu- 
4677  facturer  thereof,  for  adjustment,  replacement,  or  exchange,  under 

a guaranty  as  to  quality  or  service,  and  a new  article  given  pursuant 
to  a guaranty,  free  or  at  a reduced  price,  the  tax  shall  be  computed  on  the 
actual  price,  if  any,  to  be  paid  to  the  manufacturer  for  the  new  article. 

4917  Article  14  of  Regulations  No.  47,  entitled  “Tires,  inner  tubes,  parts, 
4688  and  accessories  sold  to  manufacturer”  is  hereby  modified  to  read 

as  follows: 

“Subdivision  (3)  of  Section  900  of  the  Act  exempts  from  tax  sales 
of  tires,  inner  tubes,  parts  or  accessories  to  a manufacturer  or  producer  of 
automobile  trucks,  automobile  wagons,  other  automobiles,  motorcycles, 
tires,  inner  tubes,  parts,  or  accessories.  To  come  within  the  exemp- 
tion the  sale  must  be  to  such  a manufacturer  for  use  by  him  in  the 
manufacture  or  production  of  automobile  trucks,  automobile  wagons, 
other  automobiles,  motorcycles,  tires,  inner  tubes,  parts,  or  acces- 
sories or  for  sale  by  him  on  automobile  trucks,  automobile  wagons, 
other  automobiles,  or  motorcycles  or  in  connection  therewith  or  with 
the  sale  thereof  or  for  free  replacement  under  contract  or  guaranty.  If 
sold  to  such  a manufacturer  for  any  other  purpose,  such  as  resale  to  a 
dealer  or  for  the  rebuilding  of  used  cars,  the  sale  is  taxable.  In  order 
for  the  sale^to^come  within  the  exemption  of  the  statute,  the  manu- 
facturer must  at  the  time  the  goods  are  shipped  or  sold  (whichever  is 
prior)  have  in  his  possession  an  order  or  contract  of  sale,  with  cer- 
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tificate  of  the  purchaser  in  writing  printed  thereon  or  permanently 
attached  thereto,  showing  that  the  tires,  inner  tubes,  parts,  or  acces- 
sories so  purchased  are  to  be  used  in  the  manufacture  of  new  automo- 
bile trucks,  automobile  wagons,  other  automobiles,  motorcycles,  tires, 
inner  tubes,  parts,  or  accessories  or  for  sale  on  automobile  trucks,  auto- 
mobile wagons,  other  automobiles,  or  motorcycles  or  in  connection 
therewith  or  with  the  sale  thereof  or  for  free  replacement  under  con- 
tract or  guaranty.  Following  is  a form  of  the  certificate  or  statement 
which  will  be  accepted: 

Form  of  Certificate. 

4918  The  undersigned  hereby  certifies  that  the  tires,  inner  tubes, 
parts,  or  accessories  purchased  hereunder  are  purchased  with  the 

intention  of  using  them  in  the  manufacture  or  production  of  new  auto- 
mobile trucks,  automobile  wagons,  other  automobiles,  motorcycles,  tires, 
inner  tubes,  parts,  or  accessories,  or  for  the  sale  on  new  automobile  trucks, 
automobile  wagons,  other  automobiles,  or  motorcycles,  or  in  connection 
therewith  or  with  the  sale  thereof,  or  for  free  replacement  under  con- 
tract or  guaranty.  In  case  any  of  the  tires,  inner  tubes,  parts,  or  acces- 
sories sold  hereunder  are  diverted  from  this  use,  the  purchaser  will 

account  for  such  tires,  inner  tubes,  parts,  or  accessories  to , 

the  manufacturer  thereof,  at  least  once  during  each  calendar  year  and 
will  pay  the  tax  thereon  to  him  at  the  time  such  accounting  is  made. 

Signed 

4919  If  it  is  impracticable  to  furnish  a certificate  for  each  order  a cer- 
tificate covering  all  orders  between  given  dates  (such  period  not  to 

exceed  a month)  will  be  acceptable.  If  in  any  case  such  an  order  and  cer- 
tificate can  not  be  produced  on  demand  of  any  authorized  agent  of  the 

department  the  tax  in  respect  to  the  sale  will  be  considered  in  default. 

4920  Substitute  in  place  of  the  next  to  last  sentence  of  Article  15  of  Regu- 
4689  lations  47,  which  reads  as  follows: 

“A  chassis  is  a part  of  an  automobile  and  taxable  at  the  rate  of 
5%  when  sold  separately  regardless  of  whether  it  is  a chassis  for  an 
automobile  truck  or  wagon  or  for  any  other  kind  of  automobile.” 

the  following: 

“A  chassis  provided  with  a superstructure  of  such  design  that  it  is 
without  substantial  additions  adaptable  for  hauling  heavy  loads  is  an 
automobile  truck  or  automobile  wagon  and  taxable  at  the  rate  of  three 
per  cent.  A chassis  not  so  equipped  is  an  “other  automobile”  taxable 
at  rate  of  five  per  cent.  Unless  the  manufacturer  has  actual  knowledge 
that  the  chassis  is  to  be  used  as  an  automobile  truck,  or  automobile 
wagon,  or  has  in  his  possession  at  the  time  the  chassis  is  shipped  or  sold 
(whichever  is  prior)  an  order  or  contract  of  sale  with  a certificate  of  the 
purchaser  in  writing,  printed  thereon,  or  permanently  attached  thereto 
showing  that  the  chassis  specified  in  the  order  is  to  be  so  used,  the  tax 
shall  be  five  per  cent  upon  the  manufacturer’s  selling  price.” 

4921  Article  26  of  Regulations  47  is  amended  to  read  as  follows: 

4700  “ Thermostatic  Containers. — The  tax  is  5 per  cent  of  the  manufac- 

turer’s selling  price  of  the  enumerated  articles.  All  sales  by 
manufacturers  of  thermostatic  containers,  including  fireless  cookers,  are 
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taxable  whether  the  property  of  thermostatic  retention  is  obtained  by 
insulation  or  by  the  vacuum  principle.” 

4922  Article  34  of  Regulations  No.  47,  entitled  “Manufacturer  also  Retailer” 
4708  is  supplemented  by  adding  a new  paragraph  to  read  as  follows: 

“In  cases  where  it  is  impracticable  to  compute  the  tax  in  respect 
to  articles  sold  at  retail  on  the  average  wholesale  price  for  which  like 
articles  were  sold  during  the  previous  calendar  month,  the  taxpayer 
has  the  option  of  basing  the  tax  upon  the  ordinary  or  regular  wholesale 
price  for  which  like  articles  were  sold  during  the  previous  calendar 
month.” 

(T.  D.  2852,  signed  by  Commissioner  Daniel  C.  Roper,  and  dated  May 

31,  1919.) 


REGULATIONS  NO.  56 

[Released  June  11,  1919.] 


Relating  to  the 

COLLECTION  OF  TAX  ON  MOTION  PICTURE  FILMS 

under 

Section  906  of  Title  IX  of  the  Revenue  Act  of  1918 


IMPOSITION  OF  TAX 

4923  Article  1.  Use  of  Terms. — Tn  these  regulations,  for  convenience, 
4554  unless  obviously  inapplicable,  the  term  “Film”  shall  be  held  to 
mean  positive  motion-picture  films  containing  pictures  ready  for 
projection;  “Person”  shall  include  partnerships,  corporations,  and  asso- 
ciations, as  well  as  individuals;  “Lease”  shall  include  license,  and  any  method 
of  letting  and  acquiring  the  use  of  a film  for  exhibition,  for  which  a' charge 
is  made;  “Lessor”  shall  include  licensor,  and  any  person  granting  to  another 
the  right  to  the  use  for  exhibition  of  a film  for  profit;  “Distributor”  shall  be 
synonymous  with  lessor  or  licensor;  “Exhibitor”  shall  be  synonymous  with 
“lessee”  or  “licensee”;  and  “Rental  value“  shall  include  “license  value.” 


4924  Art.  2.  Effective  Date.— The  tax  is  effective  May  1,  1919,  and  at- 
taches to  sums  accruing  on  account  of  exhibitions  of  films  given  on 

or  after  that  date.  See  also  article  11. 

PERSONS  LIABLE. 

4925  Art.  3.  Lessors. — All  persons  whose  business  it  is,  as  principals, 
whether  it  is  their  sole  or  principal  business  or  not,  to  grant  to  others 

the  right  to  use  films  for  exhibition,  are  liable  to  the  tax.  If  leases,  con- 
tracts, or  agreements  whereby  the  right  to  the  use  of  films  is  conveyed  are 
entered  into  by  one  person  acting  for  and  in  the  name  of  another,  the  prin- 
cipal is  liable  to  the  tax.  One  executing  such  leases,  contracts,  or  agree- 
ments in  his  own  name  will  be  regarded  as  a principal  and  as  liable  to  the 
tax,  unless  the  contrary  is  shown. 


4926  Owners. — One  who,  being  the  owner  of  a film  or  of  any  interest 
therein,  himself  exhibits  such  film  for  profit,  is  also  subject  to  tax. 
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4927  Lessees. — As  to  transfer  of  liability  from  lessors  to  lessees,  by  the 
statute  under  certain  circumstances,  see  article  7.  As  to  transfer  of 

burden  of  tax  by  agreement,  see  article  8. 

4928  Art.  4.  Lessors. — The  provision  of  the  statute  allowing  the  owner 
who  exhibits  a film  to  measure  the  tax  by  the  fair  rental  value  has  no 

application  to  lessors.  The  tax  to  which  a lessor  is  liable  is  5 per  cent  of  the 
total  rentals  earned. 

4929  Total  Rentals  Earned. — The  total  rental  earned  is  not  the  net  profit 
arising  from  each  lease,  etc.,  but  is  the  gross  sum  due  and  payable 

to  the  lessor  by  each  exhibitor  upon  each  lease  during  the  month,  less  the 
amounts  represented  by  bona  fide  cancellations  and  reductions  of  rentals 
made  in  the  ordinary  and  regular  course  of  business,  but  with  no  reductions 
on  account  of  expenses,  losses,  bad  debts,  etc. 

4930  Deductible  Items. — Credits  due  to  {a)  cancellation  because  of  the 
failure  of  the  lessor  to  perform  contractual  obligations  (as,  for  in- 
stance, failure  to  provide  or  deliver  a film  contracted  for),  or  to  (b)  reduction 
of  the  rental  charge  which  is  predicated  upon  a reasonable  basis,  when  in 
good  faith  actually  given  in  accordance  with  a recognized  trade  usage  (as, 
for  instance,  in  case  of  failure  of  a film  to  attract  sufficiently  profitable  audi- 
ences) are  deductible,  and  allowances  therefor  may  be  made  in  computing 
the  tax.  If  the  credit  is  given  after  tax  on  the  amount  due  under  the  original 
contract  has  been  paid,  deduction  thereof  may  be  made  in  the  return  for  the 
month  during  which  the  credit  is  given. 

4931  Bad  Debts  and  Expenses. — The  tax  being  measured  by  the  amount 
earned,  whether  actually  received  or  not,  no  allowances  or  deduc- 
tions may  be  made  for  losses  or  unpaid  accounts  charged  off.  Neither  will 
any  credit  or  deduction  from  gross  compensation  be  allowed  to  be  made 
for  any  tax  or  other  expense  incurred  by  the  lessor,  or  exhibitor,  such  as 
cost  of  operations,  commissions,  advertising,  or  other  charges,  either  general 
or  special. 

4932  Art.  5.  Owner-Exhibitors. — An  exhibitor  who  is  also  the  owner  of  a 
film  must  pay  a tax  equivalent  to  5 per  cent  of  the  fair  rental  value 

of  the  film  where  it  leased  or  licensed  for  exhibition. 

4933  The  fair  rental  or  license  value  of  a film  exhibited  by  an  owner 
for  profit  shall  ordinarily  be  held  to  be  represented  by  the  net  profits  he 

derives  therefrom,  which  shall  be  determined  by  deducting  from  his  gross 
receipts  his  reasonable  expenses  or  allowances  for  services  (but  no  deduction 
will  be  permitted  for  such  items  as  expenses  of  production,  upkeep,  or  replace- 
ment of  films);  but  should  his  return  show  that  such  net  profits  do  not  amount 
to  33j^  per  cent  of  his  gross  receipts,  he  shall  accompany  his  return  with  a 
statement  in  detail  showing  the  items  entering  into  the  expenses  and  allow- 
ances charged  against  such  receipts.  It  is  conceded  that  this  ruling  may 
not  be  entirely  applicable  to  all  cases;  therefore  particular  cases  will  be  sub- 
ject to  review  by  the  Commissioner  upon  application. 

4934  Art.  6.  Lessees. — When  liability  to  the  tax  is  transferred  by  opera- 
tion of  law  from  the  lessor J:o^the  lessee  (see  art.  7)  the  same  allow- 
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9 ances  for  cancellations  or  reductions  of  rental  charges  may  be  made  as  when 

the  tax  is  payable  by  the  lessor. 

TRANSFER  OF  BURDEN  OF  TAX. 

4935  Art.  7.  Where  a contract  was  made  prior  to  December  6,  1918,  con- 
veying to  an  exhibitor  the  right  to  the  use  of  a film  on  or  after  May 

- 1,  1919,  the  liability  for  the  whole  or  such  portion  of  the  tax  as  can  not, 

* under  the  contract,  be  added  to  the  amount  to  be  paid  under  such  contract  is 
on  the  exhibitor,  who  shall  make  returns  and  pay  tax  on  rentals  due  and  pay- 
able under  the  contract  on  account  of  exhibitions  given  on  and  after  May  1, 
1919,  in  the  manner  of  a lessor  or  licensor,  as  indicated  by  article  11  of  these 
regulations.  . The  lessor  or  licensor  shall,  on  or  before  the  last  day  of  June, 
1919,  file  with  the  collector  a statement,  in  dupliacte,  showing  the  tax  lia- 
bility of  the  exhibitor.  If  the  lessor  or  licensor  is  himself  subject  to  tax, 

# such  statement  shall  be  filed  with  his  return  for  the  month  of  May,  1919. 
A separate  statement  shall  be  made  in  the  case  of  each  exhibitor.  The  col- 
lector will  preserve  one  copy  of  each  statement  for  use  in  the  determination 
by  him  of  whether  returns  required  of  lessees  and  licensees  are  duly  made. 
The  other  copies  received  during  each  month  will  be  forwarded  together 
to  the  collector  of  internal  revenue  for  auditing  purposes. 

4936  Art.  8.  Charging  Tax  to  Lessee. — Except  in  circumstances  indicated 
by  article  7,  the  law  requires  the  lessor  or  licensor  of  leased  or  licensed 

films  to  pay  the  tax.  It  does  not,  however,  prohibit  the  charging  of  the  tax 
» to  the  exhibitor  by  the  distributor.  Where  the  tax  is  charged  to  the  exhibitor 

™ as  a separate  item,  the  tax  will  be  based  upon  the  amount  charged  for  the 

use  of  the  film  only,  and  not  upon  the  combined  total  including  the  tax. 
Where,  however,  a lessor  does  not  separately  bill  the  tax  to  the  exhibitor, 
but  advances  his  price  to  cover  the  tax,  the  tax  must  be  measured  by  the  full 
amount  of  such  advanced  price.  With  respect  to  leases  or  licenses  entered 
into  before  December  6,  1918,  which  do  not  permit  adding  the  tax  to  the 
amount  to  be  paid  under  the  lease  or  license  and  the  transferring  of  liability 
in  such  cases,  see  article  7. 

TAX  IN  LIEU  OF  OTHER  TAXES. 

4 4937  Art.  9.  Tax  in  Lieu  of  Other  Taxes. — While  the  new  tax  is  in  lieu 

of  taxes  imposed  by  the  Act  of  October  3,  1917,  this  merely  means 
that  no  tax  shall  be  asserted  under  the  prior  statute  on  any  sale  or  lease  of  a 
moving-picture  film  occurring  or  executed  on  or  after  May  1,  1919,  the 
effective  date  of  the  new  tax.  Persons  otherwise  liable  to  the  tax  imposed 
by  the  Act  of  February  24,  1919,  are  not  relieved  of  such  liability  by  reason 
of  having  paid  the  tax  imposed  by  the  prior  Act.  Neither  does  payment 
j of  the  new  tax  entitle  the  taxpayer  to  refund  of  any  taxes  plaid  under  the 

earlier  statute. 

LEASE  AT  LESS  THAN  FAIR  MARKET  PRICE. 

4938  Art.  10.  This  section  [Sec.  901,  ^4524]  will  be  regarded  as  intended 
4524  to  cover  the  possible  attempt  by  a lessor  to  disguise  the  compen- 
sation received  by  him  from  the  exhibition  of  a film;  thus,  if  a lessor, 
J through  any  device  contrives  to  lease  a film  at  less  than  the  fair  market 

price  or  rental,  and  he  derives  or  has  the  intent  to  derive  some  other  benefit 
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of  any  kind  from  the  transaction,  the  tax  shall  be  based  on  the  fair  market 
price  or  rental,  and  not  that  named  in  the  lease.  If  such  method  is  followed 
for  the  purpose  of  evading  or  defeating  the  tax  liability,  penalty  will  also 
be  incurred. 

RETURN  AND  PAYMENT  OF  TAX. 

4939  Art.  11.  Return.  -Any  person  engaged  in  the  business  of  leasing 
4526  or  licensing  films,  and  each  owner  who  exhibits  his^film  forjprofit, 
8013  must  make  return  each  month  in  duplicate  and  under  oath  (except 

that  if  the  amount  of  the  tax  covered  thereby  is  not  in  excess  of  $10 
such  return  may  be  signed  or  acknowledged  before  two  witnesses  instead 
of  under  oath)  and  pay  the  tax  upon  the  total  rentals  earned,  or  (in  the  case 
of  an  owner-exhibitor)  upon  the  fair  rental  value  of  the  film*for  the  period 
or  periods  of  the  preceding  month,  during  which  exhibitions  were  given, 
to  the  collector  of  internal  revenue  for  the  district  in  which  his  principal 
place  of  business  is  located,  in  accordance  with  these  regulations.  But  see 
below  as  to  taxpayer’s  records. 

4940  Date  When  Due. — The  return  for  each  month  is  to  be  rendered  and 
the  tax  paid  on  or  before  the  last  day  of  the  succeeding  month. 

4941  First  Return. — The  first  return  shall  cover  the  tax  accruing  on  and 
after  May  1,  1919,  and  be  made  on  or  before  June  30,  1919. 

4942  Branches. — Transactions  of  branches  should  be  included  in  the 
returns  rendered  by  the  principal  office. 

4943  Receivers,  etc. — The  receiver  or  trustee  in  bankruptcy  of  a lessor 
or  owner  and  exhibitor  conducting  a business  under  court  order  is 

liable  to  the  tax. 

4944  Taxpayer’s  Records. — Any  taxpayer  whose  books  are  so  kept  that 
they  accurately  reflect  the  business  done  with  each  lessee,  or  with 

each  person  dealt  with,  on  a weekly  basis,  may  render  his  return  in  groups 
of  as  many  weeks  as  have  their  endings  in  each  calendar  month,  but  the 
total  business  done  during  each  week  must  be  correctly  shown  and  added 
so  as  to  indicate  the  total  business  done  for  the  several  weeks  ending  in  the 
particular  calendar  month. 

4945  Forms.— The  returns  should  be  made  on  Form  728A  [page  985]. 
Instructions  for  preparing  the  return  will  be  found  on  the  back  of 

the  form. 

4946  Inspection  of  Books. — The  books  of  every  person  liable  to  the  tax  shall 
be  open  at  all  times  for  inspection  by  examining  internal-revenue 

officers. 

4947  Payment. — Remittance  of  the  amount  of  the  tax  should  accompany 
the  return  as  made.  See  article  15. 

EXTENSION  OF  EXISTING  STATUTES. 

494  8 Art.  12.  Aids  to  Collection  of  Tax. — In  collecting  the  excise  taxes 
8002  the  Commissioner  has  the  benefit  of  all  existing  internal-revenue 
laws.  In  aid  of  the  enforcement  of  the  statute  the  Commissioner 
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may  require  any  person  to  keep  specified  records,  to  render  returns  and 
statements  as  directed,  to  submit  himself  and  his  books  to  examination, 
and  to  comply  with  such  regulations  as  may  be  prescribed. 

CREDITS  AND  REFUNDS. 

Art.  13.  If  a taxpayer  overpays  the  tax  due  with  one  return,  he 
may  take  credit  for  the  overpayment  against  the  tax  due  with  the 
succeeding  return. 

Art.  14.  Claims  for  Refund. — For  procedure  with  reference  to  claims 
for  refund,  see  sections  3220  [^[8030]  and  3225  [^8070]  of  the  Revised 
Statutes,  as  amended  by  section  1316  of  the  Revenue  Act  of  1918,  and  Regu- 
lations No.  14  (revised). 

* MEDIUM  OF  PAYMENT  OF  TAX. 

4951  Art.  15.  Payment  of  Tax  by  Uncertified  Checks. — Collectors  may 
8017  accept  uncertified  checks  in  payment  of  excise  taxes,  provided  such 

checks  are  collectible  at  par;  that  is,  for  their  full  amount  without 
any  deduction  for  exchange  or  other  charges.  The  collector  will  stamp 
on  the  face  of  each  check  before  deposit  the  words  “This  check  is  in  payment 
of  an  obligation  to  the  United  States  and  must  be  paid  at  par.  No  protest,” 
with  his  name  and  title.  The  day  on  which  the  collector  receives  the  check 
will  be  considered  the  date  of  payment  so  far  as  the  taxpayer  is  concerned, 
2 unless  the  check  is  returned  dishonored.  If  one  check  is  remitted  to  cover 

two  or  more  person's’  taxes,  the  remittance  must  be  accompanied  by  a letter 
of  transmittal  stating  (a)  the  name  of  the  drawer  of  the  check;  (b)  the  amount 
of  the  check;  (c)  the  amount  of  any  cash,  money  order,  or  other  instrument 
included  in  the  same  remittance;  (d)  the  name  of  each  person  whose  tax 
is  to  be  paid  by  the  remittance;  (e)  the  amount  of  the  payment  on  account 
of  each  person;  and  (f)  the  kind  of  tax  paid. 

4952  Art.  16.  Procedure  with  Respect  to  Dishonored  Checks. — If  the  bank 
on  which  any  such  check  is  drawn  should  refuse  to  pay  it  at  par,  the 

check  should  be  returned  through  the  depositary  bank  and  be  treated  in 
^ the  same  manner  as  a bad  check.  All  expenses  incident  to  the  attempt  to 

collect  such  a check  and  the  return  of  it  through  the  depositary  bank  must 
be  paid^by  the  drawer  of  the  check  to  the  bank  on  which  it  is  drawn,  since 
no  deduction  can  be  made  from  amounts  received  in  payment  of  taxes. 
See  section  3210  of  the  Revised  Statutes.  If  any  taxpayer  whose  check 
has  been  returned  uncollected  by  the  depositary  bank  should  fail  at  once 
to  make  the  check  good,  the  collector  should  proceed  to  collect  the  tax  as 
i though  no  check  had  been  given.  A taxpayer  who  tenders  a certified  check 

in  payment  for  taxes  is  also  not  released  from  his  obligation  until  the  check 
has  been  paid.  See  chapter  191  of  the  Act  of  March  2,  191 1. 

MISREPRESENTATION  OF  TAX. 

4953  Art.  17.  If  a lessor  or  other  person  in  the  lease  of  a film  misrepre- 
456  sents  the  tax,  he  is  guilty  of  a misdemeanor  and  is  liable  to  a fine 

^ of  $1,000  and  to  imprisonment  for  a year.  This  provision  is  designed 

among  other  things,  to  prevent  a lessor  from  adding  more  than  the  amount 


4949 

8014 


4950 


war  993 


TAX 


Reg.  66. 

EXCISE  TAX  REGULATIONS. 


the  increase  is  due  to  the  tax. 

PENALTIES. 

4954  Section  3176  of  United  States  Revised  Statutes,  as  amended  by 
section  1317  of  Revenue  Act  of  1918  [1[8087,  ]f8088]:  Sections 

903  [1J4527],  1308  [If 8008-801 1],  and  1319  [^[4566]  of  the  Revenue  Act  of  1918. 

AUTHORITY  FOR  REGULATIONS. 

4955  Art.  18.  Promulgation  of  Regulations. — In  pursuance  of  the  statute 
the  foregoing  regulations  are  hereby  made  and  promulgated,  and  all 

rulings  inconsistent  herewith  are  hereby  revoked. 

Daniel  C.  Roper, 
Commissioner  of  Internal  Revenue. 
Approved:  [Not  dated.  Released  June  11,  1919.] 

Carter  Glass, 

Secretary  of  the  Treasury. 


INDEX  TO  REGULATIONS  56. 

Paragraph 

Authority  for  regulations 4956 

Bad  debts,  allowances  or  deductions 4931,  4934 

Bankruptcy,  returns  by  trustee  in : 4943 

Books,  taxpayers’,  inspection 4946 

Branch  offices,  returns 4942 

Charging  tax  to  lessee 4936 

Checks,  dishonored,  in  payment  of  tax,  procedure  as  to 4952 

Uncertified,  payment  of  tax  by 4951,  4952 

Claims  for  refund  of  tax 4950 

Collection  of  taxes,  aid  of  existing  statutes 4948 

Copies,  statement  showing  tax  liability  of  exhibitor 4935 

Credits,  lessees 4934 

Lessors 4928 

Overpayments 4949 

Owner-exhibitor 4932 

Date  returns  due 4940,  4941 

Tax  effective 4924 

Deductions,  lessees 4934 

Lessors 4928 

Owner-exhibitor 4932 

Definitions: 

“Exhibitor” 4923 

“Lease” 4923 

“Lessor” 4923 

“Person” 4923 

“Rental  value’; 4923,4932 

Dishonored  checks  in  payment  of  tax,  procedure  as  to .4952 

Exhibitor,  definition 4923 

Expenses,  credits  or  deductions 4928—4934 

Fair  market  price,  lease  at  less  than 4938 

Forms,  returns 4945 

Inspection  of  books  of  taxpayers 4946 

Lease  at  less  than  fair  market  price 4938 

Lease,  definition 4923 

Lessee,  charging  tax  to 4936 

Liability  to  tax . 4927 

Measure  of  tax 4934 
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Paragraph 

Lessor,  definition 4923 

Liability  to  tax 4925 

Measure  of  tax 4928 

Statement  showing  tax  liability  of  exhibitor 4935 

Letter  of  transmittal  accompanying  check  in  payment  of  tax 4951 

Licensees,  charging  tax  to 4936 

Licensor,  statement  showing  tax  liability  of  exhibitor 4935 

Market  price,  lease  at  less  than 4938 

Measure  of  tax,  lease  at  less  than  fair  market  price 4938 

Lessees 4934 

Lessors 4928 

Owner-exhibitor 4932 

Price  advanced  to  cover  tax 4936 

Medium  of  payment  of  tax 4951,  4952 

Misrepresentation  of  tax 4953 

Monthly  returns 4939 

Oath,  monthly  returns 4939 

Overpayment  of  tax,  credit 4949 

Owners,  liability  to  tax 4926 

Rate  of  tax 4932 

Payment  of  taxes,  medium 4951,  4952 

Person,  definition 4923 

Liable  to  tax 4925 

Principal,  liability  to  tax  where  lease,  etc.,  executed  by  agent 4925 

Prior  statutes,  refund  of  taxes  paid  under 4937 

Promulgation  of  regulations 4955 

Rate  of  tax,  lessors 4928 

Owner-exhibitor 4932 

Receivers,  returns 4945 

Records  taxpayers’ 4944,  4948 

Refund  of  tax 4950 

Taxes  paid  under  former  statutes 4937 

Rental  value,  definition 4923,  4933 

Rentals,  measure  of  tax 4929,  4933 

Returns 4939,  4948 

Exhibitor 4935 

Lessors 4928 

Owner-exhibitor 4932 

Statement  showing  tax  liability  of  exhibitor 4935 

Terms  defined 4923 

Time  tax  effective 4924 

Transfer  of  burden  of  tax 4936,  4935 

Trustee  in  bankruptcy,  returns 4943 

Uncertified  checks,  payment  of  tax  by 4951,  4952 

Witnesses  to  monthly  returns 4939 

Words  and  phrases:  See  Definitions,  ante. 

END  OF  REGULATIONS  56. 


(T.  D.  2860.) 

4956  Synopsis  of  Decisions  on  Cases  Arising  under  Sections  628,  900, 
4500  902,  and  905  of  the  Revenue  Act  of  1918. — Records  of  Sales  of  Articles 
4525  Taxable  under  Sections  628,  900,  902,  and  905. — In  all  cases  of  sales 
4551  of  articles  taxable  under  the  provisions  of  Sections  628,  900,  902, 
and  905  of  the  Revenue  Act  of  1918,  the  person  responsible  for  the 
return  and  payment  of  the  tax  shall,  in  order  that  the  returns  may  be  readily 
checked  and  verified  by  examining  internal-revenue  officers,  keep  such 
records  and  memoranda  as  will  clearly  show  the  amounts  of  the  sales  of  tax- 
able articles  for  each  month.  The  tax  may  be  computed  upon  the  gross 
amount  of  the’taxable*sales  during'the  month  for  which  return  is  made. 
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4957  Resale  of  Parts  by  Automobile  Manufacturer. — Where  an  auto- 
4676  mobile  manufacturer  prior  to  the  issuance  of  Regulations  47  (May 

1,  1919)  billed  as  a separate  item  and  collected  tax  upon  the  resale 
of  parts  to  dealers  and  it  is  impracticable  to  adjust  the  tax  in  accordance 
with  Regulations  47,  the  total  amount  of  the  tax  collected  by  him  should  be 
paid  to  the  collector.  The  actual  manufacturer  of  the  parts  will  be  held 
to  be  exempt  from  tax  upon  such  sales  provided  he  has  on  file  a certificate 
from  the  automobile  manufacturer  to  the  effect  that  the  parts  purchased 
by  such  manufacturer  from  February  25,  1919,  to  the  date  of  the  issuance 
of  Regulations  47  had  either  been  used  In  the  manufacture  of  new  cars  or 
will  be  so  used,  or  that  the  tax  upon  such  parts  theretofore  sold  by  the  auto- 
mobile manufacturer  will  be  paid  directly  to  the  collector.  (T.  D.  2860, 
signed  by  Commissioner  Daniel  C.  Roper,  and  dated  June  10,  1919.) 

4958  Certain  Religious  Emblems  Liable  to  Tax. — Telegram  June  2. 

455  1 Rosaries  and  other  religious  emblems  are  taxable  under  Section 
4757  905,  Revenue  Act  1918,  if  made  of,  ornamented,  mounted,  or  fitted 

with  precious  metals,  imitations  thereof  or  genuine  ivory.  (Tele- 
gram to  Butler,  Lamb,  Foster,  and  Pope,  Chicago,  Illinois,  signed  by  Com- 
missioner Daniel  C.  Roper,  and  dated  June  5,  1919.) 


(ST-DSB-Mim.  2151.) 

4959  Certain  Articles  not  Subject  to  Tax  as  Toilet  Articles  or  Medicinal 
Preparations. — It  has  been  represented  to  this  office  that  various 

representatives  of  this  Bureau  have  given  erroneous  information  as  to  the  tax 
imposed  upon  toilet  articles  and  medicinal  preparations  under  Section  907 
of  the  Revenue  Act  of  1918. 

4960  You  are  instructed  that  tooth  brushes,  nail  files,  and  orange  wood 

4556  sticks  are  not  taxable  under  said  section. 

3788 

4961  Peroxide  of  hydrogen  and  witch  hazel,  when  made  in  accordance 

4557  with  formulas  contained  in  the  United  States  Pharmacopoeia,  and 
4805  not  held  out  or  recommended  in  any  way  as  proprietary  medicines, 

or  as  remedies  or  specifics  for  any  disease,  are. not  subject  to  said  tax’ 
but  if  so  held  out  or  recommended  they  are  taxable. 

4962  Shaving  cream  is  not  taxable  under  Section  907,  but  is  subject  to 
4521  tax  as  a toilet  soap  under  paragraph  (21)  of  Section  900  of  said 
4707  Act. 

4963  Your  attention  is  called  to  Regulations  47  and  51.  (Mim.  2151, 
signed  by  Commissioner  Daniel  C.  Roper,  and  dated  June  11,  1919.) 


WAR 


996 


TAX 


10-9-10. 


EXCISE  TAX  REGULATIONS 


DEALER’S  EXCISE  TAX 


(Se«  paragraph  1 of 


DEPARTMENT  NAME  AND  NO. 

SUBDIVISION  (Itj'Dta  SEC.  90« 

AMOUNT  Of  TAJ 

| DEPARTMENT  NAME  AND  NO. 

SUBDIVISION  UNDER  SEC  904 

AMOUNT  OP  TAX 

Total  lax  collected 1 

/ solemnly  swear  (or  o/Jf rm)  that  the  foregoing  Is  a true  return  of  the  amount  of  lax  Jut  on  the 

TUaUa ~ ~ * 

abooe-mmiioned  articles  for  the  month  oj 19 — anJ  that  the  creJils  claimed 

art  allowable  under  the  law. 

Sworn  to  and  subacrlbed  before  me  this Jay  of 19 

Penalty  25 % ..... , 

Penalty  5% .. ..... 

Interest 

(Name)  or  (Witness)  (See  paragraph  3 of  instructions)  (Title)  or  (Witness) 

Total  amount  Jut 

Name 

M>.  and  Street 
City  and  State 


[Page  1 of  Form  728-B] 


DEALER'S  EXCISE  TAX 


(See  paragraph  t of  instructions) 


DEPARTMENT  NAME  AND  NO. 

SUBDIVISION  UNDER  SEC  904 

AMOUNT  OP  TAX 

DEPARTMENT  NAME  AND  NO.  | SUBDIVISION  UNDER  SEC  904 

AMOUNT  OF  TAX 

1 

1 __  

~TV‘  , 

1 

Uss  credits 

/ solemnly  swear  (or  affirm)  that  the  foregoing  is  a true  return  of  the  amount  of  lex  due  on  the 

ToULtax  du  e 

a boce~  mentioned  articles  for  the  month  of  .... 
are  allowable  under  the  law. 

.19 orJ  Utal  U,..  credit.  claimed 

Penalty  25%  I r “ ” ‘ ~ 

Smn  to  mnd  <0 StrtW  Wore  im  till 

did 

. 19 

Penally  V? 

Into* 

( Name)  or  ( W itness)  (See  paragraph  3 of  Instructions)  (Title)  or 

(Witness) 

Total  amount  due .... 



Namt 

No.  and  Sired 
City  and  State 


Signed. 
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INSTRUCTIONS. 


(For full instructions  see  Regulations  No.  94.) 


to  each  such  article,  when  such  onid*  U sold  by  or  for  a dealer  or  Me  mm  o 
American  rags  made  principally  of  wool,  an  the  amount  In  excess  of  96  per  square  yard; 


- . . . » price  hereafter  spodfled 

or  after  such  date  for  coiuumpt  lou  or  use; 

• rirnels  and  ruirs,  Including  fiber,  except  imported  i 
Picture  frames,  on  the  amount  In  excess  of  110  oach. 

Trunks,  on  the  amount  In  excess  of  960 each; 

Values,  travel  mu  hues,  suitcases,  list  boxes  used  by  travelers,  and  fitted  toilet  oases,  on  the  amount  In  exocss  of  926  each 
Purses,  pr,  ket  books,  shopping  and  hand  bogs,  on  the  amount  In  excess  of  17  JO  each; 

Portable  lighting  fixtures,  Including  lamps  of  all  kinds  and  lampshades,  on  tho  amount  In 
Umbrellas,  parasols,  and  sun  shades,  on  the  amount  In  excess  of  (4  each; 

Fans,  on  tho  amount  In  excess  of  it  each; 

1 1 ouso  or  smoking  coots  or  /ackets.  and  bath  or  lounging  robes,  on  the  amount  tn  excess  of  S7M  each  • 

Men's  waistcoats,  sold  separately  from  suits,  on  tho  amount  in  excoss  of  K each 
Women's  and  misses’  hats,  bonnets,  and  hoods,  on  the  amount  In  excess  of  915  oach; 

Men’s  and  boys*  hats,  on  the  amount  In  excess  of  95  oach; 

Men's  and  boys’ caps,  oa  tho  amount  In  excess  of  $2  oach ; 

(14)  Men's,  women's,  misses',  and  boys’  boots,  shoes,  pumps,  and  slippers,  not  Including 
ankle,  on  the  amount  In  excess  of  910  per  pair; 

116)  Men  s and  boys’  neckties  and  neckwear,  on  tho  amount  In  excess  of  92  each; 

16)  Men’s  and  boys’  silk  stockings  or  hose,  on  the  amount  In  excoss  of  91  per  pair; 

17)  Women  ’s  and  misses’  silk  stockings  or  hose,  on  tho  amount  in  excess  of  92  per  pair- 
is)  Men's  shirts,  on  the  amount  in  excess  of  93  each; 

19)  Men's,  women's,  mlssos”.  and  boys'  pajamas,  nightgowns,  and  underwear,  on  tho  amount  in  excess  of  95  each  and 
20)  Kimonos,  petticoats,  and  waists,  on  the  amount  tn  excess  of  916  each. 


appliances  made  to  order  for  any  person  having  a crippled  or 


» Page  2 of  Form  728-B] 


® ) To  anymt^^umeratwl  In  paragraphs  la)  to  (8),  both  tndosfve,  of  subdivision  (a),  If  such  article  Is  made  of,  or  ornamented,  mounted,  or  fitted  with,  precious  metals  or 

lml  tations  thereof  or  ivory;  or  . 

(2)  To  any  article  made  of  fur  on  the  hide  or  pelt,  orof  which  any  snoh  fur  Is  theoomponent  material  of  chief  value;  or 

(3)  To  any  article  enumerated  In  section  900.  subdivision  (17),  liveries  and  livery  boots  and  hats,  or  (18)  of  hunting  and  shooting  garments  and  riding  habits. 

(c)  The  tax  imposed  by  this  section  shall  be  paid  by  the  purchaser  to  the  vendor  (dealer)  at  the  time  of  the  sale  and  shall  be  collected,  returned,  and  paid  to  the  United  States  (through 
theCollectoroflntemalRevenue)  by  such  vendor  * * 

In  making  out  the  returns  the  tax  collections  should  he  segregated  as  far  as  practicable  to  show  the  tax  collected  under  each  subdivision  under  section  904  aforementioned.  In  the 
first  column  enter  the  name  and  number  of  the  department,  if  any.  For  example:  Bostery,  No.  1 In  the  second  column  designate  the  subdivision  of  section  904  covered  by  each  entry 


2.  Computation  of  tf 
Special ettention  is alsooalled  losection  _ 
(9)  provides  that  tax  on  credit  transactions. shall 


under  sect  Ion  901  should  be  computed  at  the  rate  specified  upon  oach  sole  and  not  on  the  gross  sales  during  the  month, 
ion  1310,  which  is  fully  explained  in  Regulations  No.  64,  Article  35.  Paragraph  (o)  covers  credits  for  overpayment  or  < 
ns  shall  be  accounted  for  at  time  of  sale. 


overcollectloi)3.  Paragraph 


itary  public, 
thall  sign  the 


. . . , less  of  such  person. 

deputy  collector,  or  other  officer  authorixed  to  - 


s of  910.  In  which  case 


4.  Credits.— Where  any  of  the  articles  under  this  section  upon  which  the  t 


Every  person  required  to  make  returns  under  section  904must  keep  such  records  as  will  clearly  show  all  taxable  sales  in  order 

by  3^  Article  34  of  Regulations  64.— Returns  should  be  made  and  tax  paid  as  soon  after  the  last  day  of  the  month  03  possible. 

6.  Penalties.— Failure  to  pay  on  time,-6percent  of  taxsndlparoent  Interest  amonth.  Failure  to  file  on  time,  26  par  oant  of  tax.  Severe  penalties  for  false  or 
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4964  Extension  of  time  for  filing  returns  covering  taxes  imposed  by  Sec- 
4526  tions  900,  902,  904,  905,  and  906. — Announcement  was  made  to-day 
4552  by  the  Bureau  of  Internal  Revenue  of  an  extension  of  time  until 

4906  June  30  for  filing  returns  for  the  month  of  April  covering  collections 

4907  of  taxes  on  works  of  art  and  jewelry  imposed  respectively  by  Sections 
902  and  905  of  the  Revenue  Bill  of  1918.  The  time  for  filing  such 

returns  for  the  Month  of  May  is  extended  to  July  20. 

4965  An  extension  until  July  20  is  granted  also  for  filing  returns  for  the 

4526  month  of  May  covering  taxes  imposed  by  Section  628  (upon  soft 

4550  drinks  sold  in  closed  containers),  Section  630,  (upon  soft  drinks  sold 

at  soda  fountains,  ice  cream  parlors  and  similar  places  of  business), 
Section  900,  (manufacturer’s  excise  taxes),  Section  906,  (upon  motion  picture 
films),  and  904,  (the  so-called  “luxury  taxes”). 

4966  The  extensions  are  granted  because  of  unavoidable  delay  in  the 
printing  and  distribution  of  the  blanks.  (Official  announcement  by 

the  Bureau  of  Internal  Revenue,  dated  June  14,  1919.) 


4967  Sale  of  accessories  or  parts  for  use  other  than  in  connection  with 
4503  automobiles.  Purchase  of  materials  for  use  in  further  manufacture 
4688  of  parts  or  accessories. — Referring  to  your  letter  of  June  13,  1919, 
4690  regarding  the  tax  on  automobile  parts  and  accessories  under  section 
900  of  the  Revenue  Act  of  1918,  you  are  advised  that  automobile 
parts  or  accessories  or  parts  thereof  are  not  subject  to  tax  under  section  900 
when  sold  for  use  other  than  on  or  in  connection  with  an  article  taxable  under 
section  900,  subdivisions  1,  2 or  3,  provided  the  manufacturer  thereof  has 
actual  knowledge  or  a certificate  from  the  purchaser  that  such  is  the  case. 
The  form  of  certificate  for  use  in  such  cases,  which  you  transmit  with  your 
letter,  is  satisfactory.  [A  reproduction  of  the  certificate  referred  to,  is  in-, 
serted  here.] 


0 
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CERTIFICATE  WHERE  ARTICLE  IS  NOT  TO  BE  USED  IN 
CONNECTION  WITH  AUTOMOBILE. 


The  undersigned  does  hereby  certify  that  he  is  not  a manufacturer  or 
producer  of  automobiles,  or  a dealer  in  parts  or  accessories  therefor,  as  such 
terms  are  used  or  employed  in  sub  “(1),”  “(2),”  and  “(3),”  of  Sec.  900,  Title 
IX.,  of  the  United  States  Revenue  Law  of  1918  (approved  February  24,  1919), 
and  does  hereby  covenant,  agree  and  guarantee  that  the  article  or  articles 
enumeratedjinjthe^orderjor  memorandum  of  sale  hereto  attached  and  made 
part  hereof,  is  or  are  not  to  be  used  in  any  way  in  connection  with  an  “auto- 
mobile” as  such  term  is  defined  in  Articles  11  tol6,  inclusive,  of  United  States 
Internal  Revenue  Department  Regulations  No.  47,  issued  May  5,  1919. 

Dated, 


THE  SIMMS  MAGNETO  CO. 

(Vendor) 

East  Orange,  N.  J. 


By 


(Vendee) 
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4968  Where  you  purchase  materials  to  be  used  by  you  in  the  further  manu- 
4688  facture  of  automobile  parts  or  accessories,  in  order  to  secure  these  free 

of  tax,  it  will  be  necessary  for  you  to  furnish  the  manufacturer  from 
whom  you  purchase  the  articles  with  a certificate  to  the  effect  that  the  articles 
are  to  be  used  in  the  further  manufacture  of  an  article  taxable  under  sub- 
divisions 1,  2 or  3 of  section  900,  or  in  the  further  manufacture  of  an  article 
that  is  to  be  sold  for  use  other  than  on  or  in  connection  with  an  automobile 
truck,  automobile  wagon,  other  automobiles  or  motorcycles.  (Letter  to  The 
Sims  Magneto  Co.,  East  Orange,  N.  J.,  signed  by  Deputy  Commissioner  John 
E.  Walker,  and  dated  June  30,  1919.) 

4969  “Road  locomotives”  as  tractors.— Referring  to  your  inquiry  of  July 

4685  3 regarding  “road  locomotives”  which  are  used  for  towing  purposes, 

you  are  advised  that  such  vehicles,  when  they  are  so  constructed  as 
not  to  carry  a part  of  the  load  which  they  haul,  are  held  to  be  tractors  and 
exempt  from  tax  under  the  Revenue  Act  of  1918.  (Letter  to  The  Corporation 
Trust  Company  signed  by  Commissioner  Daniel  C.  Roper  and  dated  July 
15,  1919.) 


497  0 No  refund  of  tax  on  taxable  sales  of  parts  and  accessories  to  a jobber. 

4690  — Referring  to  your  letter  of  June  25,  you  are  advised  that  the  tax 

imposed  on  automobiles,  tires,  parts,  and  accessories  under  section 
900,  subdivisions  1,  2,  and  3,  of  the  Revenue  Act  of  1918,  is  a tax  on  the  sale 
of  such  articles  by  the  manufacturer  thereof,  and  the  sale  of  such  articles  free 
from  tax  is  made  under  the  conditions  outlined  in  Regulations  47  (supple- 
mented by  T.  D.  2852),  when  made  to  the  manufacturer  of  an  automobile, 
etc.,  for  use  in  the  further  manufacture  of  such  an  article,  or  when  sold  for 
purposes  other  than  use  connected  with  an  automobile.  IJThe  sale  by  the 
manufacturer  thereof  of  such  articles  to  a jobber  is  subject  to  tax  regardless 
of  whether  or  not  the  jobber  resells  the  articles  to  an  automobile  manu- 
facturer, and  there  is  no  provision  in  the  law  whereby  a refund  may  be  made 
when  the  articles  are  sold  by  him  for  use  in  the  manufacture  of  an  automobile, 
parts,  or  accessories.  (Letter  to  The  Corporation  Trust  Company,  signed  by 
Commissioner  Daniel  C.  Roper,  and  dated  July  16,  1919.) 
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(T.  D.  2893.) 

4971  Synopsis  of  decisions  on  excise  taxes  imposed  by  the  Revenue  Act 

of  1918. — The  following  synopsis  of  rulings  of  the  Commissioner  of 

Internal  Revenue  on  questions  arising  under  the  Revenue  Act  of 
1918  is  published  for  the  information  of  revenue  officers  and  others  concerned. 

ADMINISTRATIVE  PROVISIONS. 

4972  (1)  Use  of  stamps  issued  under  prior  Revenue  Acts:  Proprietary 

3519  stamps  prepared  and  distributed  under  authority  of  section  22,  Act 
4555  of  October  22,  1914,  can  not  legally  be  used  for  payment  of  taxes 

imposed  by  section  907  of  the  Act  of  February  24,  1919.  Documen- 

tary stamps  prepared  and  distributed  under  authority  of  section  22  of  the  Act 
of  October  22,  1914,  and  section  805  (a)  of  the  Act  of  October  3,  1917,  may  be 
legally  used  for  payment  of  taxes  imposed  by  section  1107  [1J3519]  of  the 
Revenue  Act  of  1918. 

******** 

EXCISE  TAXES  ON  SALES  BY  THE  MANUFACTURER— Section  900. 

4973  (1)  Articles  consigned  to  retailer. — The  last  sentence  of  article  8 

4682  of  Regulations  47  is  hereby  amended  to  read  as  follows: 

Where  a manufacturer  consigns  articles  to  a retailer,  retain- 
ing ownership  in  them  until  they  are  disposed  of  by  the  retailer,  the 
manufacturer  must  pay  the  tax  upon  the  basis  of  the  manufacturer’s 
selling  price  on  all  goods  sold  to  the  retailer,  as  shown  by  reports  to  be 
procured  by  him  monthly  from  the  retailer. 

4974  (2)  Tires,  inner  tubes,  parts,  or  accessories. — Article  14  of  Regula- 

4688  tions  47  is  supplemented  by  adding  thereto  the  following: 

The  words  “tires,  inner  tubes,  parts,  or  accessories”  shall  be 
understood  to  embrace  only  such  tires,  inner  tubes,  parts,  or  acces- 
sories as  have  reached  such  a stage  of  manufacture  that  they  con- 
stitute articles  commonly  or  commercially  known  as  “tires,  inner 
tubes,  parts,  or  accessories”  and  shall  not  be  understood  to  embrace 
raw  materials  used  in  the  manufacture  of  such  articles.  Un- 
vulcanized sheet  rubber,  liquid  vulcanized  rubber  cement,  and 
friction  fabrics  are  considered  to  be  raw  materials  and  are  exempt 
from  tax. 

4975  (3)  Definition  of  chassis  and  parts. — The  last  two  sentences  of 

4689  Article  15  of  Regulations  47,  modified  by  T.  D.  2852,  are  hereby 
4920  further  modified  to  read  as  follows: 

A chassis  provided  with  a superstructure  of  such  design  that  it 
is  without  substantial  additions  adaptable  for  hauling  heavy  loads 
is  an  “automobile  truck”  or  “automobile  wagon”  and  taxable  at  the 
rate  of  3 per  cent,  when  sold  by  the  manufacturer  thereof.  A chassis 
not  so  equipped  is  an  “other  automobile”  or  a “part”  taxable  at  the 
rate  of  5 per  cent,  when  sold  by  the  manufacturer  thereof  unless  (1) 
the  manufacturer  has  actual  knowledge  from  the  construction  of  the 
chassis  which  he  sells  that  it  is  to  be  used  as  an  automobile  truck  or 
automobile  wagon  or  has  in  his  possession  at  the  time  the  chassis  is 
shipped  or  sold  (whichever  is  prior)  an  order  or  contract  of  sale  with 
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a certificate  of  the  purchaser  in  writing,  printed  thereon  or  perman- 
ently attached  thereto,  showing  that  the  chassis  specified  in  the 
order  is  to  be  so  used,  in  which  case  the  chassis  will  be  taxable  at 
the  rate  of  3 per  cent,  when  sold  by  the  manufacturer  thereof;  or  (2) 
unless  the  manufacturer  has  in  his  possession  at  the  time  the  chassis 
is  shipped  or  sold  (whichever  is  prior)  an  order  or  contract  of  sale 
of  the  purchaser  in  writing,  printed  thereon  or  permanently  at- 
tached thereto,  showing  that  the  chassis  specified  in  the  order  is  to  be 
used  in  the  further  manufacture  of  an  automobile  truck,  automobile 
wagon,  or  other  automobile,  in  which  case  the  chassis  may  be  sold  as 
a “part”  free  from  tax  if  the  purchaser  furnishes  the  certificate  pro- 
vided for  in  Treasury  Decision  2852  [^[4918]  for  purchasing  parts  tax 
free. 

4976  In  the  case  of  a chassis  which  is  taxable  as  an  automobile  truck  or 
automobile  wagon  at  the  rate  of  three  per  cent.,  or  in  case  the  chassis 
is  taxable  as  an  “other  automobile”  at  five  per  cent.,  the  manufacturer  of  the 
chassis  must  return  the  tax  to  the  government  in  all  instances.  In  case  the 
purchaser  of  the  chassis  reimburses  the  tax  to  the  manufacturer  and  further 
completes  the  chassis  by  the  addition  of  a body  and  sells  the  completed 
automobile  truck  or  automobile  wagon  or  other  automobile,  the  tax  must  be 
paid  on  the  selling  price  of  the  complete  automobile  truck,  automobile  wagon, 
or  other  automobile  less  any  tax  already  reimbursed  to  the  manufacturer  of 
the  chassis. 

497  7 A body  being  a part,  a taxpayer  who  purchases  such  an  article  for 
use  in  further  manufacturing  an  automobile  truck,  automobile  wagon, 
or  other  automobile  may  purchase  it  tax  exempt  by  furnishing  the  certificate 
provided  for  in  Treasury  Decision  2852  for  purchasing  parts  tax  free.  After 
the  date  of  the  approval  of  this  Treasury  Decision,  unless  the  certificate 
provided  for  in  Treasury  Decision  2852  for  the  purchase  of  tires,  inner  tubes, 
parts,  or  accessories  tax  free  is  furnished  with  the  order,  in  all  cases  where  a 
subsequent  manufacturer  reimburses  the  prior  manufacturer  for  tax,  if  such 
subsequent  manufacturer  uses  such  tires,  inner  tubes,  parts,  or  accessories 
in  the  manufacture  of  an  automobile  truck,  automobile  wagon,  other  auto- 
mobile, motorcycle,  tire,  inner  tube,  part,  or  accessory,  he  must  take 
credit  for  the  tax  so  reimbursed  in  the  same  manner  as  is  provided  in  the  case 
of  a chassis.  - 

4978  The  term  “superstructure”  is  deemed  to  mean  any  chassis  frame 
of  steel  or  wood  or  other  material  which  is  adaptable  by  the  addition 
of  a few  bolsters  or  planks  for  carrying  a heavy  load. 

497  9 If  a person,  partnership,  or  corporation  manufactures  for  sale  separ- 
ately parts  or  accessories  and  is  also  engaged  in  the  business  of  re- 
pairing and  rebuilding  automobiles,  automobile  trucks,  automobile  wagons, 
other  automobiles  or  motorcycles,  such  parts  or  accessories  used  for  repair 
or  rebuilding  purposes  are  subject  to  taxation  upon  the  amount  charged  for 
the  entire  job,  unless  the  amount  charged  for  the  parts  so  used  is  billed 
separately,  in  which  case  the  tax  will  attach  to  the  sale  price  of  the  parts  only. 
A person,  partnership,  or  corporation  doing  strictly  a repair  business  and 
manufacturing  'only  such  parts  as  are  needed  for  an  immediate  job  is  not 
subject  to  the  tax  imposed  under  section  900,  such  parts  being  exempt. 

4980  (4)  Parts  or  accessories— Article  16  of  Regulations  47  is  supple- 

4690  mented  by  adding  thereto  the  following: 

Parts  or  accessories  for  automobile  trucks,  automobile 
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wagons,  other  automobiles,  or  motorcycles  primarily  adaptable  for 
use  on  or  in  connection  therewith  when  sold  for  any  other  purpose 
are  not  taxable  provided  the  purchaser  files  with  his  order  a state- 
ment that  such  parts  or  accessories  are  to  be  used  on  or  in  connection 
with  another  article  of  commerce  not  enumerated  or  included  in 
subdivision  (1),  (2),  or  (3)  of  Section  900.  For  example,  a self-starter 
primarily  adaptable  for  use  on  an  automobile,  if  sold  to  a manu- 
facturer of  motor  boats,  such  manufacturer  stating  in  his  order 
that  it  is  to  used  in  the  manufacture  of  a motor  boat  and  not  upon  an 
automobile,  is  not  taxable. 

4981  (5)  Player  pianos. — Article  17  of  Regulations  47  is  supplemented  by 

4691  adding  thereto  the  following: 

A player  piano  is  a piano. 

4982  (6)  Fishing  tackle. — ’Article  18  of  Regulations  47  is  supplemented  by 

4692  adding  thereto  the  following: 

Rods  and  reels  and  rod  and  reel  cases  are  the  only  fishing  tackle 
subject  to  tax. 

4983  (7)  Chewing  gum.— Article  19  of  Regulations  47  is  supplemented  by 

4693  adding  thereto  the  following: 

Chewing  gum  is  taxable  under  section  900  regardless  of  the 
fact  that  it  may  be  advertised  or  held  out  as  having  medicinal 
properties.  It  is  not  taxable  under  section  907  as  a medicinal 
preparation. 

4984  (8)  Liveries. — Article  29  of  Regulations  47  is  amended  by  adding 

4703  thereto  the  following: 

A chauffeur’s  uniform  is  not  taxable  as  a livery  unless  it  has'  * 
some  distinctive  characteristic  to  distinguish  it  from  civil  dress.  For 
example,  a sack  coat  or  double  breasted  overcoat,  buttoned  to  the 
neck,  with  shield  front,  is  taxable  as  a livery. 

4985  (9)  Fur  goods. — Article  31  of  Regulations  47  is  supplemented  by 

4705  adding  thereto  the  following: 

When  a manufacturer  sells  an  article  made  of  fur  (in  which 
fur  is  the  component  material  of  chief  value)  that  is  not  entirely 
finished  and  ready  to  wear  to  another  manufacturer  who  completes 
and  sells  the  article  in  its  finished  state,  the  first  manufacturer  is 
liable  to  tax  upon  the  basis  of  his  selling  price  to  the  second  manu- 
facturer. The  second  manufacturer  is  also  liable  to  tax  upon  the 
selling  price  of  the  finished  garments  (in  which  fur  is  the  component 
material  of  chief  value)  though  he  is  entitled  to  a credit  for  any  tax 
which  he  has  reimbursed  to  the  first  manufacturer  upon  the  fur 
article  sold  by  him.  Thus,  a manufacturer  of  fur  collars  and  cuffs 
and  unfinished  fur  trimmings  is  liable  to  tax  under  section  900  upon 
the  selling  price  of  such  article.  A manufacturer  of  a cloak  or  suit 
who  sews  any  of  the  above  fur  articles  to  a garment,  if  such  collar, 
cuffs,  and  trimmings  are  the  component  material  of  chief  value,  is  also 
liable  to  tax  upon  the  selling  price  of  the  entire  garment.  He  is  en- 
titled to  a credit  for  any  tax  which  he  has  reimbursed  to  the  first 
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manufacturer  upon  any  article  forming  a component  part  of  the 
article  sold  by  him  and  in  respect  to  which  a tax  is  paid  by  him. 

4986  (10)  Toilet  soaps. — Article  33  of  Regulations  47  is  supplemented  by 
4707  adding  thereto  the  following: 

Soaps  and  soap  powders  advertised  and  held  out  as  suitable 
for  toilet  purposes  or  for  application  to  the  body  or  part  of  the  body 
as  cleansing  agents  are  taxable  under  section  900  regardless  of 
whether  they  are  advertised  or  held  out  as  having  medicinal  proper- 
ties. Medicated  toilet  soaps  are  not  subject  to  tax  under  section 
907  as  medicinal  preparations. 

WEARING  APPAREL- Section  904. 

4987  (1)  Military  hats  and  caps.— The  first  paragraph  of  article  24  of 
4871  Regulations  54  is  supplemented  by  adding  thereto  the  following: 

Military  hats  are  taxable  if  sold  for  a price  in  excess  of  $5.00 

each. 

4988  The  first  paragraph  of  article  25  is  supplemented  by  adding  thereto 
4R73  the  following: 

Military  caps  are  taxable  if  sold  for  a price  in  excess  of  $2.00 . 

each. 

' 1 lO  r '.S  Oj 370  i OD/5  cWr 

4 989  (2)  Surgical  elastic  hose.— Article  28  of  Regulations  54  is  [supple 

4881  mented  by  adding  thereto  the  following: 

Surgical  elastic  hose  used  for  the  purpose  of'  giving  relief  to  or 
strengthening  weak  or  injured  limbs  are  not  taxable  even  though 
made  of  silk.  • • t 
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4990  (3)  Abdominal  belts  and  supports.— Article  30  of  Regulations  5'4  is 
4884  supplemented  by  adding  thereto  the  following: 

Abdominal  belts  and  supports  are  not  taxable  as  underwear. 
Corsets  made  for  abnormal  and  deformed  figures,  are  subject  to  tax 
as  underwear,  unless  made  to  be  worn  as  a remedial  agent' Upon 'the 
order  or  prescription  of  a physician  or  surgeon.  . , 

JEWELRY—  Section  905. 

4991  (1)  Articles  consigned  to  dealer —Article  3 of  Regulations  48  is 
4730  hereby  amended  to  read  as  follows: 

Art.  3.  Tax  payable  by  vendor.— The  tax  is  to  be  paid  by  the 
vendor  on  all  sales  made  direct  by  him  or  through  an  agent  whether 
a sales  agent,  broker,  or  auctioneer.  In  the  case  of  articles  taxable 
under  section  905,  where  an  article  is  consigned  to  a dealer  the  tax- 
able sale  is  that  made  by  the  consignee  provided  the  article  is  sold 
for  consumption  or  use. 

4992  (2)  Gifts. — Article  5 of  Regulations  48  is  supplemented  by  adding 
4732  thereto  the  following: 

No  tax  attaches  to  the  gift  of  an  article  which  if  sold  would 
be  taxable.  Premiums  given  in  return  for  wrappers,  labels,  coupons, 
trading  stamps,  or  other  scrip  are  not  considered  as  gifts. 
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4993  (3)  Articles  made  of  or  ornamented,  mounted,  or  fitted  with  pre- 

4757  cious  metals,  or  imitations  thereof,  or  ivory.— Article  24  of  Regula- 
tions 48  is  supplemented  by  adding  thereto  the  following: 

4994  Eyeglasses  and  spectacles  with  frames  or  mountings  made  of 
or  ornamented,  mounted,  "or  fitted  with  precious  metals  or  imita- 
tions thereof  or  ivory  are  subject  to  tax.  The  tax  attaches  to  the 
selling  price  of  the  complete  article  including  frames,  mountings,  and 
lenses  and  also  to  the  charge  for  examination  unless  this  is  billed  as 
a separate  item.  No  tax  attaches  to  the  sale  of  lenses  separate  and 
apart  from  the  frames  or  mountings. 

4995  Shoe  buckles  not  attached  to  shoes  are  taxable  as  jewelry 
under  section  905”  regardless  of  the  material  of  which  made  iPthey 
are  ornamented,  mounted,  or  fitted  with  pearls,  precious  or  semi- 
precious stones  or  imitations  thereof.  Shoe  buckles  made  of  or 
ornamented,  mounted  or  fitted  with  precious  metals  or  imitations 
thereof  or  ivory  are  taxable  under  section  905.  When  shoe  buckles 
are  attached  to  shoes  the  tax  of  10  per  cent.,* imposed  by  section  904, 
attaches  to  so  much  of  the  sales  price  of  the  shoes  and  buckles  as  is 
in  excess  of  $10  per  pair.  If  the  sales  price  is  not  in  excess  of  $10 
per  pair  no  tax  attaches. 

4996  Fountain  pens  equipped  with  gold  pen  points  are  taxable  on 
the  total  price  for  which  such  pens  are  sold. 

4997  (4)  Repairs. — Article  28  of  Regulations  48  is  supplemented  by 

4764  adding  thereto  the  following: 

Repairs  which  are  merely  such  as  to  put  the  article  in  a ser- 
viceable condition  as  originally  sold  and  which  do  not  increase  the 
original  value  of  the  article  repaired,  even  though  such  repairs  in- 
volve the  addition  of  precious  metals  or  imitations  thereof,  or  ivory, 
are  not  taxable  under  section  905.  However,  repairs  involving  the 
addition  of  precious  metals,  or  imitations  thereof,  or  ivory,  not  fall- 
ing in  the  above  class,  or  pearls,  precious  and  semi-precious  stones 
and  imitations  thereof  are  taxable  upon  the  price  of  the  added  parts, 
which  will  be  presumed  to  be  the  price  charged  for  the  job  unless  the 
contrary  is  shown. 

MEDICINAL  ARTICLES- Section  907. 

4998  (1)  Articles  given  away  as  free  samples.— Article  5 of  Regulations 

4780  51  is  supplemented  by  adding  thereto  the  following: 

4999  Articles  given  away  as  free  samples  are  not  subject  to  tax  if  a 
notation  is  made  on  the  package  that  the  article  is  not  to  be  sold 

for  consumption  or  use,  but  is  a free  sample.  If  an  article  taxable 
under  section  907  is  given  away  free  with  the  purchase  of  another 
article  taxable  under  this  section  the  tax  shall  be  computed  upon  the 
total  amount  paid  and  the  proper  amount  of  stamps  affixed  to  the 
package. 

5000  When  a dealer  dispenses  bromo  seltzer,  seidlitz  powders,  etc. 
to  customers  he  will  be  considered  the  consumer  and  must  affix 
the  proper  stamps  to  the  bottle. 
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6001  (2)  Sales  to  the  United  States  or  a State.— Article  8 of  Regulations 

4787  51  is  hereby  amended  to  read  as  follows: 

Articles  sold  to  the  United  States  or  to  a State  or  a political 
subdivision  thereof  for  use  in  carrying  on  its  governmental  operations 
are  not  taxable. 

6002  (3)  Cough  Drops.  Article  16  of  Regulations  51  is  supplemented 
4801  by  adding  thereto  the  following: 

(e)  Where  cough  drops  are  held  out  or  recommended  as 
remedies  or  specifics  for  a cold  or  affection  of  the  throat  and  are  sold 
by  or  for  a dealer  or  his  estate  for  consumption  or  use  such  sale  is 
subject  to  a tax  of  1 cent  for  each  25  cents  or  fraction  thereof  of  the 
amount  paid  for  the  cough  drops.  If  two  or  more  packages  of  cough 
drops,  troches,  or  lozenges  recommended  as  a remedy  for  a cold  or 
fGr  an  affection  of  the  throat  are  soid  for  25  cents  or  less  the  tax 
collectible  is  1 cent  provided  the  container  or  wrapper  in  which  the 
packages  are  sold  bears  ihe  requisite  tax  stamp  or  stamps. 

5003  (4)  Serums,  vaccines,  etc— Article  17,  subdivision  (d),  Of  Reguia- 

4808  tions  51  is  supplemented  by  adding  thereto  the  following: 

Chemical  preparations  such  as  serums,  vaccines,  antitoxins, 
and  salvarsan  when  prepared  by  open  formula  advertised  to  the 
medical  profession  only  and  the  labels  and  directions  indicate  use 
only  by  the  medical  profession,  are  exempt  from  tax. 

(T.  D.  2893,  signed  by  Commissioner  Daniel  C.  Roper,  and  dated  July 

17,  1919.)  Released  for  publication  July  22,  1919.] 
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(T.  D.  2897.) 

5004  Manufacturers,  producers,  importers,  and  vendors  are  subject  to 

4500  excise  taxes  imposed  upon  them  upon  sales  of  taxable  articles  even 

when  the  sales  are  made  to  a State  or  political  subdivision  thereof, 
unless  the  taxing  act  specifically  exempts  them  from  tax  upon  such  sales. 
Article  10  of  Regulations  47,  and  Article  6 of  Regulations  48,  are  amended. — 
Under  an  opinion  of  the  Attorney  General,  dated  July  7,  1919,  manufac- 
turers, producers,  and  importers  are  declared  to  be  subject  to  the  excise  tax 
imposed  by  Section  900  of  the  Revenue  Act  of  1918  upon  sales  made  to  a 
State  or  a political  subdivision  thereof  except  as  provided  in  subdivision  (10) 
of  such  section. 

5005  In  accordance  with  the  above  opinion,  manufacturers,  producers,  and 

4525  importers  are  subject  to  excise  tax  under  Section  600  of  the  Revenue 

4528  Act  of  1917  and  Section  900  of  the  Revenue  Act  of  1918  upon  all 

4551  sales  of  taxable  articles  made  to  States  or  political  subdivisions 

4554  thereof  except  where  specifically  exempt  from  tax  upon  such  sales, 

4555  as  under  subdivision  (10)  of  Section  900  of  the  Revenue  Act  of  1918. 
In  addition  to  liability  to  tax  under  the  above  sections,  manufac- 
turers, producers,  importers,  and  vendors  are  held  to  be  liable  to  tax  upon 
all  sales  of  taxable  articles  made  to  States  or  political  subdivisions  thereof 
under  Section  313  of  the  Revenue  Act  of  1917  and  under  Sections  628,  902, 
and  905  of  the  Revenue  Act  of  1918;  and  lessors  of  positive  motion-picture 
films  containing  pictures  ready  for  projection  are  subject  to  tax  upon  amounts 
received  from  the  leasing  of  such  films  to  States  or  political  subdivisions 
thereof  under  Section  906  of  the  Revenue  Act  of  1918.  Where  an  excise  tax 
is  imposed  directly  upon  the  vendee  as  under  Sections  904  and  907  of  the 
Revenue  Act  of  1918,  sales  to  States  or  political  subdivisions  thereof  are  ex- 
empt from  tax. 

5006  Article  10  of  Regulations  47  is  amended  to  read  as  follows: 

4684  Art.  10.  Sales  to  the  Government  or  a State. — The  tax  applies  to 
articles  enumerated  in  section  900  when  sold  to  the  Government. 
Where,  however,  the  Government  supplies  a manufacturer  with  ail  materials 
and  parts,  except  a small  portion  furnished  by  the  manufacturer  under  a 
contract  stipulating  that  the  manufacturer  shall  be  guaranteed  a certain 
profit,  no  tax  is  payable  because  the  manufacturer  does  not  sell  the  article. 
Articles  manufactured  in  plants  taken  over  and  operated  by  the  Government 
are  not  subject  to  the  tax.  The  tax  also  applies  to  the  articles  enumerated  in 
this  section,  except  to  those  enumerated  under  subdivision  (10),  when  sold 
to  a State  or  political  subdivision  thereof  even  though  they  are  to  be  paid  for 
entirely  out  of  public  moneys  and  are  to  be  used  in  the  carrying  on  of  govern- 
mental operations. 

5 007  Article  6 of  Regulations  48  is  amended  to  read  as  follows: 

4733  Art.  6.  Sales  to  the  United  States  or  a State. — The  tax  applies  to 
articles  enumerated  in  sections  902  and  905  when  sold  to  the  United 
States.  Such  articles  are  also  subject  to  tax  when  sold  to  a State  or  political 
subdivision  thereof  for  use  in  carrying  on  its  governmental  operations.  (T. 
D.  2897,  signed  by  Commissioner  Daniel  C.  Roper,  and  dated  July  22,  1919.) 
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(T.  D.  2909.). 

5008  Excise  Tax —Sales  by  agents  - Article  V, Regulations  44  amended, — 

4574  Article  V.  of  Regulations  44  is  hereby  amended  to  read  as  follows: 
Art.  V.  Sales  by  agents.— Where  the  agent  of,  a manufacturer 
makes  a Sale,  it  is  to  be  treated  as  a,  sale  of  the  manufacturer.  If  the  manu- 
facturer nominally  sells  an  article  to  a sales  agent  orisales  agency,  but  retains 
' an  interest  in  the  profits  from  the  resale  of  the  articles,  the  taxable  sale  is  that 
made  by  the  sales  agent  or  agency,  rather  *han  the  nominal  sale  by  the  man- 
ufacturer to  the  agent  or  agency.  Where  a so-called  sales  agent  or  distributor 
“is  a separate  corporation,  and  the. sale  to.it  is  ahsolute,  and  at  prices  such  as 
Ordinarily  obtain  between  persons  dealing  at  arm’s-length,  with  no  further 
payment  or  benefit  accruing  to  the  manufacturer  upon  resale  or  otherwise 
except  the  receipt  of  dividends  on  stock-holdings,  the  taxable  sale  is  that  made 
by  the  manufacturer  to  such  sales  corporation,  even  though  all  or  substantially 
all  of  the  stock  of  such  sales  corporation  is  held  by  or  for  the  benefit  of  the  man- 
ufacturer. Where,  however,  there  exist  facts  and  circumstances,  which  tend 
to  establish  the  relationship  of  principal  and  agent  between  the  manufacturer 
,and  the  sales  corporation,  such  as  proof  of  benefits  accruing  to  the  manu- 
facturer other  than  through  stock  ownership  or  sales  between  the  manu- 
facturer and  sales  corporation  at  prices  which  indicate  some  special  relation- 
ship between  the  two  or  with  further  payments,  the  taxable  sale  is  that  made 
by  the  sales  corporation.  The  mere  ownership  of  the  majority  or  all  of  the 
stock  of  the  sales  corporation  by  the  manufacturer,  without  more,  is  not 
sufficient  to  establish  the  relationship  of.  principal  and  agent.  The  same 
rule  applies  in  the  case  of  the  selling  corporation  which  owns  substantially 
all  the  stock  of  the  manufacturing  corporation,  (T.  D.  2909,  signed  by  Com- 
missioner Daniel  C.  Roper,  and  dated  August  11,  1919.). 

(T.  D.  2915.) 

5009  Excise  Tax.— So  much  of  the  provisions  of  Article  14  of  Regulations 

4688  47,  Treasury  Decisions  2852,  2860  and  2893,  relating  to  the  sale  of 

4917  tires,  inner  tubes,  parts,  or  accessories,  to  manufacturers  or  pro- 
4957  ducers  of  automobile  trucks,  automobile  wagons,  other  automobiles, 
7239  motorcycles,  tires,  inner  tubes,  parts  and  accessories,  for  sale  with- 
out further  manufacture,  modified.— Article  14  of  Regulations  47 

entitled  “Tires,  inner  tubes,  parts  and  accessories  sold  to  manufacturers’’ 
'is  hereby  modified  to  read  as  follows:  Subdivision  (3)  of  Section,  900  of  the 
Act  exempts  from  tax,  sales  of  tires,  inner  tubes,  parts,  or  accessories  to  a 
manufacturer  or  producer  of  autpihbbile  trucks,,  automobile  wagons,  other 
automobiles,  motorcycles,' tires,'  inner  tub$s,  parts,  or  accesspries,  In  order 
for  the  sale  to  come  within  the.  exemption  of.  the  .statute,  the  vendor  must 
also  at  the  time  the  goods  are  shipped  or  . sold,  (whichever,. is  prior)  have  in 
his  possession  an  order  or  contract  of  .sale,  ..with  certificate  of.  the  purchaser 
in  writing,  printed  thef eon  or  permanently  attached  thereto,  to  the  effect 
that  the  purchaser  is  a manufacturer  or  producer  of  automobile  trucks,  auto- 
mobile wagons,  other  automobiles,  motorcycles,  tires,  inner  tubes,  parts 
or  accessories;  that  he  is  purchasing  the  articles  in  question  as  such  manu- 
facturer or  producer  for  resale  in  some  form  or  manner,  or  for  free  replacement 
under  contract  or  guaranty;,  and  that.he  will  account  to  the  Internal  Revenue 
Collector  and  pay  the  tax  on  the  sale  of  such  articles,  unless  such  sales  by 
him  are  made  to  another  manufacturer  or  producer  of  automobile  trucks, 
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automobile  wagons,  other  automobiles,  motorcycles,  tires,  inner  tubes,  parts, 
or  accessories  for  resale  by  him  in  some  form  or  manner  or  for  free  replace- 
ment, in  which  case  he  will  require  the  same  form  of  certificate  from  such 
manufacturer  or  producer;  that  when  such  tires,  inner  tubes,  parts  or  acces- 
sories are  sold  other  than  on,  or  in  connection  with,  the  sale  of  new  auto- 
mobile trucks,  wagons,  automobiles  or  motorcycles,  he  will  pay  the  tax  on 
such  sales  (unless  made  to  a manufacturer  or  producer,  or  for  free  replace- 
ment under  a contract  or  guaranty);  that  when  such  articles  are  sold  on 
or  in  connection  with  the  sale  of  such  new  vehicles  he  will  pay  the  tax  on 
the  selling  price  of  such  vehicles,  including  such  articles.  Said  manufacturers 
furnishing  such  certificate  will  be  deemed  manufacturers  within  the  meaning 
of  the  law  and  subject  to  the  tax  imposed  on  sales  of  such  articles  by  manufac- 
turers, unless  the  sales  are  made  to  another  manufacturer  or  producer  of 
automobile  trucks,  automobile  wagons,  other  automobiles,  mororcycles, 
tires,  inner  tubes,  parts  or  accessories,  for  resale  by  him  in  some  form  or  man- 
ner or  for  free  replacement  under  a contract  or  guaranty,  and  who  furnishes 
a certificate  so  stating.  Following  is  a form  of  the  certificate  or  statement 
which  will  be  accepted,  and  in  substance  must  be  strictly  adhered  to: 

FORM  OF  CERTIFICATE. 

The  undersigned  hereby  certifies  that  he  is  a manufacturer  or  producer 
of  automobile  trucks,  automobile  wagons,  other  automobiles,  motorcycles, 
tires,  inner  tubes,  parts  or  accessories,  and  that  the  tires,  inner  tubes,  parts 
or  accessories  purchased  hereunder  are  purchased  by  him  as  such  a manu- 
facturer or  producer  for  resale  in  some  form  or  manner,  or  for  free  replacement 
under  contract  or  guaranty,  and  agrees  if  any  of  the  tires,  inner  tubes,  parts 
or  accessories  are  sold  by  him  exempt  from  tax  to  another  manufacturer 
or  producer  of  automobile  trucks,  automobile  wagons,  other  automobiles, 
motorcycles,  tires,  inner  tubes,  parts  or  accessories  for  like  purposes,  he  will 
require  a similar  certificate  from  such  manufacturer  or  producer.  The 
undersigned  further  agrees  that  in  respect  to  all  tires,  inner  tubes,  parts  or 
accessories  sold  by  him,  unless  such  sale  is  made  to  such  a manufacturer 
or  producer,  he  will  pay  the  tax  on  such  sale  direct  to  the  Internal  Revenue 
Collector,  including  it  in  his  tax  return  covering  the  month  in  which  such 
sale  is  made;  said  tax  to  be  paid  on  the  basis  of  the  taxpayer’s  selling  price 
of  such  articles  when  sold  other  than  on,  or  in  connection  with,  the  sale  of 
new  automobile  trucks,  automobile  wagons,  other  automobiles,  motorcycles, 
tires,  inner  tubes,  parts  or  accessories,  and  on  the  selling  price  of  such  vehicles 
or  articles  when  the  same  includes  such  articles. 

5010  If  it  is  impracticable  to  furnish  a certificate  for  each  order,  a certificate 
covering  all  orders  between  given  dates  (such  period  not  to  exceed 

a month)  will  be  accepted.  If  in  any  case  such  an  order  and  certificate 
cannot  be  produced  on  demand  of  any  authorized  agent  of  the  Department, 
the  tax  in  respect  to  the  sale  will  be  considered  in  default. 

5011  So  much  of  the  provisions  of  Regulations  47,  Treasurv  Decisions 
2852  [H4917],  2860  ffi4957]  and2893  fl[7239],  as  relates' to  the  sale 

of  “tires,  inner  tubes,  parts  or  accessories”  are,  in  so  far  as  they  conflict 
herewith,  hereby  revoked.  (T.  D.  2915,  signed  by  Acting  Commissioner 
J.  H.  Callan,  and  dated  September  3,  1919.) 
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5012  Certain  articles  as  taxable  or  nontaxable  automobile  parts  or  acces- 

4503  sories.  Replying  to  your  letter  dated  August  28,  1919,  regarding 

4688  the  taxability  of  radiator,  air-pump  and  gasoline  hose,  generator 

5014  tubing,  brake  band  linings  and  packing,  under  section  900  sub- 
division (3)  of  the  Revenue  Act  of  1918,  you  are  advised:  IfBrake  band 
linings,  packing  and  gasoline  hose  have  been  held  not  subject  to  tax  as  auto- 
mobile parts  or  accessories  under  section  900,  subdivision  (3)  of  the  Revenue 
Act  of  1918.  Generator  tubing  and  air-pump  and  radiator  hose  are  not  sub- 
ject to  tax  as  automobile  parts  or  accessories  unless  specially  designed, 
cut  to  length,  and  equipped  with  fittings,  making  the  hose  available  only  for 
use  on  or  in  connection  with  automobiles.  IfFor  your  information  there  are 
inclosed  copies  of  Regulations  47  [1[4673]  and  Treasury  Decisions  2852 
[*14913],  2860  [1f4956],  2893  [114971]  and  2987  [If 5004]  relating  to  the  pro- 
cedure to  be  followed  in  accounting  for  and  making  return  of  tax  on  taxable 
articles  (Letter  to  The  Corporation  Trust  Company,  signed  by  Deputy 
Commissioner  James  M.  Baker,  and  dated  September  5,  1919.) 


5013  Revised  Certificates  Provided  by  T.  D.  2915  Need  Not  Be  Procured 

5009  Covering  Past  Sales. — Please  wire  collect  if  Treasury  Decision  2915 

5014  amending  Article  14  Regulations  47  is  retroactive.  Must  manu- 
facturers procure  revised  form  certificate  covering  past  transactions? 

(Answer.)  Telegram  September  6.  It  is  not  necessary  to  secure  new  cer- 
tificate covering  past  sales.  (Telegram  of  inquiry  from  Kennedy  M.  Thomp- 
son, New  York,  N.  Y.,  and  the  reply  thereto  signed  by  Deputy  Commissioner 
James  M.  Baker,  and  dated  September  10,  1919.) 


5014  New  certificate  provided  by  T.  D.  2915  must  be  used  on  sales  on 
5013  or  after  September  1,  1919. — Referring  to  your  telegram  of  Septem- 
ber 6,  1919,  you  "are  advised  that  the  certificate  outlined  in  T.  D. 
2852  or  2915  will  be  accepted  on  sales  between  May  1 and  August  31,  1919, 
but  the  certificate  outlined  in  T.  D.  2915  must  be  used  on  sales  on  or  after 
Septemberll,^1919.  % (Letter  to  the  U.  S.  Rubber  Company,  New  York,  N. 
Y.,  signed  by  Deputy  Commissioner  James  M.  Baker,  and  dated  September 
11,  1919.) 
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(T.  D.  2930.) 

5015  Fire  engines  notsubject  to  tax  under  Section  900  of  the  Revenue 

4685  Act  of  1918. — Article  11  of  Regulations  47  is  hereby  amended  to 

read  as  follows : — 

Art.  11.  Automobiles : Scope  of4tax. — An  automobile  (as  well  as 
an  automobile  truck  or  automobile  wagon)  is  a self-propelling  vehicle  de- 
signed primarily  for  the  transportation  in  or  upon  it  of  persons  or  property. 
Motor-driven  machines  for  pulling  a vehicle  around  factories  and  railway 
stations  and  motor-driven  machine  gun  carriages  are  not  taxable.  An 
automobile  hearse  and  a pallbearers’  coach  are  taxable  under  subdivision 
2. ' A self-propelled  fire  engine,  if  designed  to  carry  only  such  persons  as 
are  necessary  to  drive  it  and  to  operate  the  pumping  engine,  is  not  taxable. 
If,  however,  it  is  especially  designed  to  carry  firemen,  not  employed  in  or 
about  the  driving  of  the  machine  or  in  operating  the  pumping  engine,  it  is 
taxable  as  an  automobile.  Automobile  trucks  equipped  as  hook  and  ladder 
trucks,  and  hose  carts  for  the  use  of  firemen,  are  likewise  taxable.  A 
usable  substantially  completed  automobile  or  automobile  truck  pro- 
duced by  assembling  new  parts  of  trucks  or  cars  is  subject  to  tax,  but  a 
rebuilt  car  is  not  subject  to  tax  as  such,  although  the  new  parts  thereof  are 
subject  to  tax  when  sold  by  the  manufacturer,  even  though  assembled  into 
a car.  Automobiles  which  have  been  sold  by  the  manufacturer  are  not 
taxable  when  sold  again.  Where,  however,  a manufacturer  sells  again  an 
automobile  which  he  has  once  sold  and  which  has  been  returned  to  him 
and  the  first  sale  rescinded,  the  tax  attaches  on  the  second  sale.  A tractor 
is  not  taxable.  (T.  D.  2930,  signed  by  Commissioner  Daniel  C.  Roper, 
and  dated  October  7,  1919.) 


(T.  D.  2936.) 

5016  Articles  taxable  within  the  language  of  Section  905  of  the 
4746  Revenue  Act  of  1918  are  not  taxable  under  this  section  if 
they  are  also  subject  to  tax  under  another  section  of  this 
Act  containing  a more  specific  description  of  such  articles. — Article 
19  of  Regulations  48  which  reads  as  follows: 

“Art.  19.  Articles  taxpaid  under  other  acts.— (a)  The  tax  is 

on  the  sale  by  or  for  a dealer  or  his  estate  when  any  of  the  enumerated 
articles  are  sold  for  consumption  or  use,  regardless  of  whether  or  not  a 
tax  under  any  other  law,  or  any  other  tax  under  this  act,  has  been  previously 
paid  on  such  articles,  (b)  Articles  in  respect  to  which  the  manufacturer’s 
excise  tax  imposed  by  Section  600  of  the  Revenue  Act  of  1917  has  been 
paid  are  taxable  under  Section  905  when  sold  for  consumption  or  use 
by  or  for  a dealer  or  his  estate,  (c)  The  tax  imposed  upon  the  manu- 
facturer’s sale  of  jewelry,  under  Section  600  of  the  Revenue  Act  of  1917, 
is  not  a ‘corresponding  tax’  tojthe^tax^imposed  by  Section_905  for  the 
purpose  of  Section  1312  of  the  act.”, 

is  hereby  amended  to  read  as  follows: 

“Art.  19.  Articles  taxpaid  under  other  acts. — (a)  The7tax  is 
on  the  sale  by  or  for  a dealer  or  his  estate  when  any  of  the  enumerated 
articles  are  sold  for  consumption  or  use,  whether  or  not  a tax  under  any 
other  law  has  been  previously  paid  on  such  articles,  (b)  Articles  in  respect 
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to  which  the  manufacturer’s  excise  tax  imposed  by  Section  600  of  the 
Revenue  Act  of  1917  has  been  paid  are  taxable  under  Section  905  when 
sold  for  consumption  or  use  by  or  for  a dealer  or  his  estate.  * (c)  The 
tax  imposed  upon  the  manufacturer’s  sale  of  jewelry,  under  Section  600 
of  the  Revenue  Act  of  1917,  is  not  a ‘corresponding  tax’  to  the  tax  imposed 
by  Section  905  for  the  purpose  of  Section  1312  of  the  act.”  (T.  D.  2936, 
signed  by  Commissioner  Daniel  C.  Roper,  dated  October  16,  1919.) 


5017  Tax  liability  under  Section  907  when  two  or  more  taxable 
4555  articles  are  sold  at  one  time.  —Receipt  is  acknowledged  of  your 
5002  letter  of  September  24,  1919,  in  regard  to  tax  imposed  by  Section 
907  of  the  Revenue  Act  of  1918.  if  In  reply  you  are  advised  that 
where  one  person  buys  any  two  or  more  articles,  taxable  under  said  section, 
at  one  time  and  as  one  purchase,  the  tax  is  to  be  computed  upon  the  sale 
as  a whole  and  not  upon  each  item  separately  and  the  stamp  may  be  placed 
upon  the  outside  of  the  wrapper  of  the  package.  (Letter  to  The  Corpora- 
tion Trust  Company,  signed  by  Deputy  Commissioner  James  M.  Baker, 
and  dated  September  26,  1919.) 


(T.  D.  2942.) 

50 1 8 Method  of  collecting  tax.  Art.  20  of  Regulations  51  relating  to 
4813  excise  taxes  on  toilet  and  medicinal  articles  amended. — 

Art.  20  of  Regulations  51  is  hereby  amended  to  read  as  follows: 

5019  Art.  20.  Collection  of  tax. — (a)  Except  as  provided  in  para- 
graph (b),  the  tax  shall  be  collected  by  the  affixing  by  the  vendor 

of  the  requisite  stamps  to  the  article  sold,  the  vendor  being  reimbursed 
by  the  purchaser  for  the  cost  of  the  stamp,  in  which  case  no  return  by  the 
dealer  of  the  taxes  collected  is  required. 

5020  -(b)  Where  by  reason  of  the  form  in  which  an  article  subject  to  the 
4558  tax  is  sold  or  for  other  satisfactory  reason  the  Commissioner  of 

Internal  Revenue  shall,  upon  application,  deem  it  expedient,  the  tax 
may  be  collected  by  the  payment  of  the  same  to  the  vendor  by  the  pur- 
chaser at  the  time  of  the  sale,  the  taxes  so  collected  being  returned  and 
paid  to  the  United  States  by  such  vendor  in  the  manner  provided  in  Sec. 
502  [^[5513].  (T.  D.  2942,  signed  by  Commissioner  Daniel  C.  Roper, 

and  dated  October  30,  1919.) 
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(T.  D.  2045.) 

5021  Porcelain  articles  which  are  duplicated  by  the  manufacturer 
4741  in  commercial  quantity  wholly  or  chiefly  by  the  ordinary 
mechanical  processes  of  manufacture  are  not  subject  to 
tax  under  Section  902  of  the  Revenue  Act  of  1918  as  “art  porcelains.” 

— Article  14  of  Regulations  48,  which  reads  as  follows: 

“Art.  14.  Articles  taxed:  Art  porcelains. — The  term  ‘art  porce- 
lains’ means  that  class  of  articles  covered  by  sculpture  and  statuary 
as  defined  in  Articles  11  and  13  by  whatever  process  made  when  such 
articles  are  made  wholly  or  in  chief  value  (a)  of  any  ceramic  production 
of  translucent  ware,  of  hard  or  soft  paste,  whether  vitrified  or  semi-vi trifled, 
by  whatever  name  known;  or  (b)  of  that  which  is  commonly  or  commer- 
cially known  as  porcelain,  in  either  case,  whether  or  not  decorated,  colored, 
or  ornamented,  whether  modern  or  antique,  and  whether  originals,  replicas, 
copies,  or  reproductions,  which  are  of  such  a character  that  the  use  to 
which  under  general  custom  or  ordinary  usage  they  should  be  put  (irre- 
spective of  the  use  to  which  the  purchaser  intends  to  put  them)  is  entirely 
or  principally  an  ornamental  or  decorative  one  as  distinguished  from  a 
useful  or  utilitarian  one.  The  term  ‘art  porcelains’  shall  not  be  under- 
stood to  include  (a)  such  articles  as  are  in  the  nature  of  material,  work, 
or  labor  furnished  in  connection  with  the  erection  or  construction  of  a 
building  and  which  form  an  integral  part  thereof,  or  (b)  tableware  or  other 
articles  designed  for  a primarily  useful  purpose.” 

is  hereby  amended  to  read  as  follows: 

“Art.  14.  Articles  taxed:  Art  porcelains. — The  term  ‘art  porce- 
lains’ means  that  class  of  articles,  such  as  statues,  statuettes,  figures, 
figurines,  groups,  busts,  haut  or  bas  reliefs,  plaques,  pedestals,  vases, 
flower  bowls  or  holders,  jardinieres,  brackets,  fountains,  sundials,  cabinet 
pieces  or  curios,  and  the  numerous  articles  included  within  the  term 
bric-a-brac  by  whatever  process  made  (except  as  provided  in  the  following 
paragraph)  when  such  articles  are  made  wholly  or  in  chief  value  (a)  of  any 
ceramic  production  of  translucent  ware,  of  hard  or  soft  paste,  whether 
vitrified  or  semi  vitrified,  by  whatever  name  known;  or  (b)  of  that  which 
is  commonly  or  commercially  known  as  porcelain,  in  either  case,  whether 
or  not  decorated,  colored,  or  ornamented,  whether  modern  0£  antique, 
and  whether  originals,  replicas,  copies,  or  reproductions,  which  are  of  such 
a character  that  the  use  to  which  under  general  custom  or  ordinary  usage 
they  should  be  put  (irrespective  of  the  use  to  which  the  purchaser  intends 
to  put  them)  is  entirely  or  principally  an  ornamental  or  decorative  one 
as  distinguished  from  a useful  or  utilitarian  one. 

“The  term  ‘art  porcelains’  shall  not  be  understood  to  include  (a)  such 
articles  as  are  in  the  nature  of  material,  work,  or  labor  furnished  in  con- 
nection with  the  erection  or  construction  of  a building  and  which  form  an 
integral  part  thereof,  (b)  tableware  or  other  articles  designed  for  a primarily 
useful  purpose,  or  (c)  such  articles  as  are  duplicated  by  the  manufacturer 
in  commercial  quantity  wholly  or  chiefly  by  the  ordinary  mechanical 
processes  of  manufacture.  Articles  shall  not  be  deemed  to  be  duplicated 
in  commercial  quantity  if  they  aie  ordinarily  sold  by  the  manufacturer 
in  quantities  of  less  than  a dozen.”  (T.  D.  2945,  signed  by  Commissioner 
Daniel  C.  Roper  and  dated  November  8,  1919.) 
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(T.  D.  2048.) 

50 22  Supplementing  Article  7 of  Regulations  47  relating  to  Section 
4679  900  of  the  Revenue  Act  of  1918,  “Who  is  a Manufacturer.’ ’ — 

Article  7 of  Regulations  47  entitled  “Who  is  a Manufacturer” 
is  hereby  supplemented  by  adding  the  following: 

5023  A person,  firm,  corporation,  or  association  that,  for  convenience  or 
economy  in  packing,  shipping,  or  distributing,  sells  an  article  pro- 
duced by  such  person,  firm,  corporation,  or  association,  in  a knockdown 
or  semi-knockdown  condition,  but  complete  in  all  its  component  parts, 
and  in  such  condition  that  it  may  be  assembled  without  other  manufacture 
and  thereby  put  in  final  marketable  shape  for  sale  to  the  consumer  or  user, 
is  held  to  be  the  manufacturer  of  such  article,  except  in  a case  where  the  sale 
is  to  another  manufacturer,  or  producer  under  the  provisions  of  T.  D.  2915. 

5024  Example:  (1)  “A,”  an  automobile  manufacturer,  sells  an  automo- 
bile in  a knockdown  condition  but  complete  as  to  all  the  component 

parts.  “B,”  a dealer,  assembles  these  component  parts  into  a complete 
usable  automobile,  without  other  manufacture,  and  sells  the  automobile 

“A”  is  the  manufacturer  of  the  automobile. 

5025  Example:  (2)  “A,”  an  automobile  body  manufacturer,  sells  an 
automobile  body  in  a knockdown  condition,  but  complete  as  to  all 

its  component  parts.  “B,”  a dealer,  assembles  these  component  parts 
into  a complete  usable  automobile  body,  and  installs  it,  or  causes  it  to  be 
installed,  on  a new  chasis  which  he  has  purchased  from  the  manufacturer 
or  producer  thereof,  who  is  a different  person,  firm,  corporation,  or  asso- 
ciation from  the  manufacturer  of  the  automobile  body,  and  sells  the  com- 
plete automobile. 

“A”  is  the  manufacturer  of  the  automobile  body,  but  may  sell 
the  same  to  “B”  tax  free  under  certificate.  “B”  is  the  manufac- 
turer of  the  automobile.  (T.  D.  2948,  signed  by  Commissioner  Daniel  C. 
Roper,  and  dated  November  15,  1919.) 
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(T.  D.  2950.) 

A purchaser  of  a lamp  and  shade  is  entitled  to  an  exemption 
4534  of  $25  from  the  amount  paid  (1)  for  the  lamp  and  (2)  for  the 
4859  shade,  in  computing  the  tax  under  paragraph  (6),  subdivis- 
ion (a)  of  Section  904. — Article  18  of  Regulations  54,  which 
reads  as  follows: 

Art.  18.  For  the  purpose  of  the  tax,  portable  lighting  fixtures  and 
portable  lamps  shall  be  deemed  to  include  all  lighting  devices  adapted  for 
interior  illumination  and  not  designed  to  be  affixed  permanently  in  one 
location  and  all  articles  Commonly  or  commercially  known  as  such,  irre- 
spective of  the  principle  of  illumination  used.  A portable  lamp  and  shade 
sold  jointly  will  be  regarded  as  a single  item,  for  taxing  purposes,  but  a 
shade  pertaining  to  a portable  lamp  or  lighting  fixture,  if  sold  separately, 
will  be  taxable. 

is  hereby  amended  to  read  as  follows: 

Art.  18.  For  the  purpose  of  the  tax,  portable  lighting  fixtures  and 
portable  lamps  shall  be  deemed  to  include  all  lighting  devices  adapted  for 
interior  illumination  and  not  designed  to  be  affixed  permanently  in  one 
location  and  all  articles  commonly  or  commercially  known  as  such,  irre- 
spective of  the  principle  of  illumination  used.  A portable  lamp  and  shade, 
even  though  sold  at  the  same  time,  shall  not  be  regarded  as  a single  item, 
but  as  separate  items,  and  in  computing  the  tax  the  purchaser  shall  be 
entitled  to  a separate  $25  exemption  as  to  each  item.  For  example,  if 
the  selling  price  of  a lamp  is  $50  and  a shade  $30,  even  though  the  two 
articles  are  sold  to  one  purchaser,  the  tax  on  the  sale  of  the  lamp  will  be 
$2.50  and  on  the  sale  of  the  shade,  50  cents.  (T.  D.  2950.  signed  by 
Commissioner  Daniel  C.  Roper,  and  dated  November  18,  1919.) 


(T.  D.  2958.) 

5027  Seidlitz  powders  are  an  U.  S.  P.  preparation  and  when  sold 
f4780  without  proprietary  claim  are  not  subject  to  excise  tax. — 

4998  Article  5 of  Regulations  51  as  modified  by  T.  D.  2893,  which  reads 
as  follows  [1(4780  and  K4998]:  is  hereby  amended  to  read  as  follows: 
Art.  5.  Consumption  or  use. — An  article  is  sold  “for  consumption  or 

use”  within  the  meaning  of  this  section  if  it  is  sold  for  anjr  other  purpose 
than  to  be  sold,  leased,  or  otherwise  disposed  of  for  profit,  whether  or  not 
after  change  in  form  by  process  of  manufacture.  Unless  the  purchaser  is 
a wholesaler,  retailer  or  manufacturer  customarily  engaged  in  the  business 
of  selling  or  further  manufacturing  the  article  in  respect  to  which  the 
applicability  of  the  tax  is  in  question,  the  sale  to  such  purchaser  will  be 
deemed  to  be  for  consumption  or  use,  unless  the  contrary  is  clearly  shown. 
In  other  words,  a sale  to  one  who  buys  in  order  to  resell  is  not  a sale  for 
consumption  or  use. 
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Articles  given  away  as  free  samples  are  not  subject  to  tax  if  a notation 
is  made  on  the  package  that  the  article  is  not  to  be  sold  for  consumption  or 
use,,  but  is  a free  sample.  If  an  article  taxable  under  section  907  is  given 
away  free  with  the  purchase  of  another  article  taxable  under  this  section 
the  tax  shall  be  computed  upon  the  total  amount  paid  and  the  proper 
amount  of  stamps  affixed  to  the  package. 

A dealer  is  held  to  be  the  consumer  of  articles  taxable  under  section  907, 
subdivision  (2),  of  the  Revenue  Act  of  1918  when  he  dispenses  such  articles 
in  portions  thereof  less  than  the  whole,  or  incorporates  the  article  in  whole 
or  in  part  in  other  articles;  and  such  dealer  must  affix  the  proper  stamp 
to  the  original  container  from  which  the  taxable  article  in  question  is 
dispensed. 

502 H In  view  of  the  fact  that  seidlitz  powders  are  an  U.  S.  P.  preparation, 
such  powders  are  not  subject  to  tax  under  section  907  of  the  Revenue 
Act  of  1918  if  sold  without  proprietary  claim.  (T.  D.  2958,  signed  by 
Commissioner  Daniel  C.  Roper,  and  dated  December  23,  1919.) 
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TITLE  V. — Tax  on  Transportation  and  Other  Facilities. 

Sec.  500.  That  from  and  after  April  1,  1919,  there  shall  be 
levied,  assessed,  collected,  and  paid,  in  lieu  of  the  taxes  imposed 
by  section  500  of  the  Revenue  Act  of  1917 — 

[Tax  on  Freight  Shipments.] 

(a)  A tax  equivalent  to  3 per  centum  of  the  amount  paid  for 
the  transportation  on  or  after  such  date,  by  rail  or  water  or  by 
any  form  of  mechanical  motor  power  when  in  competition  with 
carriers  by  rail  or  water,  of  property  by  freight  transported  from 
one  point  in  the  United  States  to  another ; and  a like  tax  on  the 
amount  paid  for  such  transportation  within  the  United  States 
of  property  transported  from  a point  without  the  United  States 
to  a point  within  the  United  States; 

[Tax  on  Express  Shipments.] 

(b)  A tax  of  1 cent  for  each  20  cents  or  fraction  thereof  of 
the  amount  paid  to  any  person  for  the  transportation  on  or  after 
such  date,  by  rail  or  water  or  by  any  form  of  mechanical  motor 
power  when  in  competition  with  express  by  rail  or  water,  of 
any  package,  parcel,  or  shipment,  by  express,  transported  from 
one  point  in  the  United  States  to  another ; and  a like  tax  on  the 
amount  paid  for  such  transportation  within  the  United  States 
of  property  transported  from  a point  without  the  United  States 
to  a point  within  the  United  States; 

[Tax  on  transportation  of  persons.] 

(c)  A tax  equivalent  to  8 per  centum  of  the  amount  paid  for 
the  transportation  on  or  after  such  date  of  persons  by  rail  or 
water,  or  by  any  form  of  mechanical  motor  power  on  a regular 
established  line  when  in  competition  with  carriers  by  rail  or 
water,  from  one  point  in  the  United  States  to  another  or  to  any 
point  in  Canada  or  Mexico,  where  the  ticket  or  order  therefor  is 
sold  or  issued  in  the  United  States,  not  including  the  amount 
paid  for  commutation  or  season  tickets  for  trips  less  than  thirty 
miles,  or  for  transportation  the  fare  for  which  does  not  exceed 
42  cents : Provided,  That  where  such  water  transportation  lines 
are  in  competition  between  American  ports  with  foreign  water 
transportation  lines  from  adjacent  foreign  ports,  the  tax  imposed 
under  this  subdivision  on  amounts  paid  for  water  transportation 
between  American  ports  shall  not  exceed  the  amount  of  the 
transportation  tax  to  which  such  foreign  water  transportation 
lines  are  subjected  by  their  Government  corresponding  to  this 
tax; 
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[Tax  on  Passage  Tickets  to  Foreign  Ports  other  than  those  in 
Canada  or  Mexico.] 

[Read  at  p539  herein.] 

[Tax  on  parlor  car  seats  and  sleeping  car  berths.] 

(d)  A tax  equivalent  to  8 per  centum  of  the  amount  paid  for  4 

seats,  berths,  and  staterooms  in  parlor  cars,  sleeping  cars,  or  on 

vessels,  used  on  or  after  such  date  in  connection  with  trans- 
portation upon  which  tax  is  imposed  by  subdivision  (c)  ; 

[Tax  on  transportation  of  oil  by  pipe  line.] 

(e)  A tax  equivalent  to  8 per  centum  of  the  amount  paid  for 
the  transportation  on  or  after  such  date  of  oil  by  pipe  line; 

[Tax  on  telephone  and  telegraph  messages.] 

(f)  In  the  case  of  each  telegraph,  telephone,  cable,  or  radio, 
dispatch,  message,  or  conversation,  which  originates  on  or  after 
such  date  within  the  United  States,  and  for  the  transmission  of 
which  the  charge  is  more  than  14  cents  and  not  more  than  50 
cents,  a tax  of  5 cents;  and  if  the  charge  is  more  than  50  cents, 
a tax  of  10  cents : Provided,  That  only  one  payment  of  such  tax 
shall  be  required,  notwithstanding  the  lines  or  stations  of  one 
or  more  persons  are  used  for  the  transmission  of  such  dispatch, 
message,  or  conversation;  and 

[Tax  on  leased  wire  and  talking  circuit  special  service.] 

(g)  A tax  equivalent  to  10  per  centum  of  the  amount  paid 
after  such  date  to  any  telegraph  or  telephone  company  for  any 
leased  wire  or  talking  circuit  special  service  furnished  after  such 
date.  This  subdivision  shall  not  apply  to  the  amount  paid  for 
so  much  of  such  service  as  is  utilized  (1)  in  the  collection  and 
dissemination  of  news  through  the  public  press,  or  (2)  in  the 
conduct,  by  a common  carrier  or  telegraph  or  telephone  com- 
pany, of  its  business  as  such. 

[The  United  States  and  the  States  are  exempt.] 

(h)  No  tax  shall  be  imposed  under  this  section  upon  any 
payment  received  for  services  rendered  to  the  United  States  or 
to  any  State  or  Territory  or  the  District  of  Columbia.  The 
right  to  exemption  under  this  subdivision  shall  be  evidenced  in 
such  manner  as  the  Commissioner,  with  the  approval  of  the 
Secretary,  may  by  regulation  prescribe. 

[Special  cases  and  exceptions.] 

Sec.  501.  (a)  That  the  taxes  imposed  by  section  500  shall  be 
paid  by  the  person  paying  for  the  services  or  facilities  rendered.  ( 
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5510  (b)  If  a mileage  book  used  for  transportation  or  accommoda- 

^ tion  was  purchased  before  November  1,  1917,  or  if  cash  fare  is 

paid,  the  tax  imposed  by  section  500  shall  be  collected  from  the 
person  presenting  the  mileage  book,  or  paying  the  cash  fare,  by 
the  conductor  or  other  agent,  when  presented  for  such  transpor- 
tation or  accommodation,  and  the  amount  so  collected  shall  be 
paid  to  the  United  States  in  such  manner  and  at  such  times  as 
the  Commissioner,  with  the  approval  of  the  Secretary,  may  pre- 
) scribe;  if  a ticket  (other  than  a mileage  book)  was  bought  and 

partially  used  before  November  1,  1917,  it  shall  not  be  taxed,  but 
if  bought  but  not  so  used  before  section  500  takes  effect,  it  shall 
not  be  valid  for  passage  until  the  tax  has  been  paid  and  such 
payment  evidenced  on  the  ticket  in  such  manner  as  the  Commis- 
sioner, with  the  approval  of  the  Secretary,  may  by  regulation 
prescribe. 

I 5511  (c)  The  taxes  imposed  by  section  500  shall  apply  to  all  serv- 

ices or  facilities  specified  in  such  section  when  rendered  for  hire, 
whether  or  not  the  agency  rendering  them  is  a common  carrier. 
In  case  a carrier  (other  than  a pipe  line)  principally  engaged  in 
rendering  transportation  services  or  facilities  for  hire  does  not, 
because  of  its  ownership  of  the  goods  transported,  or  for  any 
other  reason,  receive  the  amount  which  as  a carrier  it  would 
otherwise  charge,  such  carrier  shall  pay  a tax  equivalent  to  the 
tax  which  would  be  imposed  upon  the  transportation  of  such 
goods  if  the  carrier  received  payment  for  such  transportation, 
such  tax,  if  it  can  not  be  computed  from  actual  rates  or  tariffs 
I of  the  carrier,  to  be  computed  on  the  basis  of  the  rates  or  tariffs 

of  other  carriers  for  like  services  as  determined  by  the  Commis- 
sioner. In  the  case  of  any  carrier  (other  than  a pipe  line)  the 
principal  business  of  which  is  to  transport  goods  belonging  to  it 
on  its  own  account  and  which  only  incidentally  renders  services 
for  hire,  the  tax  shall  apply  to  such  services  or  facilities  only  as 
are  actually  rendered  by  it  for  hire.  Nothing  in  this  or  the 
preceding  section  shall  be  construed  as  imposing  a tax  (1) 
upon  the  transportation  of  any  commodity  which  is  necessary 
for  the  use  of  the  carrier  in  the  conduct  of  its  business  as  such 
| and  is  intended  to  be  so  used  or  has  been  so  used ; or  (2)  upon 

the  transportation  of  company  material  transported  by  one  car- 
rier, which  constitutes  a part  of  a railroad  system,  for  another 
carrier  which  is  also  a part  of  the  same  system. 

5512  (d)  The  tax  imposed  by  subdivision  (e)  of  section  500  shall 

apply  to  all  transportation  of  oil  by  pipe  line.  In  case  no  charge 
for  transportation  is  made,  by  reason  of  ownership  of  the  com- 
, modity  transported,  or  for  any  other  reason,  the  person  trans- 

porting by  pipe  line  shall  pay  a tax  equivalent  to  the  tax  which 
would  be  imposed  if  such  person  received  payment  for  such 
transportation,  and  if  the  tax  can  not  be  computed  from  actual 
bona  fide  rates  or  tariffs,  it  shall  be  computed  (1)  on  the  basis 
of  the  rates  or  tariffs  of  other  pipe  lines  for  like  services,  as 
determined  by  the  Commissioner,  or  (2)  if  no  such  rates  or 
tariffs  exist,  on  the  basis  of  a reasonable  charge  for  such  trans- 
J portation,  as  determined  by  the  Commissioner. 
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[Returns  and  payment  of  facilities  tax  to  the  Government.] 

6613  Sec.  502.  That  each  person  receiving  any  payments  referred 
to  in  section  500  shall  collect  the  amount  of  the  tax,  if  any,  im- 
posed by  such  section  from  the  person  making  such  payments, 
and  shall  make  monthly  returns  under  oath,  in  duplicate,  and 
pay  the  taxes  so  collected  and  the  taxes  imposed  upon  it  under 
subdivision  (c)  or  (d)  of  section  501  to  the  collector  of  the 
district  in  which  the  principal  office  or  place  of  business  is 
located. 

5514  No  carrier  collecting  the  taxes  imposed  by  subdivision  (a)  or 
(b)  of  section  500  shall  be  required  to  list  the  amount  of  such 
tax  separately  in  any  bill  of  lading,  freight  or  express  receipt,  or 
other  similar  document,  if  the  total  amount  of  the  transporta- 
tion charge  and  the  tax  is  stated  therein. 

5515  Any  person  making  a refund  of  any  payment  upon  which  tax 
is  collected  under  this  section  may  repay  therewith  the  amount 
of  the  tax  collected  on  such  payment;  and  the  amount  so  repaid 
may  be  credited  against  amounts  included  in  any  subsequent 
monthly  return. 

5516  The  returns  required  under  this  section  shall  contain  such 
information,  and  be  made  at  such  times  and  in  such  manner, 
as  the  Commissioner,  with  the  approval  of  the  Secretary,  may 
by  regulation  prescribe. 

5517  The  tax  shall,  without  assessment  by  the  Commissioner  or 
notice  from  the  collector,  be  due  and  payable  to  the  collector 
at  the  time  so  fixed  for  filing  the  return.  If  the  tax  is  not  paid 
when  due,  there  shall  be  added  as  part  of  the  tax  a penalty  of 
5 per  centum,  together  with  interest  at  the  rate  of  1 per  centum 
for  each  full  month,  from  the  time  when  the  tax  became  due. 

TITLE  V. — Tax  on  Insurance. 

5513  Sec.  503.  That  from  and  after  April  1,  1919,  there  shall  be 
levied,  assessed,  collected,  and  paid,  in  lieu  of  the  taxes  imposed 
by  section  504  of  the  Revenue  Act  of  1917,  the  following  taxes 
on  the  issuance  of  insurance  policies,  including,  in  the  case  of 
policies  issued  outside  the  United  States  (except  those  taxable 
under  subdivision  15  of  Schedule  A of  Title  XI),  their  delivery 
within  the  United  States  by  any  agent  or  broker,  whether  acting 
for  the  insurer  or  the  insured;  such  taxes  to  be  paid  by  the 
insurer,  or  by  such  agent  or  broker : 

[Life  Insurance.] 

5519  (a)  Life  insurance:  A tax  equivalent  to  8 cents  on  each  $100 

or  fractional  part  thereof  of  the  amount  for  which  any  life  is 
insured  under  any  policy  of  insurance,  or  other  instrument,  by 
whatever  name  the  same  is  called:  Provided,  That  on  all  poli- 
cies for  life  insurance  only  by  which  a life  is  insured  not  in 
excess  of  $500,  issued  on  the  industrial  or  weekly  or  monthly 
payment  plan  of  insurance,  the  tax  shall  be  40  per  centum  of 
the  amount  of  the  first  weekly  premium  or  20  per  centum  of  the 
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amount  of  the  first  monthly  premium,  as  the  case  may  be: 
Provided  further,  That  on  policies  of  group  life  insurance, 
covering  groups  of  not  less  than  25  lives  in  the  employ  of  the 
same  person,  for  the  benefit  of  persons  other  than  the  employer, 
the  tax  shall  be  equivalent  to  4 cents  on  each  $100  of  the  aggre- 
gate amount  for  which  the  group  policy  is  issued  and  of  any 
net  increase  in  the  amount  of  the  insurance  under  such  policy: 
And  provided  further,  That  on  all  policies  covering  life,  health, 
and  accident  insurance  combined  in  one  policy  by  which  a life 
is  insured  not  in  excess  of  $500,  issued  on  the  industrial,  or 
weekly  or  monthly  payment  plan  of  insurance,  the  tax  shall  be 
40  per  centum  of  the  amount  of  the  first  weekly  premium  or  20 
per  centum  of  the  amount  of  the  first  monthly  premium,  as  the 
case  may  be; 

[Marine,  Inland  and  Fire  Insurance.] 

(b)  Marine,  inland,  and  fire  insurance:  A tax  equivalent  to 
1 cent  on  each  dollar  or  fractional  part  thereof  of  the  premium 
charged  under  each  policy  of  insurance  or  other  instrument  by 
whatever  name  the  same  is  called  whereby  insurance  is  made 
or  renewed  upon  property  of  any  description  (including  rents 
or  profits),  whether  against  peril  by  sea  or  inland  waters,  or  by 
fire  or  lightning,  or  other  peril; 

[Casualty  Insurance.] 

(c)  Casualty  insurance:  A tax  equivalent  to  1 cent  on  each 
dollar  or  fractional  part  thereof  of  the  premium  charged  under 
each  policy  of  insurance  or  obligation  of  the  nature  of  indem- 
nity for  loss,  damage,  or  liability  (except  bonds  and  policies 
taxable  under  subdivision  2 of  schedule  A of  Title  XI)  issued 
or  executed  or  renewed  by  any  person  transacting  the  business 
of  employer’s  liability,  workmen’s  compensation,  accident,  health, 
tornado,  plate  glass,  steam  boiler,  elevator,  burglary,  automatic 
sprinkler,  automobile,  or  other  branch  of  insurance  (except  life 
insurance,  and  insurance  described  and  taxed  in  the  preceding 
subdivision)  : Provided,  That  in  case  of  policies  of  insurance 
issued  on  the  industrial  or  weekly  or  monthly  payment  plan  the 
tax  shall  be  40  per  centum  of  the  amount  of  the  first  weekly 
premium  or  20  per  centum  of  the  amount  of  the  first  monthly 
premium,  as  the  case  may  be; 

[Certain  Fraternal  Beneficiary  Orders,  Mutual  Hail,  Cyclone, 
and  Fire  Insurance  Companies,  etc.,  are  Exempt.] 

(d)  Policies  issued  by  any  corporation  enumerated  in  section 
231  and  policies  of  reinsurance,  shall  be  exempt  from  the  taxes 
imposed  by  this  section.  [For  exempt  corporations  (Sec.  231), 
see  H3050.] 

[Returns  and  Payment  of  Insurance  Tax.] 

Sec.  504.  That  every  person  issuing  policies  of  insurance  upon 
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the  issuance  of  which  a tax  is  imposed  by  section  503  shall  make 
monthly  returns  under  oath,  in  duplicate,  and  pay  such  tax  to 
the  collector  of  the  district  in  which  the  principal  office  or 
place  of  business  of  such  person  is  located.  Such  returns  shall 
contain  such  information  and  be  made  at  such  times  and  in 
such  manner  as  the  Commissioner,  with  the  approval  of  the 
Secretary,  may  by  regulation  prescribe. 

5524  The  tax  shall,  without  assessment  by  the  Commissioner  or 
notice  from  the  collector,  be  due  and  payable  to  the  collector  at 
the  time  so  fixed  for  filing  the  return.  If  the  tax  is  not  paid  when 
due,  there  shall  be  added  as  part  of  the  tax  a penalty  of  5 per 
centum,  together  with  interest  at  the  rate  of  1 per  centum  for 
each  full  month,  from  the  time  when  the  tax  became  due. 

[General  Administrative  Provisions  of  Law.] 

[Read  under  “Miscellaneous”  at  back  of  the  book.] 


RULINGS,  REGULATIONS,  OPINIONS  AND  DECISIONS 
UNDER  THE 

TAX  ON  TRANSPORTATION  AND  OTHER  FACILITIES 
AND  ON 
INSURANCE. 

5525  Comment:  [The  regulations  immediately  following  in  small  type  were  promulgated 
under  the  Revenue  Act  of  1917.  They  will  continue  to  be  effective,  no  doubt,  so 

far  as  not  inconsistent  with  the  provisions  of  the  new  law,  until  the  new  amending  regula- 
tions are  issued.  Freight,  express,  and  passenger  “transportation”  rates  remain  the  same; 
Pullman  accommodation  reduced  from  10%  to  8%  because  of  the  new  single  ticket  arrange- 
ment; pipe  line,  increased  from  5%  to  8%;  wire  or  wireless  messages  increased  from 
5c.  for  15c.  charge  or  more,  to  5c.  for  15c.  to  50c.  charge  and  10c.  for  charge  of  over  50c., 
with  a special  10%  charge  for  private  wire.  Regulations  42  beginning  at  ^[5526,  superseded 
all  prior  rulings  on  transportation  except  telegraph  and  telephone  messages,  ^[5702.  The 
new  law  is  effective  April  1,  1919.] 

REGULATIONS  No.  42. 

War  Revenue  Act  of  Oct.  3,  1917. 

5526  In  pursuance  of  the  provisions  of  Section  1005  [Sec.  1305,  under  “Miscellaneous 
Matters”  at  the  back  of  the  book],  the  following  regulations  are  hereby  made, 

prescribed,  and  promulgated: 

PART  I.— GENERAL. 

Definitions. 

Article  1.  Carrier. — The  word  [“carrier,”  as  used  in  Title  V of  the  Act  of  Octo- 

5527  ber  3,  1917,  is  held  to  mean  any  person,  corporation,  partnership,  or  association 
who  or  which,  for  hire,  furnishes  any  of  the  transportation  services  or  facilities 

described  or  referred  to  in  subdivisions  (a),  (b),  (c),  and  (d)  of  Section  500  of  the  Act. 
(As  to  “hire”  in  case  of  commodities  transported  by  a carrier  without  the  collection  of 
charges,  see  Art.  35.) 
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Art.  2.  Transportation. — The  word  “transportation,”  as  used  in  Title  V of  the 

5528  Act,  means  the  movement  of  persons  and  property  by  a carrier,  including  all 
services  and  facilities  rendered,  furnished,  or  used  in  connection  with  such  move- 
ment by  or  on  behalf  of  a carrier,  It  includes  receipt,  delivery,  elevation,  transfer  in 
transit,  ventilation,  refrigeration,  icing,  storage,  trimming  of  cargo  on  vessels,  wharfage, 
handling  of  property  transported,  feeding  and  watering  live  stock,  and  all  other  incidental 
services  and  facilities.  It  does  not  include  cartage  or  passengers’  meals  or  hotel  accommo- 
dations. 

Art.  3.  United  States. — The  term  “United  States,”  as  used  in  Title  V of  the  Act, 

5529  means  only  the  States,  Alaska,  Hawaii,  and  the  District  of  Columbia. 

Charges  Taxable. 

6530  Art.  4.  General  Rule. — The  charges  in  respect  of  which  the  taxes  under  sub- 
divisions (a),  (b),  (c',  and  (d)  of  Section  500  must  be  assessed  are  all  charges  for 
transportation,  as  above  defined,  collected  under  tariffs  filed,  or  concurred  in,  by  the  carrier 
making  the  charges,  with  a Federal  or  State  regulating  authority,  provided,  however,  that 
if  a carrier  has  not  filed  or  concurred  in  such  tariffs,  all  charges  collected  by  such  carrier 
for  transportation,  as  above  defined,  are  taxable. 

As  to  transportation  to  which  the  tax  applies,  though  no  charges  are  made  therefor, 

5531  and  as  to  other  features  affecting  charges  taxable,  see  articles  35  to  39,  inclusive. 

Art.  5.  Tax  Less  than  Half  Cent  Disregarded. — In  computing  the  amount  of 

5532  tax  to-  be  paid  under  the  provisions  of  Section  500,  a fractional  part  of  a cent 
shall  be  disregarded  unless  it  amounts  to  one-half  cent  or  more,  in  which  case 

it  shall  be  increased  to  one  (1)  cent.  No  tax  shall  apply  to  any  consignment  of  freight, 
the  charges  for  which  are  sixteen  (16)  cents  or  less.  (See  Art.  41.) 

Payment,  Collection,  Reporting,  Returning,  and  Remittance  of  the  Taxes. — Penalties. 

5533  The  Act  provides  [old  law]: 

Sec.  501.  That  the  taxes  imposed  by  section  five  hundred  shall  be  paid  by  the 
person,  corporation,  partnership,  or  association  paying  for  the  services  or  facilities  rendered 

* * * 

Sec.  503.  [Sec.  502].  That  each  person,  corporation,  partnership,  or  association  receiving 
any  payments  referred  to  in  section  five  hundred  shall  collect  the  amount  of  the  tax,  if 
any,  imposed  by  such  section  from  the  person,  corporation,  partnership,  or  association 
making  such  payments,  and  shall  make  monthly  returns  under  oath,  in  duplicate,  and  pay 
the  taxes  so  collected  and  the  taxes  imposed  upon  it  under  paragraph  two  of  section  five 
hundred  and  one  to  the  Collector  of  Internal  Revenue  of  the  district  in  which  the  principal 
office  or  place  of  business  is  located.  Such  returns  shall  contain  such  information,  and  be 
made  in  such  manner,  as  the  Commissioner  of  Internal  Revenue,  with  the  approval  of  the 
Secretary  of  the  Treasury,  may  by  regulation  prescribe. 

Art.  6.  Payment  of  Taxes. — All  taxes  imposed  by  Section  500  shall  be  paid  by 

5534  the  person,  corporation,  partnership,  or  association  from  whom  or  from  which 
the  carrier  collects  the  charges  for  the  services  or  facilities  rendered. 

Art.  7.  Collection  of  Taxes. — All  such  taxes,  shall,  as  and  when  the  charges  are 

5535  collected,  be  paid  to  and  collected  by  the  officers,  agents,  or  other  employees 
of  the  carrier  who  collect  such  charges. 

5536  Art.  8.  Records — Taxes  Collected. — Records  of  carriers,  at  their  respective 
agencies  at  which  the  tax  is  collected,  shall  be  so  kept  as  to  show  the  application 

of  the  tax  to  each  consignment  of  property,  ticket  sold,  fare  collected,  or  other  individual 
transaction. 

Art.  9.  Records — No  Taxes  Collected. — Should  any  payment  for  services  or 

5537  facilities  of  carriers  be  exempt,  under  the  provisions  of  Section  502  [Sec.  500], 
from  the  tax,  or  should  the  tax  thereon  be  collectible  under  the  terms  of  these 

regulations  by  any  carrier  other  than  the  carrier  furnishing  the  services  or  facilities,  notation 
shall  be  made  on  the  records  of  the  carrier  furnishing  the  services  or  facilities  indicating 
the  reason  for  not  collecting  the  tax.  (See  art.  22.) 

Art.  10.  Records — Adjustment  of  Taxes. — Since,  in  the  ordinary  course  of 
6538  transportation,  overcharges . and  undercharges  will  occur,  officers,  agents, 
and  other  employees  of  carriers  are  authorized,  in  adjusting  such  overcharges 
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and  undercharges,  to  adjust  the  taxes  accordingly.  All  redemptions  or  other  adjustments 
made  in  connection  with  passenger  transportation,  whether  by  way  of  refund  on  mileage 
bool;  covers  or  otherwise,  arc  to  be  treated  as  adjustments  of  overcharges  or  undercharges, 
as  the  ease  may  be.  Nothing  in  these  regulations,  however,  authorizes  an  adjustment  of 
a tax  by ’’a  carrier  in  any  instance  where,  after  collection  of  a charge  and  tax,  it  is  claimed 
that  thc’chargc  is  entitled  to  exemption  from  the  tax  by  reason  of  exportation,  govern- 
mental use,  or  otherwise.  All  adjustments  of  taxes  must  be  recorded  and  reported.  They 
must  be  supported  by  such  evidences  as  will  fully  substantiate  the  correctness  thereof, 
and  such  evidences  must  be  kept  in  the  respective  offices  through  which  such  adjustments 
are  made. 

Art.  11.  Records — Summaries  of  Transactions. — Officers,  agents,  and  other 

5539  employees  of  carriers  shall  cause  to  be  assembled,  for  each  calendar  month, 
at  the  general  office  or  offices  of  such  carriers,  summaries,  by  the  several  classes 

of  the  taxes  specified  in  Form  727,  showing  the  aggregate  taxes  collected  by  their  respective 
officers,  agents  or  other  employees.  There  shall  likewise  be  so  assembled  summaries  of 
all  tax  adjustments.  Such  summaries  shall  show: 

(a)  The  aggregate  taxes  of  each  class  collected,  as  called  for  by  Form  727;  and 

(b)  The  total  amount  deducted  for  adjustment  of  taxes  of  each  class,  on  account  of 
overcharges,  as  called  for  by  Form  727. 

The  difference  between  the  two  items,  (a)  and  (b),  shall  be  the  amount  to  be 

5540  reported  to  the  proper  Collector  of  Internal  Revenue  in  the  manner  prescribed 

by  Form  727. 

5541  Art.  12.  Return  and  Remittance  of  Taxes. — On  or  before  March  31,  1918 

returns  must  be  made,  and  taxes  remitted,  for  the  month  of  November,  1917 

in  like  manner  as  next  provided  in  respect  of  returns  and  remittances  for  the  month  of 
December,  1917,  and  succeeding  months.  On  or  before  March  31,  1918,  and  on  or  before 
the  last  day  of  each  succeeding  month,  the  returns  required  by  Section  503  [Sec.  502] 
of  the  act,  in  form  and  manner  prescribed  on  United  States  Internal  Revenue  Form  727, 
must  be  made  under  oath,  in  duplicate,  for  the  third  preceding  month  to  the  Collector 
of  Internal  Revenue  of  the  district  in  which  the  principal  office,  or  place  of  business,  of 
the  carrier  making  the  return  is  located.  Taxes  collected  during  the  month  covered  by  each 
such  return,  less  tax  adjustments  during  such  month  on  account  of  overcharges,  must 
be  remitted  to  such  Collector  of  Internal  Revenue  at  the  time  such  return  is  made. 

Art.  13.  Penalties  for  Failure  to  Collect,  Pay,  or  Report  the  Tax,  etc. — Section 
5 5 4 2 1004  [Sec.  1308,  “Miscellaneous  Matters”  at  the  back  of  the  book]  of  the  Act 

provides  that  whoever  fails  to  make  any  return  within  the  time  prescribed  or  who 
makes  any  false  or  fraudulent  return,  and  whoever  evades  or  attempts  to  evade  any  tax 
imposed  by  the  Actor  fails  to  collect  or  truly  to  account  for  and  pay  over  any  such  tax,  shall 
be  subject  to  a penalty  of  not  more  than  $1,000,  or  to  imprisonment  for  not  more  than  one 
year,  or  both,  at  the  discretion  of  the  court,  and  in  addition  thereto  a penalty  of  double 
the  tax  evaded,  or  not  collected,  or  accounted  for  and  paid  over.  [Changed  by  Sec.  1308.] 

5543  These  penalties  apply  to  each  offense. 

Reference  should  be  had  to  Sections  802  [Sec.  1102],  803  [Sec.  1103],  and  1004 

5544  [Sec.  1308]  of  the  act.  [For  Secs.  1102  and  1103  see  “Stamp  Taxes”  and  for 
Sec.  1308  see  “Miscellaneous  Matters”  at  the  back  of  the  book.] 

Governmental  Exemption. 

5545  Art.  14.  Nature  of  Exemption. — Section  502  [500]  of  the  act  exempts  from  taxa- 
tion payments  received  fer  services  rendered  to  the  Uni  ed  States,  to  any  State 

or  Territory,  or  to  the  District  of  Columbia.  The  words  “State”  and  “Territory,”  include 
political  subdivisions  thereof,  such  as  counties,  cities,  towns,  and  other  municipalities. 

The  exemption,  however,  is  to  be  secured  only  upon  the  production  of  such  evi- 

5546  dence  of  right  to  exemption  as  is  called  for  by  these  regulations. 

{a)  Exemption — Property. 

5547  Art.  15.  Evidences  of  Right  to  Exemption. — The  right  to  exemption  under 
Section  502  [500]  from  the  tax  on  amounts  paid  for  the  transportation  of  property 

shall  be  evidenced  in  one  of  the  following  ways: 

(a)  Payment  of  such  amounts,  directly  to  the  carrier  by  the  Government  to 

5548  which  the  services  are  rendered. 
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5549  (b)  A standard  form  of  exemption  certificate  for  use  of  the  Federal  Government 

substantially  in  form  following: 

SaTS  TREASURY  DEPARTMENT 


a Office  Commissioner  of  Internal  Revenue 
© o 


EXEMPTION  CERTIFICATE 


© 

5 o $ 
cog1 

111 

g ® 

on  V 

•g’S  O 

&|8 

8 o!H 

« g,° 


Form  750 


War  Tax  on  Transportation  of  Property 

Date 

Place  of  -payment  of  charges 

Name  of  Carrier  collecting  charges 

I certify  that  the  transportation  charges  on  the  property  described  in  the  waybill,  bill  of 

lading,  freight  bill,  or  express  receipt,  dated covering  a shipment  carried  from 

to in  car  initial  and  No or  vessel  name , 

to  which  this  exemption  certificate  is  attached,  have  been,  or  will  be,  paid  by  the  United  States, 

and  that  the  transportation  charges  thereon  amounting  to  $ are  exempt  under  Section 

502  of  the  War  Revenue  Act  of  October  3,  1917,  from  the  tax  imposed  by  said  act. 


(Federal  Department  or  Establishment) 


(Signature  of 


Governmental 

Employee) 


Officer  or 


li| 

m a to 
t3  *« 
a,  © ^ . 

W-P.G  G 
fe  © 

ax  E 
3 3 o E 

1111 

a «©° 

PENALTY  FOR  FRAUDULENT  USE  

*132  $1,000  AND  IMPRISONMENT  (Title) 

NOTE. — A separate  exemption  certificate  will  be  required  for  each  consignment.  A blanket  cer- 
tificate covering  two  or  more  consignments  or  a given  period  will  not  be  accepted  as  evidence  of  right  to 
exemption.  . .... 

(c)  A form  of  exemption  certificate,  substantially  in  accord  with  the  preceding 

5550  form,  for  use  by  any  of  the  States  pr  Alaska  or  Hawaii,  or  any  political  subdivision 
thereof,  or  the  District  of  Columbia,  showing  the  political  subdivision  by  which  the 

charges  have  been,  or  will  be,  paid. 

{h)  Exemption — Persons. 

5551  Art.  16.  Evidences  of  Right  to  Exemption. — The  right  to  exemption  under 
Section  502  [500]  from  the  tax  on  amounts  paid  for  the  transportation  of  persons 

shall  be  evidenced  in  one  of  the  following  ways: 

(a)  A standard  form  of  transportation  request  as  prescribed  and  used  by  the 

5552  Federal  and  State  Governments; 

(b)  A standard  form  of  exemption  certificate  for  use  of  officers  or  employees  of  the 

5553  Federal  Government,  substantially  in  form  following: 

g TREASURY  DEPARTMENT, 

*2  . Office  Commissioner  of  Internal  Revenue  EXEMPTION  CERTIFICATE 

S'S  Form  731  War  Tax  on  Transportation  of  Persona 

©43 

"S  © Place  of  issue  of  ticket Date 

73  & Name  of  Carrier 


NUMBER 

^Indicate  by 
(x) 

SERVICE- — Indicate  amount 
in  proper  space 

paid 

Ticket 

Form 

Rail  1 Water 

Trans. 

Seat 

Berth 

State 

Room 

! Ex. 

1 bag. 

$ 

$ 

$ 

$ 

1* 

5.3 


4->  O 
O .G 
G m 


G be 

.S-l 

M G 


a s 

Sf  >» 

« o 

g’E 

.s  a 

■a  01 


From . 

Via.. 


I certify  that  the  charges  for  the  service  indicated  above  have  been,  or  will  be,  paid  for  by  the 
United  States,  are  incurred  in  the  performance  of  my  official  duties,  and  are  exempt  under  Section 
502  of  the  War  Revenue  Act  of  October  3,  1917,  from  the  tax  imposed  by  said  act. 


g ° (Federal  Department  or  Establishment 
Q<  ® 

§£  PENALTY  FOR  FRAUDULENT  USE  $1,000 
£ l AND  IMPRISONMENT 


(Signature  of  Governmental  Officer  or 
Employee) 


(Title) 


NOTE — A separate  exemption  certificate  will  be  required  for  each  ticket  furnished,  fare  collected, 
or  service  rendered,  except  that  officers  or  employees  representing  the  interests  exempt,  whan  conducting 
prisoners  or  other  persons  whose  transportation  costs  are  paid  by  such  interests  may  give  one  certificate 
to  cover  the  party. 
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5554  (c)  A form  of  exemption  certificate,  substantially  in  accord  with  the  preceding 
form,  for  use  by  any  of  the  States  or  Alaska  or  Hawaii,  or  any  political  subdivision 

thereof,  or  the  District  of  Columbia,  showing  the  political  subdivision  by  which  the  charges 
have  been,  or  will  be,  paid; 

(d)  Where  the  person  transported  is  incurring  the  charge  in  the  performance 

5555  of  his  official  duties  as  an  officer  in  the  Army  or  Navy,  a standard  form  of  exemp- 
tion certificate  for  such  use  as  follows: 

EXEMPTION  CERTIFICATE. 


19—. 

I certify  ticket  No for  Transportation 

from  . .to  via 


is  on  account  of  official  business  and  not  for  private  purposes  and  is  exempt  from  the  tax  imposed 
by  the  Act  of  October  3,  1917. 

. (fitie)  .V.’.*. !!”!!!!!!!!!!!!!!!! 

(Army  or  Navy) 

5556  An  appropriate  form  of  exemption  certificate  must  be  delivered  to  the  conductor 
of  the  train  upon  which  an  officer  or  employee  of  the  United  States,  or  of  any  State, 

or  Alaska  or  Hawaii,  or  any  political  subdivision  thereof,  or  of  the  District  of  Columbia, 
is  traveling  upon  official  business,  using  a mileage  book  upon  which  the  tax  has  not  been 
raid,  each  time  mileage  coupons  are  lifted;  otherwise  the  tax  must  be  collected  on  the  same 
value  of  the  coupons  lifted.  (See  Art.  57.) 

(c)  General  Exemption  Provisions. — Property  and  Persons. 

5557  Art.  17.  Credentials. — The  credentials  referred  to  on  the  margin  of  the  exemption 
certificates  are  such  papers,  documents,  or  other  evidences  as  will  reasonably 

assure  the  officer,  agent,  or  other  employee  collecting  the  transportation  charge  that  the 
officer  or  employee  issuing  such  certificate  is  an  officer  or  employee  of  the  Government  on 
whose  behalf  the  certificate  is  issued. 

Art.  18.  Forms  to  be  Furnished. — Exemption  certificates,  Forms  731  and  750, 

5558  will,  on  request  be  furnished  by  the  Treasury  Department  to  officers  and  employees 
of  the  Federal  Government  entitled  thereto. 

Art.  19.  Lump  Sum  Government  Contracts. — Where  a contractor  does  work 

5559  for  the  Government,  the  contract  price  of  which  is  a lump  sum,  the  exemption 
does  not  apply  to  the  amounts  paid  for  transportation  of  property  used  or  to  be 

used  by  the  contractor  in  connection  with  the  work. 

Art.  20.  Exemption — -Persons. — Exemption  may  be  claimed  in  the  case  of 

5560  persons  only  where  the  person  transported  is  incurring  the  charge  in  performance 
of  his  official  duties  as  an  officer  or  employee  of  the  United  States  or  of  a State 

or  Territory,  or  any  political  subdivision  thereof,  or  of  the  District  of  Columbia,  Thus, 
transportation  charges  paid  by  soldiers  traveling  on  furlough  at  their  own  expense  are  not 
exempt.  The  fact  that  the  amount  of  mileage  or  other  allowance  paid  or  made  by  the 
Government  for  transportation  of  an  officer  or  employee  in  the  performance  of  his  official 
duties  may  be  more  than  sufficient  to  reimburse  him  for  the  transportation  payment 
does  not  prevent  the  application  of  the  exemption  provision  to  such  payment. 

The  exemption  provided  for  applies  to  amounts  paid  as  fares  and  to  amounts 

5561  paid  for  accommodations  in  parlor  or  sleeping  cars  or  on  vessels. 

Art.  21.  Certificate  Required  When  Charges  Paid. — An  exemption  certificate 

5562  for  property  or  persons  or  other  evidence  of  right  to  exemption,  all  as  provided  in 
articles  15  and  16,  must  be  delivered  to  the  carrier  by  the  person  paying  the  charges 

when  the  charges  are  paid;  otherwise  there  shall  be  no  exemption  from  the  tax. 

Art.  22.  Carriers  to  Record  and  File  Certificates. — Carriers  shall,  in  accepting 

5563  exemption  certificates  and  transportation  requests,  see  that  they  are  duly  filled 
out.  In  accepting  any  evidence  of  right  to  exemption,  carriers  shall  note  on  their 

records,  opposite  the  entry  of  the  collection,  reference  to  such  evidence;  they  must  file 
and  retain  in  the  offices  or  places  where  such  collections  are  made,  or  where  records  of 
such  collections  are  kept,  all  such  exemption  certificates  honored  by  them.  All  evidences. 
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and  all  records  of  collections  of  taxes  and  of  charges  for  transportation,  shall  be  subject 
to  inspection  by  accredited  representatives  of  the  Commissioner  of  Internal  Revenue. 

[The  following  additional  subsequent  rulings  relating  to  the  above  are  inserted  here 
for  convenience.] 

5564  Procedure  in  the  Presentation  of  Claims  under  Section  502  of  the  War  Revenue 
Act  and  under  Article  31  of  Regulations  42. — Where  claims  for  refund  of  trans- 
portation taxes  are  presented,  based  upon  the  ground  that  the  transportation  service  was 
rendered  an  exempt  governmental  agency,  or  that  the  property  was  in  the  course  of 
being  exported,  the  following  procedure  is  to  be  observed: 

1.  Where  the  transportation  service  was  rendered  in  behalf  of  a governmental 

5565  agency. 

The  State,  or  political  subdivision  thereof,  or  other  exempt  governmental  agency, 

5566  including  the  export  representatives  of  allied  or  neutral  governments,  shall  file 
a blanket  claim  executed  by  the  official  of  the  governmental  agency  who  audits 

and  pays  the  transportation  accounts  and  keeps  the  records  pertaining  thereto,  this  claim 
to  cover  the  taxes  collected  by  a given  carrier  or  utility.  A separate  blanket  claim  must 
be  made  for  the  taxes  collected  by  each  carrier  or  utility  to  whom  the  tax  has  been  paid. 
A single  blanket  claim  may  be  made  for  the  taxes  returned  and  paid  for  November,  Decem- 
ber, and  January,  but  a separate  claim  must  be  made  for  each  subsequent  month’s  payments 
to  a given  carrier  or  utility.  This  requirement  arises  from  the  fact  that  the  carrier  or 
utility  is  allowed  by  the  law  three  months  for  the  making  of  return,  and  accordingly  the 
grouping  of  tax  payments  of  more  than  one  month  subsequent  to  January  in  a single  claim 
would  result  in  an  unncessary  suspension  of  action  upon  the  claim  for  the  taxes  earliest 
paid. 

To  the  Form  46,  upon  which  the  blanket  claim  is  made,  is  to  be  attached  an 

5567  itemized  schedule  describing  the  charges  in  detail,  and  showing  their  amount 
and  the  amount  of  taxes  paid  hereupon.  In  a blanket  claim  covering  payments 

ofjthe  three  months,  November,  December,  and  January,  the  charges  and  payments  of 
each  month  must  be  itemized  and  separately  totaled  for  each  month  upon  the  schedule. 

If  the  claim  covers  express  or  freight  taxes,  the  receipts  or  waybills  showing  pay- 

5568  ment  of  the  charges  and  taxes  should  be  filed  with  the  claim,  if  practicable,  and 
if  for  any  reason  it  is  impracticable  to  forward  these  receipts  or  waybills  to  the 

Commissioner  for  permanent  filing  with  the  claim,  they  must  be  gathered  and  held  by 
the  official  executing  the  claim  until  they  can  be  examined  by  an  Internal  Revenue  Officer. 
In  this  case  the  official  executing  the  claim  should  notify  the  Commissioner,  prior  to  the 
filing  of  the  claim,  that  there  are  such  receipts  or  waybills  in  his  office  awaiting  verification, 
and  the  commissioner  will  then  direct  an  Internal  Revenue  officer  to  visit  the  official, 
check  the  charges  and  taxes  against  the  schedule  thereof  attached  to  the  claim  and  write 
across  the  face  of  each  receipt  or  waybill,  “Claim  for  refund  filed,” 

The  affidavit  on  Form  46  must  show  conclusively  that  no  claim  for  exemption 

5569  from  the  tax  was  presented  at  the  time  of  payment  of  transportation  charges, 
and  that  no  credits  for  taxes  paid  have  been  made  the  governmental  agency 

through  the  adjustment  of  overcharges  and  undercharges  provided  by  Article  X of  Regula- 
tions No.  42. 

When  the  claim  has  been  completed  in  the  manner  outlined  above,  it  should  be 

5570  forwarded  to  the  Commissioner  of  Internal  Revenue,  Sales  Tax  Division,  Wash- 
ington, D.  C. 

In  the  office  of  the  Commissioner,  the  claims  covering  the  taxes  paid  to  a given 

5571  carrier  will  be  aggregated,  and  the  carrier  will  be  called  upon  for  a certification 
that  the  taxes  paid  by  the  different  governmental  agencies  for  the  separate  months 

designated  were  included  in  the  return  of  the  carrier  for  each  of  the  months  in  question; 
that  the  full  tax  shown  upon  such  return  was  paid  the  Collector  of  Internal  Revenue; 
and  that  no  adjustment  of  overcharges  or  undercharges  has  affected  a refund  of  any  portion 
of  the  taxes  claimed. 

Wherever  the  fact  is  not  otherwise  established  by  the  assessment  lists,  the  Collector 

5572  of  Internal  Revenue  will  be  called  upon  for  a certificate  that  the  taxes  paid  him 
have  been  deposited  to  the  credit  of  the  Treasurer  of  the  United  States. 

5573  2.  Where  the  transportation  tax  was  collected  on  property  in  the  process  of 
exportation. 

5574  The  taxpayer  will  present  a blanket  claim  similar  to  that  described  under  (1) 
above,  covering  tax  paid  to  a given  carrier,  and  the  procedure  will  be  identical 

with  that  described  above  except  that  the  affidavit  on  Form  46  shall  show  that  the  taxes 
were  paid  with  the  transportation  charges;  that  the  goods  transported  were  actually 
destined  for  export  from  point  of  origin  and  shipment  to  the  foreign  points  shown  in  the 
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schedule  attached  to  the  Form  46;  and  that  within  the  taxpayer’s  positive  knowledge 
the  goods  have  been  actually  exported  and  ship’s  receipts  taken  therefor,  or  if  such  be  the 
case  delivered  over  finally  to  an  export  representative  of  an  allied  or  neutral  government. 

Where  the  claimant  shipper  is  a member  of  an  association  of  similar  shippers, 
007  0 it  will  be  permissible  for  the  association,  as  agent  for  various  shippers,  to  make 
a blanket  claim  on  Form  46  in  behalf  of  the  individual  members  of  the  association, 
covering  their  payments  to  a given  carrier  for  the  separate  periods  as  designated  above. 
In  such  cases,  however,  it  will  be  necessary  that  there  be  attached  to,  and  forwarded  with 
the  Form  46  a formal  demand  of  each  shipper  upon  the  Commissioner  of  Internal  Revenue 
for  a refund  of  the  amount  due  the  shipper,  such  demands  showing  the  total  amount  of 
charges  and  total  amount  of  tax  paid  thereupon  by  each  shipper,  since  the  payment  of 
these  refunds  will  not  be  made  to  another  than  the  actual  taxpayer.  These  demands 
of  the  individual  shippers  must  be  aggregated  by  the  association  and  securely  attached 
to  the  claim  before  the  claim  is  filed  with  the  Commissioner. 

This  regulation  is  designed  to  make  possible  with  minimum  inconvenience  to 
6576  the  taxpayer  and  the  carrier  the  recovery  of  the  taxes  described,  and  is  subject 
to  revocation  if  it  shall  appear  that  either  through  carelessness  on  the  part  of  the 
taxpayer  in  submitting  his  facts,  or  on  the  part  of  the  carrier  or  utility  in  certifiying  to  the 
payment  of  the  taxes,  the  interests  of  the  government  are  endangered.  (T.  D.  2727, 
June  5,  1918.) 

6677  Payments  Made  by  the  Red  Cross  for  Transportation  and  tor  Telephone  and 
Telegraph  Messages  are  Exempt  from  Tax. — Referring  to  and  returning  herewith 
memorandum  dated  June  10,  1918,  from  The  Corporation  Trust  Company,  relative  to  the 
operation  of  Section  502  [500]  of  the  Act  of  October  3,  1917,  you  are  advised  that  as  the 
American  Red  Cross  is  a quasi-governmental  organization,  it  is  held  by  this  office  that 
payments  made  by  this  organization  for  transportation  of  passengers,  freight  and  express, 
and  for  telephone,  telegraph  and  radio  messages,  are  exempt  from  the  tax.  (Letter  to  The 
Corporation  Trust  Company,  signed  by  Deputy  Commissioner  B.  C.  Keith,  and  dated 
June  14,  1918.') 


5578  Transportation  Tax. — Cost-plus  Contracts. — Forms  of  Exemption  Certificates. — 

Inquiries  have  been  received  as  to  the  application  of  the  exemption  from  tax 
provided  for  in  Section  502  [500]  of  the  Act  of  October  3,  1917,  of  payments  received  for 
services  rendered  to  the  United  States  or  to  any  State, Territory,  or  the  District  of  Columbia, 
under  so-called  cost-plus  contracts.  . The  effect  of  the  exemption  provision  is  dealt  with 
generally  in  Regulations  No.  42,  Articles  14-22  [^[5545  to  5563]. 

5579  Applying  the  principles  there  stated,  it  is  expressly  held: 

(1)  Where  a contractor  does  work  for  the  Government,  the  contract  price  of  which 

5580  is  the  cost  plus  a certain  percentage,  the  amount  received  by  a carrier  for  the 
transportation  of  property  used  or  to  be  used  by  the  contractor  in  the  Govern- 
ment work  falls  within  the  exemption  from  the  transportation  tax  imposed  by  Section  500 
of  the  Act  of  October  3,  1917. 

In  any  such  case,  as  in  other  cases  of  exemption,  the  prescribed  certificate  of  exemp- 

5581  tion  (Form  750),  specified  in  Regulations  No.  42,  Article  15  [^5547],  (T.  D.  2676), 
must  be  used  and  must  be  signed  by  a Government  officer  or  employee.  A certi- 
ficate signed  by  the  contractor  does  not  furnish  the  required  evidence  of  exemption. 

(2)  Exemption  may  be  claimed  on  amounts  paid  for  the  transportation  of  persons 
6582  employed  by  a contractor  working  for  the  Government  under  a cost-plus  contract, 

where  the  transportation  charge  of  the  employee  is  an  item  in  the  cost  of  the  work 
and  will  hence  be  finally  paid  by  the  Government. 

In  such  case  the  right  to  exemption  from  the  tax  on  the  amount  paid  for  trans- 
5583  portation  of  such  employee  shall  be  evidenced  b^  an  exemption  certificate  signed 
by  a Governmental  officer  or  employee,  substantially  in  the  following  form: 


EXEMPTION  CERTIFICATE. 


I certify  that  ticket  No. for  transportation  from  . . 

to via is  for  use  of  an  employee  of 

(Name  of  Contractor) 

paid  for  by  the  United  States  Government. 


191. . 

and  is  to  be 


(Signature  of  Governmental  officer  or  employee) 


(Title) 

Place  of  Issue. 

Name  of  Carrier 
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5584  (3)  Exemption  from  the  tax  imposed  by  Section  500,  subdivision  (e)  [Tf 5 506],  of 
the  Act  of  October  3,  1917,  on  telephone,  telegraph  and  radio  messages,  may  be 

claimed  when  the  amounts  paid  for  such  messages  are  finally  to  be  paid  by  the  Government 
under  a cost-plus  contract. 

Evidence  of  the  exemption  from  the  tax  on  such  messages  must  be  furnished  by 

5585  a certificate  signed  by  a Governmental  officer  or  employee  in  the  following  form: 

EXEMPTION  CERTIFICATE 

191. . 

I certify  that  this  message  from  to  

via (Telephone,  telegraph  or  radio)  relates  to  Governmental  work 

being  performed  by  and  is  to  be  paid  for  by  the  United 

(Name  of  contractor) 

States  Government. 


(Signature  of  Governmental  officer  or  employee) 


(Title) 

Place  of  Issue 

Name  of  Company 

5586  The  foregoing  rulings  do  not  apply  to  amounts  received  by  a carrier  or  received 
for  a telephone,  telegraph  or  radio  message  from  contractors  doing  work  for  the 

Government  under  lump  sum  contracts.  (T.  D.  2742,  July  1,  1918.) 

5587  Foreign  Governments. — Amounts  paid  by  foreign  governments  for  transportation 
and  transmission  services  are  subject  to  the  taxes  imposed  by  Section  500  of  the 

Act  of  October  3,  1917.  (T.  D.  2785,  Jan.  23,  1919.) 

5588  War  Loan  Organization  in  Connection  with  Exemption. — Amounts  paid  for 
transportation  by  the  War  Loan  Organization,  an  agency  of  the  United  States 

Government,  out  of  government  funds,  are  not  subject  to  the  transporattion  tax.  (T.  D. 
2782,  Dec.  24,  1918  ) 

PART  n.— TRANSPORTATION  OF  PROPERTY  BY  FREIGHT. 

5589  Section  500,  subdivision  (a)  of  the  act  imposes — a tax  equivalent  to  three  per 
centum  of  the  amount  paid  for  the  transportation  by  rail  or  water  or  by  any 

form  of  mechanical  motor  power  when  in  competition  with  carriers  by  rail  or  water  of 
property  by  freight  consigned  from  one  point  in  the  United  States  to  another  [and  for  haul 
within  the  United  States  from  a point  without  to  a point  within]. 

Effective  Date  of  the  Law. 

[New  Law  effective  April  1.  1919.] 

5590  Art.  23.  Transportation  Completed  on  or  After  November  1,  1917. — > The  law 

imposing  a tax  on  amounts  paid  for  the  transportation  of  property  became  effec- 
tive November  1,  1917,  and  all  amounts  paid  for  transportation  completed  on  or  after 
that  date  are  subject  to  the  tax;  provided,  however,  that  in  cases  in  which  shippers  had 
credit  arrangements  with  carriers  prior  to  November  1,  1917,  under  which  property  was 
shipped  prepaid  prior  to  that  date,  the  freight  charges  not  being  actually  paid  until  after 
that  date,  the  tax  does  not  apply  to  amounts  so  paid. 

Art.  24.  Transportation  Completed  Prior  to  November  1,  1^17. — The  tax  does 

5591  not  apply  to  amounts  paid  on  or  after  November  1,  1917,  for  transportation 
completed  prior  to  that  date. 

Services  and  Facilities  Taxable. 

5592  Art.  25.  Service  in  Respect  of  which  Tax  is  Assessed. — The  tax  imposed  under 
Section  500  of  the  act  on  the  amount  paid  for  the  transportation  of  property  by 

freight  is  held  to  apply  to  each  and  every  service  and  facility  rendered  by  or  on  behalf  of 
carriers  in  connection  with  transportation,  as  herein  defined,  of  property  by  freight  from 
one  point  in  the  United  States  to  another  [and  for  haul  within  the  United  States  from  a point 
without  to  a point  within].  (See  Art.  4.) 
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Art.  26.  Total  Amount  of  Charges  Taxable.— Where  any  taxable  charge,  as 
6593  defined  in  these  regulations,  is  collected  in  addition  to  the  road  haul,  water  haul, 
or  road  and  water  haul  charge,  the  tax  shall  apply  on  the  total  amount  collected 
bv  the  carrier,  consisting  of  the  road  haul,  water  haul,  or  road  and  water  haul,  charge 
plus  all  taxable  charges  collected  in  addition  thereto. 

Art.  27.  No  Duplication  of  Tax. — If  any  taxable  charge,  as  defined  in  these 
5594  regulations,  be  included  in  the  road  haul,  water  haul,  or  road  and  water  haul, 
charge  applying  to  any  consignment,  the  tax  applies  to  and  shall  be  collected  on 
the  total  amount  collected,  and  no  separate  or  additional  tax  shall  be  collected  on  the 
taxable  amounts  included  therein. 

[The  following  subsequent  additional  rulings  are  printed  here  for  convenience.] 

6595  Demurrage. — Receipt  is  acknowledged  of  your  letter  of  the  22d  instant  relative 
to  the  operation  of  Section  500  of  the  Act  of  October  3,  1917.  1[In  reply  you  are 

advised  that  under  Articles  4 and  25  of  Transportation  Tax  Regulations  No.  42  the  tax 
applies  to  charges  for  demurrage  when  incurred  in  connection  with  the  transportation  of 
freight.  (Letter  to  The  Corporation  Trust  Company,  signed  by  Deputy  Commissioner 
B.  C.  Keith,  and  dated  April  30,  1918.) 

6596  Charter  Hire. — When  a company  charters  boats  for  a stated  period  of  time  and 
transports  its  own  commodities  for  its  own  use  and  furnishes  no  transportation  facilities 
to  others,  the  amounts  paid  for  chartering  such  boats  are  not  subject  to  the  transportation 
tax.  (T.  D.  2782,  Dec.  24,  1918.) 

5597  Collection  Charges,  C.  O.  D.  Shipments. — When  a charge  is  made  by  a trans- 
portation company  for  collecting  from  a consignee  the  amount  due  on  a C.  O.  D. 

shipment,  the  collection  service  is  not  a transportation  service  and  is  not  subject  to  the 
transportation  tax.  (T.  D.  2782,  Dec.  24,  1918.) 

Collection  of  the  Tax. 

5598  Art.  28.  Carrier  Shall  Collect,  Return,  and  Remit  Total  Taxes  on  all  Charges 
Collected. — Whenever  one  carrier  collects  the  charge  or  charges  for  freight  trans- 
portation performed  in  part  by  or  on  behalf  of  another  carrier  or  carriers,  such  carrier  shall 
collect  the  tax  applicable  to  such  taxable  charge  or  charges  and  return  and  remit  to  the 
proper  collector  of  internal  revenue  the  total  tax  collected.  (But  see  art.  10.) 

Art.  29.  Taxable  Charges — In-Transit  Privileges. — In  the  collection  of  taxable 

5599  charges  in  connection  with  in-transit  privileges,  it  is  the  practice  of  some  carriers 
to  collect  the  local  rate  to  the  transit  point  and  upon  re-shipment  to  refund  such 

local  rate  and  then  assess  the  through  rate  from  point  of  origin  to  final  destination,  while 
it  is  the  practice  of  other  carriers  in  the  collection  of  such  charges  to  collect  the  local  rate 
to  the  transit  point  and  at  the  time  of  re-shipment  from  the  transit  point  to  assess  the 
balance  of  the  through  rate.  Various  other  adjustments  of  charges  are  common  in  connec- 
tion with  in-transit  privileges.  As  a general  rule  to  govern  the  collection  of  taxes  in  all 
such  cases,  it  is  held  that  the  tax  must  be  collected  on  the  charges  to  the  transit  point  at 
the  time  such  charges  are  collected,  and  that,  whatever  basis  of  readjusting  the  charges 
is  used  at  the  time  of  re-shipment  or  at  destination,  such  tax  must  be  collected  by  the 
vearrier  adjusting  the  charges  as  remains  due  upon  the  net  taxable  charges  assessed  on  the 
shipment  from  point  of  origin  to  destination  including  the  charges  for  the  in-transit 
privileges. 

Art.  30.  Taxable  Charges — Terminal  or  Water  Service. — Whenever  a taxable 

5600  charge,  in  connection  with  a terminal  or  water  service,  is  paid  by  one  carrier, 
acting  for  the  consignor  or  consignee,  to  another  carrier,  the  tax  applicable  shall 

be  paid  by  the  former  carrier  to  the  latter  carrier,  who  shall  return  and  remit  the  same  as 
required  hereunder.  (See  arts.  27  and  28.) 

Property  Exported. 

5601  Art.  3 1 . Charges  on  Property  Shipped  for  Export,  and  Actually  Exported,  Exempt 
from  Tax. — [Read  also  at  <[5564.]  Amounts  paid  for  the  transportation  of  prop- 
erty in  the  course  of  exportation  to  foreign  ports  or  places  are  held  to  be  exempt  from  the 
tax  imposed  under  Section  500  of  the  act.  Property  may  be  deemed  to  be  in  the  course 
.of  exportation  when  it  moves  under  any  of  the  following  conditions: 
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6602  (a)  Under  a through  export  bill  of  lading; 

(b)  Under  a domestic  bill  of  lading  or  receipt  on  which,  at  point  of  origin,  “For 

6603  export”  is  marked  or  the  foreign  consignee  and  destination  are  specified; 

(c)  Under  a through  bill  of  lading  or  through  live  stock  contract  to  a place  in 

6604  Canada  or  Mexico; 

(d)  Under  a domestic  bill  cf  lading  or  receipt  marked,  at  point  of  origin,  “For 

6605  export,”  wherein  the  Food  Administration  Grain  Corporation,  Director  of  Over- 
seas Transportation,  British  Admiralty,  or  any  export  representative  of  the 

United  States  or  of  a foreign  government,  approved  by  the  Commissioner  of  Internal 
Revenue,  is  named  as  consignee; 

Provided  that,  in  either  case  (a)  or  (b),  the  property  so  consigned  be  delivered 

6606  to  a vessel  clearing  to  a foreign  port  or  place,  and  a ship’s  receipt  is  taken  therefor 
or,  in  case  (c),  the  property  so  consigned  be  delivered  at  a place  in  Canada  or 

Mexico,  or,  in  case  (d),  the  property  so  consigned  be  delivered  to  such  consignee. 

If,  when  property  is  delivered  to  a carrier  for  transportation,  it  clearly  appears 
5607  that  such  goods  are  in  the  course  of  exportation  as  provided  in  clause  (a),  (b), 
(c),  or  (d),  no  tax  shall  be  collected  on  the  amounts  of  any  otherwise  taxable 
charges  prepaid  upon  such  property;  but,  unless  such  property  is  delivered  in  such  manner 
as  is  specified  in  the  proviso  to  such  clauses,  the  total  transportation  charges  on  such 
property,  from  the  point  of  origin  to  destination,  are  subject  to  the  tax,  and  such  tax  must 
be  collected  as  and  when  the  transportation  charges  thereon  are  collected,  if  the  transpor- 
tation charges  be  billed  collect,  or,  upon  delivery  of  the  consignment,  if  the  transportation 
charges,  or  any  of  them,  be  prepaid.  (See  art.  10.) 

Property  Imported*  Property  Passing  Through  the  United  States. 

6608  Art.  32.  Property  Imported. — In  the  case  of  property,  whether  moving  on  a 
through  or  foreign  bill  of  lading  or  otherwise,  imported  into  the  United  States 

the  tax  imposed  under  Section  500  of  the  act  applies  to  the  transportation  charges  which 
accrue  thereon  from  port  of  entry  to  destination  within  the  United  States.  Provided , 
however , that  the  tax  does  not  apply  to  any  part  of  the  transportation  charges  on  property 
moving  on  a through  bill  of  lading  from  a point  in  Canada  or  Mexico  to  a point  in  the 
United  States.  [Read  at  ^[5501,  for  modification  by  new  law.] 

The  tax  due  under  the  preceding  paragraph  shall  be  collected  as  and  when  the 

6609  transportation  charges  thereon  are  collected,  if  such  charges  be  collected  within 
the  United  States.  If  such  charges  be  prepaid  outside  the  United  States,  and 

not  paid  at  port  of  entry,  such  tax  shall  be  collected  upon  delivery  of  the  consignment. 

Art.  33.  Property  Passing  Through  the  United  States. — In  the  case  of  property 
661  0 passing  through  the  United  States  from  one  foreign  port  or  place  to  another,  the 
tax  does  not  apply.  If,  however,  property,  while  so  passing  through  the  United 
States,  be  reconsigned  to  a destination  within  the  United  States,  the  tax  applies  to  the 
transportation  charges  thereon  from  the  point  or  place  of  entry  to  such  destination. 

Domestic  Shipment  Passing  Through  a Foreign  Country  en  Route. 

661  1 Art.  34.  Charges  on  Such  Property  Taxable. — If  a consignment  having  both 
origin  and  destination  within  the  United  States  passes  out  of  the  United  States 
on  its  journey,  the  gross  transportation  charges  from  point  of  origin  to  final  destination 
are  nevertheless  subject  to  the  tax. 

Commodities  Transported  Without  Collection  of  a Charge. 

6612  Section  501  of  the  [old]  act  provides,  among  other  things,  that:  [For  new  law 
provision  see  ^[55 11.] 

In  case  such  carried  does  not,  because  of  its  ownership  of  the  commodity  transported, 
or  for  any  other  reason,  receive  the  amount  which  as  a carrier  it  would  otherwise  charge, 
such  carrier  shall  pay  a tax  equivalent  to  the  tax  which  would  be  imposed  upon  the  trans- 
portation of  such  commodity,  if  the  carrier  received  payment  for  such  transportation: 
Provided , That  in  case  of  a carrier  wrhich  on  May  first,  nineteen  hundred  and  seventeen, 
had  no  rates  or  tariffs  on  file  with  the  proper  Federal  or  State  authority,  the  tax  shall 
be  computed  on  the  basis  of  the  rates  or  tariffs  of  other  carriers  for  like  services  as  ascer- 
tained and  determined  by  the  Commissioner  of  Internal  Revenue  * * *. 

Art.  35.  General  Application. — Subject  to  the  exemption  attaching  to  trans- 

6613  portation  of  commodities  under  certain  conditions,  as  explained  in  articles  37, 
38,  and  39,  it  is  held,  in  connection  with  the  above  quoted  provision,  that  where  a 
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person,  corporation,  partnership,  or  association  is  engaged  in  logging,  manufacturing, 
mining,  or  any  other  business,  and,  for  the  account  of  himself  or  iteslf,  furnishes  any  of 
the  services  or  facilities  described  or  referred  to  in  sub-divisions  (a)^(b),  (c),  or  (d)  of 
Section  500  of  the  act,  and,  at  times,  for  hire,  furnishes  any  of  such  facilities  for  the  account 
of  any  other  person,  corporation,  partnership,  or  association,  the  person,  corporation, 
partnership,  or  association  furnishing  any  such  facility  is  a carrier  within  the  meaning 
of  the  word  as  used  in  Title  V of  the  act,  and  the  tax  applies  as  respects  all  commodities  so 
transported,  whether  for  his  or  its  account  or  for  the  account  of  others. 

Where  any  of  the  facilities  described  or  referred  to  in  subdivisions  (a),  (b),  (c),  or 
6614  (d)  of  Section  500  are  used  exclusively  for  transporting  property  of  the  proprietor, 

and  not  for  hire,  such  proprietor  is  not  a carrier  within  the  meaning  of  the  word 
as  herein  defined. 

The  tax  applies  to  the  transportation  by  a carrier  of  property  belonging  to  or  for 
5615  the  personal  use  of  any  of  its  officers,  agents,  or  employees,  even  though  such 
property  be  transported  free  of  charge. 

6616  Art.  36.  Basis  of  Computation  of  Tax. — In  the  cases  falling  within  the  above 
quoted  provision  of  Section  501,  the  basis  of  the  computation  of  the  tax  shall  be 
the  current  lawful  rates  of  the  carrier  and,  in  the  absence  thereof,  the  current  lawful  rates 
of  other  carriers  for  like  service.  If  the  basis  of  the  tax  cannot  be  readily  determined  in 
the  manner  stated,  the  facts  should  be  forthwith  reported  by  the  carrier  to  the  Commis- 
sioner of  Internal  Revenue  for  determination  by  him  of  the  basis  of  computation. 

For  other  instances  in  which  the  above  quoted  provision  is  held  to  apply,  see 
5617  Articles  38,  and  39  and  Part  V. 

Transportation  of  Commodities  for  Use  of  Carrier  as  a Carrier. 

561  8 Section  501,  subdivision  (a)  of  the  act  exempts  from  the  tax  “the  transportation 
of  any  commodity  which  is  necessary  for  the  use  of  the  carrier  in  the  conduct  of 
its  business  as  such  and  is  intended  to  be  so  used  or  has  been  so  used.” 

Art.  37.  Effect  of  Foregoing  Provision. — The  sole  effect  of  this  subdivision  of 

5619  the  act  is  to  exempt  from  the  tax  all  transportation  charges  made  by,  or  which 
would  accrue  to,  a carrier,  were  such  charges  made  by  that  carrier,  on  all  materials, 

supplies,  or  other  commodities  transported  by  such  carrier,  which  are  necessary  for  its 
use  in  the  conduct  of  its  business  as  such  carrier,  and  intended  to  be  or  having  been  so 
used. 

Art.  38.  Stock  of  One  Corporation  Owned  by  Another. — The  fact  that  all  or 

5620  part  of  the  capital  stock  of  a corporation  is  owned  by  another  corporation  does 
not  affect  the  application  cf  Sections  500  and  501  of  the  act  to  each  corporation 

as  an  entity. 

Art.  39.  Application  of  Tax. — The  tax  applies  to  all  transportation  charges  made 

5621  by,  or  which  would  accrue  to,  a carrier,  were  such  charges  made  by  it,  on  all 
materials,  supplies,  or  other  commodities  transported  by  that  carrier  for  another 

carrier,  even  though  such  commodities  be  necessary  for  the  use  of  such  other  carrier  in  the 
conduct  of  such  other  carrier’s  business  as  such;  subject,  however,  to  the  following  quali- 
fications: 

(a)  As  provided  by  Section  501,  subdivision  (b),  of  the  act,  the  tax  is  not  imposed 

5622  “upon  the  transportation  of  company  material  transported  by  one  carrier,  which 
constitutes  a part  of  a railroad  system,  for  another  carrier  which  is  also  a part  of 

the  same  system.”  The  term  “a  railroad  system”  is  held  to  mean  two  or  more  railroads 
and  such  other  carriers  as  may  be  operated  in  conjunction  therewith,  all  such  railroads 
and  other  carriers  being  under  one  general  operating  management,  and  even  though  each 
such  railroad  or  other  carrier  maintain  its  corporate  identity. 

(b)  If  the  facilities  of  an  express  company  operating  on  the  line  of  a railroad 

5623  company  be  necessary  for  the  use  of  such  railroad  company  in  the  conduct  of 
the  railroad  company’s  business  as  such,  and  if  the  railroad  company  under 

contract,  transports  commodities  necessary  to  maintain  or  operate  such  facilities,  such 
commodities  being  intended  to  be  or  having  been  so  used,  and  the  railroad  company 
makes  no  charge  for  such  transportation,  the  charges  which,  but  for  such  arrangement, 
would  have  accrued  on  such  transportation  are  exempt  from  the  tax. 

(c)  If  a telegraph  or  telephone  line  or  lines  along  the  line  of  a railroad  company 

5624  be  necessary  for  the  use  of  such  railroad  company  in  the  conduct  of  the  railroad 
company’s  business  as  such,  and  if  the  railroad  company,  under  contract, 

transports  commodities  necessary  to  maintain  or  operate  such  telegraph  or  telephone 
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line  or  lines  along  the  line  of  such  railroad  company,  such  commodities  being  intended 
to  be  or  having  been  so  used,  and  the  railroad  company  makes  no  charge  for  such  trans- 
portation, the  charges  which,  but  for  such  arrangement,  would  have  accrued  on  such 
transportation  are  exempt  from  the  tax. 

(d)  If  a terminal  or  yard  for  the  use  of  one  or  more  railroads,  jointly  or  severally, 

6625  be  operated  under  the  management  of  a terminal  or  switching  company,  or  of  such 
railroad  or  railroads,  and  the  user  cost  therefor  to  them  be  based  on  either  gross 

or  net  costs  of  operation,  the  commodities  necessary  in  the  operations  of  such  terminal 
or  yard  shall,  as  respects  the  provisions  of  Sections  500  and  501,  be  considered  as  com- 
modities necessary  for  the  use  of  such  carriers  thereof,  and  the  tax  does  not  apply  to  the 
transportation  charges  for  such  commodities,  if  transported  over  the  lines  of  such  carriers. 
If,  however,  a terminal  or  yard  be  operated  under  its  own  management  for  profit,  cr  if  a 
fixed  rental  be  charged  users  or  tenants  for  services  rendered  by  the  terminal  or  switching 
company,  the  tax  applies  to  the  transportation  charges  made  by  tenants  or  users  on  such 
commodities.  See  Article  35  and  36. 

Miscellaneous  Provisions. 

6626  Art.  40.  Circus  Trains. — Where  a lump  sum  charge  is  made  for  the  transpor- 
tation of  a circus  train,  which  carries  both  property  and  persons,  the  3 per  cent 

tax  applies  to  such  charge.  If,  however,  advance  passenger  transportation  is  included  in 
such  lump-sum  charge,  the  8 per  cent  tax  applies  to  such  portion  of  the  charge  as  represents 
the  charge  for  advance  passenger  transportation,  and  the  3 per  cent  tax  applies  to  the 
balance  of  the  lump-sum  charge. 

Art.  41.  Milk,  Newspapers,  and  Other  Commodities. — The  amounts  paid  for 
transportation,  other  than  by  express,  of  milk,  newspapers,  and  other  com- 
modities are  subject  to  the  tax  of  3 per  cent. 

Whenever  two  or  more  tickets  for  the  transportation  of  commodities  are  sold  in 
book  form  or  in  bulk,  the  tax  applies  to  the  aggregate  amount  paid  for  the  tickets 
so  purchased. 

Art.  42.  Property  Sold. — If  a consignment  of  property  transported,  including 
baggage,  be  refused  or  unclaimed  and  sold  at  public  or  private  sale  under  Federal 
or  State  statutes  or  regulations,  or,  in  the  absence  thereof,  under  the  rules  and 
regulations  of  a carrier,  or  if  a carload  of  property  or  a perishable  consignment  be  sold 
under  emergency  conditions  for  the  benefit  of  whom  it  may  concern,  then  and  in  any  such 
case  the  net  amount  realized  therefrom  shall  be  considered  the  transportation  charge 
applicable  to  such  consignment,  and  the  3 per  cent  tax  shall  apply  to  such  amount  and 
be  paid  by  the  purchaser.  Provided , however , That  if  such  amount  be  in  excess  of  the 
actual  transportation  charges  accruing  on  such  consignment,  the  tax  shall  not  apply  to 
such  excess. 

Art.  43.  Combined  Freight  and  Express  Services  or  Facilities. — When  property 

5630  is  transported  between  two  points,  partly  by  freight  and  partly  by  express,  the 
3 per  cent,  tax  applies  on  the  amount  paid  for  the  freight  movement,  and  the  tax 

of  1 cent  for  each  20  cents  or  fraction  thereof  applies  on  the  amount  paid  for  the  express 
movement.  The  carrier  collecting  the  total  transportation  charges  shall  collect,  report 
and  pay  the  total  tax  due. 

PART  III. — TRANSPORTATION  OF  PACKAGES,  PARCELS,  OR  SHIPMENTS 

BY  EXPRESS. 

[New  law  effective  April  1,  1919.] 

5631  Section  500,  subdivision  (b)  of  the  act,  effective  November  1,  1917,  imposes: 

A tax  of  1 cent  for  each  20  cents,  or  fraction  thereof,  paid  to  any  person,  corpora- 
tion, partnership,  or  association,  engaged  in  the  business  of  transporting  parcels  or  pack- 
ages by  express  over  regular  routes  between  fixed  terminals,  for  the  transportation  of  any 
package,  parcel,  or  shipment,  by  express  from  one  point  in  the  United  States  to  another 
[and  for  haul  within  the  United  States  from  point  without  to  point  within]. 

Art.  44.  Application  of  Tax. — The  tax  applies  whether  the  package,  parcel  or 

5632  shipment  be  transported  by  rail,  water,  mechanical  motor  power,  or  other  means 
of  conveyance. 

The  provisions  of  Parts  I and  II  hereof,  in  so  far  as  they  are  applicable  to  trans- 

5633  portation  of  packages,  parcels,  or  shipments  by  express  from  one  point  in  the 
United  States  to  another  [or  for  haul  within  the  United  States  from  point 
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without  to  point  within]  arc  held  to  control  in  connection  with  the  application  of  the 
express  tax. 

If  the  facilities  of  a railroad  company  on  the  line  of  which  an  express  company 

6634  operates  be  necessary  for  the  use  of  such  express  company  in  the  conduct  of  the 
express  company,  under  contract,  transports,  commodities  necessary  to  maintain 

or  operate  such  facilities,  such  commodities  being  intended  to  be  or  having  been  so 
used,  and  the  express  company  makes  no  charge  for  such  transportation,  the  charges 
which,  but  for  such  arrangement,  would  have  accrued  on  such  transportation  are  exempt 
from  the  tax. 

(The  following  subsequent  additional  ruling  is  inerted  here  for  convenience.] 

6635  Switching  Charges  Paid  by  Express  Company. — Where  an  express  company 
pays  a switching  charge  to  a rail  carrier  fo  - switching  express  cars,  and  the  amount 

so  paid  is  not  passed  on  to  the  shipper,  but  is  absorbed  by  the  express  company  in  its  express 
rate,  the  amount  so  paid  as  a switching  charge  is  not  subject  to  the  tax  imposed  by  Section 
5 00  (a)  of  the  Act  of  October  3,  1917.  (T.  D.  2782,  Dec.  24,  1918.) 

Collection  Charges.  C.  O.  D.  Shipments. — [Read  at  ^[5597.] 

PART  IV.— TRANSPORTATION  OF  PERSONS. 

[New  law  effective  April  1,  1919.] 

5636  Section  500,  subdivision  (c)  of  the  [old]  act,  effective  November  1,  1917,  imposes: 
A tax  equivalent  to  eight  per  centum  of  the  amount  paid  for  the  transportation 

of  persons  by  rail  or  water,  or  by  any  form  of  mechanical  motor  power  on  a regular  estab- 
lished line  when  in  competition  with  carriers  by  rail  or  water,  from  one  point  in  the  United 
States  to  another  or  to  any  point  in  Canada  or  Mexico,  where  the  ticket  therefor  is  sold  or 
issued  in  the  United  States,  not  including  the  amount  paid  for  commutation  or  season 
tickets  for  trips  less  than  thirty  miles,  or  for  transportation  the  fare  for  which  does  not  exceed 
35  [42]  cents,  and  a tax  equivalent  to  ten  [eight]  per  centum  of  the  amount  paid  for  seats, 
berths  and  staterooms  in  parlor  cars,  sleeping  cars,  or  on  vessels  [in  connection  with  taxable 
transportation].  [Read  new  law  provision  at  ^[5503.] 

Services  and  Facilities  Taxable — General  Provisions. 

5637  Art.  45.  Application  of  Tax. — The  8 per  cent  tax  applies  to  amounts  paid  for 

transportation  of  persons  by  carriers  as  follows: 

(a  From  a point  in  the  United  States  to  another  point  therein,  even  though 

5638  the  persons  pass  out  of  the  United  States  in  the  course  of  such  tran  portation. 

(b)  From  a point  in  the  United  States  to  a point  in  Canada  or  Mexico,  where 

6639  the  ticket  therefor  is  sold  or  issued  in  the  United  States. 

(c)  From  a point  in  the  United  States  to  another  point  therein,  o- — where  the 

6640  ticket  is  sold  or  issued  in  the  United  States — from  a point  in  the  United  States 
to  a point  in  Canada  or  Mexico,  when  such  transportation  is  part  of  through  trans- 
portation to  or  from  a foreign  country,  other  ihan  Canada  or  Mexico. 

The  tax  is  held  to  apply  to  each  and  every  service  and  facility,  except  passengers* 

664 1 meals  and  hotel  accommodations,  rendered  by  or  on  behalf  of  carriers  in  connection 
. w'ith  transportation,  as  herein  defined,  of  persons,  where  the  transportation  in 

connection  with  which  the  service  or  facility  is  rendered  is  subject  to  the  tax. 

See  Articles  4,  20,  61,  62,  and  68. 

Art.  46.  Round-trip  Ticket. — The  tax  applies  to  the  amount  paid  for,  or  applicable 
5642  to,  such  transportation,  including  the  charge  paid  for  a round-trip  ticket,  provided 
such  amount  is  in  excess  of  35  [42]  cents. 

Art.  47.  Accommodation  in  Sleeping  and  Parlor  Cars  and  on  Vessels. — For 

6643  provisions  relating  to  the  separate  tax  on  such  accommodations,  see  Articles  68, 
70,  and  71. 

Art.  48.  Commutation  and  Season  Tickets. — The  term  “commutation  or  season 

6644  tickets,”  as  used  in  Section  500,  subdivision  (c)  of  the  act,  is  held  to  include 
all  forms  of  tickets  issued  and  intended  for  use  for  a certain  number  of  trips 

between  two  given  termini,  whether  limited  or  unlimited  as  to  the  time  in  which  they  are 
to  be  used. 


WAR 


1118  TAX 


2-10-19. 


UTILITIES  AND  INSURANCE  REGULATIONS. 


The  phrase  “for  trips  less  than  thirty  miles,”  as  used  in  said  subdivision  of  the 
6645  act  in  connection  with  commutation  and  season  tickets,  is  held  to  mean  for  less 
than  thirty  constructive  miles  in  instances  where  the  rate  for  transportation  is 
fixed  on  the  constructive  mileage. 

Art.  49.  Zone  System. — If  a person  pays  or  a carrier  collects  the  fare  for  a con- 
5646  tinuous  journey  at  intervals  in  amounts  of  less  than  36  cents,  as  in  the  zone  system, 
the  tax  must  be  collected  on  the  total  charges  from  starting  point  to  final  des- 
tination of  such  person,  if  the  charges  aggregate  36  [43]  cents  or  more. 

Art.  50  Combination  Fares. — In  cases  in  which  continuous  transportation  is 
6647  secured,  either  by  the  use  of  the  same  or  different  kinds  or  classes  of  tickets  or 
by  the  use  of  such  tickets  in  connection  with  a cash  fare,  the  tax  applies,  provided 
the  lawful  fare  for  such  transportation  exceeds  35  [42]  cents. 

Art.  51.  Penalties  for  Failure  to  Pay  or  Collect  Tax. — Failure  to  pay  the  tax 

5648  by  a passenger,  as  well  as  failure  to  collect,  report  and  pay  it  by  a carrier,  sub- 
jects passenger  and  carrier  to  penalites,  as  set  forth  in  Article  13. 

Services  and  Facilities  Taxable — Miscellaneous  Provisions. 

5649  Art.  52.  Tickets  Bought,  and  Wholly  or  Partially  Unused,  Prior  to  November  1, 
1917. — The  Act. — Section  500,  subdivision  (c)  of  the  act,  effective  November  1, 

1917,  in  part  provides: 

If  a ticket  (other  than  a mileage  book)  is  bought  and  partially  used  before  this  section 
goes  into  effect  it  shall  not  be  taxed,  but  if  bought  but  not  so  used  before  this  section  takes 
effect,  it  shall  not  be  valid  for  passage  until  the  tax  has  been  paid  and  such  payment  evi- 
denced on  the  ticket  in  such  manner  as  the  Commissioner  of  Internal  Revenue,  with  the 
approval  of  the  Secretary  of  the  Treasury,  may  by  regulation  prescribe. 

Art.  53.  Manner  of  Evidencing  Payment  of  Tax  on  Such  Tickets. — Payment  of 

5650  the  8 per  cent  tax  upon  tickets  bought  but  not  used  prior  to  November  1,  1917, 
shall  be  evidenced  by  endorsement  thereon  by  and  over  the  signature  and  title 

of  the  employee  collecting  the  ticket,  showing  the  payment  of  the  tax. 

Art.  54.  Special  Provisions  Relating  to  Such  Tickets. — Employees  collecting 

5651  such  tickets  presented  for  passage  must  require  the  payment  of  taxes  on  any 
ticket,  excluding  commutation  and  season  tickets,  the  sale  date  of  which  is  prior 

to  November  1,  1917,  unless  such  ticket  and  the  conditions  under  which  it  is  presented 
conclusively  show  that  the  ticket  has  been  used  prior  to  November  1,  1917,  for  a part  of 
the  journey  called  for  by  it.  If  the  return  portion  of  a round-trip  ticket  sold  before  Novem- 
ber 1,  1917,  be  presented  for  the  return  journey,  such  return  portipn  is  not  subject  to  the 
tax.  If  a ticket  with  stop-over  privileges  sold  before  November  1,  1917,  be  presented  for 
a continuation  of  the  journey,  the  tax  does  not  apply.  Commutation  or  season  tickets 
sold  and  partially  used  before  November  1,  1917,  are  not  taxable  if  presented  after  that 
date  for  the  remainder  of  the  journey  or  journeys  called  for. 

Art  55.  Partially  Used  Mileage  Books  Paid  for  Before  November  1,  1917 — 

5652  The  Act. — Section  500,  subdivision  (c)  of  the  [old]  act,  among  other  things, 
provides: 

If  a mileage  book  used  for  such  transportation  or  accommodation  has  been  purchased 
before  this  section  takes  effect,  or  if  cash  fare  be  paid,  the  tax  imposed  by  this  section  shall 
be  collected  from  the  person  presenting  the  mileage  book,  or  paying  the  cash  fare,  by  the 
conductor  or  other  agent,  when  presented  fo:  such  transportation  or  accommodation,  and 
the  amount  so  collected  shall  be  paid  to  the  United  States  in  such  manner  and  at  such  times 
as  the  Commissioner  of  Internal  Revenue,  with  the  approval  of  the  Secretary  of  the  Treasury 
may  prescribe.  [For  provisions  of  the  new  law  read  at  ^[5510.] 

Art.  56.  Provisions  Relating  to  Such  Books. — The  provision  applies  whether  the 
mileage  book  was  purchased  in  the  United  States,  Canada  or  Mexico. 

Amounts  collected  pursuant  to  the  above  quoted  provision  shall  be  reported 
and  returned  as  herein  prescribed  in  respect  of  other  charges  collected  by  carriers 
for  transportation  of  persons. 

If  a mileage  book  sold  in  the  United  States,  prior  to  November  1,  1917,  be  pre- 
sented for  a mileage  exchange  ticket,  or  on  a train  for  transportation,  the  8 per 
cent  tax  applies  on  the  sale  value  of  the  coupons  or  scrip  remaining  in  such  book, 
and  shall  be  collected  by  the  employee  to  whom  such  book  is  presented  for  transportation; 
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evidence  of  the  payment  of  such  tax  shall  be  endorsed  thereon  by,  and  over  the  signature 
and  title  of  the  employee  collecting  the  tax. 

6656  Art.  57.  Mileage  Books  Purchased  in  United  States. — The  8 per  cent  tax 
applies  to  the  gross  amount  paid  for  a mileage  book  purchased  on  or  after 

November  1,  1917,  as  and  when  collection  is  made  therefor. 

If  an  evidence  of  right  to  an  exemption  be  delivered  to  the  carrier  at  the  time 

6657  of  purchase  of  a book,  such  book  shall  be  stamped  “Tax  not  paid.” 

See  Articles  10  and  16. 

6658  Art.  58.  Mileage  Books  Purchased  in  Canada  or  Mexico. — The  8 per  cent  tax 
applies  to  the  amount  paid  for  the  coupons  lifted  in  the  United  States  from 

mileage  books  purchased  in  Canada  or  Mexico  when  used  for  transportation  (a)  from  one 
point  in  the  United  States  to  another,  even  though  such  journey  involve  passing  out  of 
the  United  States,  or  (b)  from  a point  in  the  United  States  to  any  poiqt  in  Canada  or 
Mexico,  or  (c)  from  a point  in  the  United  States  to  another  point  therein  or  to  a point  in 
Mexico  or  Canada,  when  such  transportation  is  part  of  through  transportation  to  or 
from  a foreign  country  other  than  Canada  or  Mexico,  and  shall  be  collected  when  the  cou- 
pons are  lifted. 

The  tax  does  not  apply  to  the  amount  paid  for  the  coupons  lifted  from  mileage 

5659  books  purchased  in  Canada  or  Mexico  when  used  for  through  transportation 
from  a point  in  Canada  or  Mexico  to  a point  in  the  United  States. 

See  Articles  10  and  16. 

Art.  59.  Cash  Fares  Paid  on  Trains. — The  provision  of  the  Act  applicable  to 

5660  cash  fares  is  quoted  at  the  opening  of  Part  IV.  The  8 per  cent  tax  applies  to 
all  cash  fares  paid  on  trains  from  a point  in  the  United  States  to  a point  in  the 

United  States,  Canada,  or  Mexico,  provided  the  total  cash  fare  for  a continuous  journey 
exceeds  35  [42]  cents.  (See  articles  49  and  50.) 

5661  Art.  60.  Party  Tickets. — The  8 per  cent  tax  applies  to  the  total  amount  paid 
for  a party  ticket. 

5662  Art.  61.  Prepaid  Orders. — The  taxes  applicable  to  amounts  paid  for  trans- 
portation, as  provided  in  Article  45  and  46,  as  well  as  the  taxes  applicable  to 

amounts  paid  for  accommodations  in  sleeping  and  parlor  cars  and  on  vessels,  as  provided 
in  Art.  69,  apply  in  like  manner  to  amounts  paid  for  prepaid  orders  calling  for  such  trans- 
portation and  accommodations,  or  either  of  them.  The  ticket  for  the  transportation 
covered  by  a prepaid  order  shall  be  deemed  sold  and  issued  at  the  point  where  the  initial 
carrier’s  transportation  begins. 

Where  a carrier  or  agency,  in  collecting  the  amount  paid  for  such  prepaid  order, 

5663  acts  on  behalf  of  any  or  all  of  the  several  carriers  who  are  to  furnish  the  services 
or  facilities  covered,  the  carrier  or  agency  first  referred  to  shall  collect  the  taxes 

on  the  total  charges  for  such  prepaid  order  as  and  when  such  charges  are  collected,  and 
remit  such  total  charges  and  taxes  to  the  initial  carrier  issuing  the  ticket,  and  the  initial 
carrier  shall  return  and  pay  such  taxes. 

5664  Art.  62.  Exchange  Orders. — Where  an  exchange  order  is  issued  in  the  United 
States,  Canada,  or  Mexico,  as  part  of  or  in  connection  with  through  transporta- 
tion, the  ticket  for  which  the  exchange  order  is  exchanged  shall  be  deemed  to  be  a ticket 
sold  and  issued  at  the  point  where  the  exchange  order  was  issued.  An  exchange  order 
sold  in  the  United  States  for  through  transportation  to  a point  in  he  United  States, 
Canada,  or  Mexico  is  held  to  be  subject  to  the  tax  upon  the  total  amount  of  charges  paid, 
even  though  the  order  calls  for  an  exchange  for  another  ticket  in  Canada  or  Mexico. 

Where  an  exchange  order  is  issued  outside  the  United  States,  Canada,  or  Mexico, 

5665  as  part  of  or  in  connection  with  through  transportation,  the  ticket  for  which 
the  exchange  order  is  exchanged  shall  be  deemed  to  be  a ticket  sold  and  issued 

at  the  point  where  such  exchange  is  made. 

The  tax  applies  to  any  additional  amount  paid  in  the  United  States  in  connec- 

5666  tion  with  a ticket  or  an  exchange  order  issued  in  Canada,  Mexico,  or  any  other 
foreign  country. 

5667  Art.  63.  Steamship  Orders. — The  provisions  contained  in  Article  62  as  respects 
exchange  orders  and  tickets  issued  in  exchange  therefor  similarly  apply  to 

steamship  orders  and  tickets  issued  in  exchange  for  steamship  orders. 
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5668  Art.  64.  Excess  Baggage  — The  8 per  cent  tax  applies  to  the  amount  paid  for 
transporting  baggage  in  excess  of  the  free  allowance,  provided  the  amount  so 
paid  exceed  35  [42]  cents. 

6669  Art.  65.  Corpses. — The  amount  paid  for  the  transportation  of  a corpse  is  subject 
to  the  8 per  cent  tax,  if  the  corpse  be  transported  on  a passenger  ticket  or  an 

excess  baggage  check.  If,  however,  a corpse  be  transported  by  freight  or  by  express, 
the  freight  or  the  express  tax,  as  the  case  may  b ',  applies. 

6670  Art.  66.  Extra  Fares  for  Special  Services  or  Facilities. — If  an  extra  fare  for 
special  services  be  charged  in  addition  to  the  transportation  rate,  the  8 per  cent 

tax  applies  and  shall  be  collected  thereon. 

The  foregoing  provision  applies  to  amounts  paid  for  additional  passenger  tickets 
5671  purchased  or  fares  paid  for  exclusive  occupancy  of  drawing  rooms,  compart- 
ments, or  sections  in  sleeping  or  parlor  cars  or  accommodations  furnished  on 

steamers. 

5 672  Art.  67.  Chartered  Cars  or  Trains. — The  8 per  cent  tax  applies  to  the  charge 
for  a chartered  or  special  car  or  train,  excluding  sleeping,  parlor,  and  private 
cars,  for  the  purpose  of  transporting  persons,  if  such  charge  be  a lump  sum  or  on  a per 
capita  basis.  (For  chartered  sleeping,  parlor,  or  private  cars,  see  article  69.  For  circus 
trains,  see  article  40.) 

Services  and  Facilities  not  Taxable. 

Art.  68.  Cases  in  Which  Tax  Does  not  Apply. — The  8 per  cent  tax  does  not 
apply  to  amounts  paid  for  transportation  of  persons  by  carriers  as  follows: 

(a)  From  the  last  port  touched  in  the  United  States  to  a foreign  port  other  than  a 
Canadian  or  Mexican  port. 

(b)  From  a point  in  Canada  or  Mexico  to  a point  in  the  United  States. 

(c)  From  a point  in  Canada  to  another  point  therein,  and,  provided  such  trans- 
portation be  covered  by  tickets  issued  in  Canada  and  be  part  of  through  trans- 
portation, even  though  the  persons  pass  through  the  United  States  in  course  of  such 
transportation. 

(d)  From  a point  in  Mexico  to  another  point  therein,  and  provided  such  trans- 

5677  portation  be  covered  by  tickets  issued  in  Mexico  and  be  part  of  through  trans- 
portation, even  though  the  persons  pass  through  the  United  States  in  course  of 

such  transportation. 

(e)  From  a point  in  Canada  to  a point  in  Mexico,  or  vice  versa,  provided  such 

5678  transportation  be  covered  by  tickets  issued  in  Canada  or  Mexico  and  be  part  of 
through  transportation. 

6679  (f)  Where  the  amount  paid  for  transportation  is  35  [42]  cents  or  less. 

5680  (g)  In  the  case  of  commutation  or  season  tickets  for  t ips  less  than  thirty  (30) 
miles.  (See  article  48.) 

(h)  Where  persons  are  carried  free  under  the  provisions  of  Federal  or  State 

5681  laws. 

But  see  Articles  57  and  58,  where  mileage  books  are  used,  and  Articles  62  and  63 

5682  in  cases  involving  exchange  orders  or  steamship  orders. 

Tax  on  Amounts  Paid  for  Accommodations  in  Parlor  or  Sleeping  Cars  or  on  Vessels. 

5683  Section  500,  subdivision  (c)  [d]  of  the  act,  effective  November  1,  1917,  imposes: 
A tax  equivalent  to  ten  [eight]  per  centum  of  the  amount  paid  for  seats,  berths, 

and  staterooms  in  parlor  cars,  sleeping  cars,  or  on  vessels  [if  in  connection  with  taxable 
transportation]. 

Art.  69.  Accommodations  to  which  Tax  Applies. — The  foregoing  provision  is  held 

5684  to  include  application  to  the  amount  paid  for  each  drawing-room  or  compartment 
in  parlor  or  sleeping  cars  or  on  vessels  and  to  seats  in  observation  or  composite 

cars. 

In  the  case  of  a chartered  sleeping,  parlor,  or  private  car,  the  amount  paid  for  the 

5685  haul  is  subject  to  the  8 per  cent  tax,  and  the  balance  of  the  charges,  exclusive 
of  meals,  is  subject  to  the  10  [other  8]  per  cent  tax. 

The  10  [8]  per  cent  tax  applies  to  amounts  paid  for  all  of  the  accommodations 

5686  referred  to  above,  for  use  in  connection  with  transportation  between  points  in 
the  United  States  or  from  a point  in  the  United  States  to  a point  in  Canada  or 
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Mexico,  whether  payment  thereof  be  made  in  the  United  States  or  elsewhere,  and  even 
though  such  transportation  be  part  of  through  transportation  to  or  from  a foreign  country, 
other  than  Canada  or  Mexico.  The  tax  also  applies  t6  amounts  paid  for  commutation 
books  purchased  in  the  United  States  calling  for  any  of  such  accommodations,  for  use  as 
above  stated,  in  which  event  the  tax  thereon  shall  be  paid  as  and  when  collections  are  made 
of  the  amount  paid  for  such  books.  If  such  commutation  books,  however,  be  purchased 
outside  the  United  States,  the  tax  applies  to  the  amount  paid  for  the  coupons  lifted. there- 
from calling  for  accommodn tions  between  or  from  points  in  the  United  States,  as  in  this 
paragraph  first  specified,  and  such  tax  shall  be  collected  as  and  when  such  coupons  are  lifted. 

Where  the  amount  paid  for  transportation  of  persons,  under  conditions  set  out 

5687  in  Articles  45  or  46,  includes  accommodations  on  vessels,  the  entire  amount 
paid  for  the  transportation  is  subject  to  the  8 per  cent  tax;  but  where  a separate 

charge  is  made  for  a seat,  berth  or  state-room  on  a vessel,  the  .10  [8]  per  cent  tax  shall  be 
collected  on  such  separate  berth  or  state-room  charges  in  addition  to  the  8 per  cent  tax 
on  the  transportation. 

Art.  70.  Accommodations  to  Which  Tax  Does  not  Apply. — The  10  [8]  per  cent  tax 

5688  does  not  apply  to: 

(a)  A mounts  paid  for  tickets,  including  commutation  books,  paid  for  and  partly 

5689  used  before  November  1,  1917. 

(b)  Accommodations  furnished  free  under  the  provisions  of  Federal  or  State 
6690  laws. 

Art.  71.  Duties  of  Agents  Collecting  Charges  on  Behalf  of  Carriers  Furnishing 

5691  Such  Accommodations. — Where  an  agent  of  one  carrier,  in  collecting  the  amounts 
paid  for  seats,  berths,  or  state-rooms  in  parlor  or  sleeping  cars  or  on  vessels* 

acts  on  behalf  of  any  or  all  of  the  several  carriers  who  are  to  furnish  the  accommodations 
involved,  such  agent  shall  collect  the  taxes  on  the  total  charges  as  and  when  such  charges 
are  collected  and  remit  to  such  other  carriers  the  respective  amounts,  charges  and  taxes, 
collected  on  their  behalf,  and  such  other  carriers  shall  return  and  pay  such  taxes. 

Stamp  Tax  on  Passage  Tickets. 

5692  Title  VIII  [XI]  of  the  act,  Section  807  [1107],  subdivision  10  of  Schedule  A, 
Stamp  Taxes,  effective  December  1,  1917,  imposes  the  following  stamp  tax: 

10.  Passage  ticket,  one-way  or  round-trip,  for  each  passenger,  sold  or  issued  in  the 
United  States  for  passage  by  any  vessel  to  a port  or  place  not  in  the  United  States,  Canada, 
or  Mexico,  if  costing  not  exceeding  $30,  $1;  costing  more  than  $30  and  not  exceeding 
$60,  $3;  costing  more  than  $60,  $5:  Provided,  That  such  passage  tickets,  costing  $10  or 
less,  shall  be  exempt  from  taxation. 

Art.  72.  Application  of  the  Foregoing  Provision. — The  stamp  tax  is  thus  imposed 

5693  on  the  cost  of  a one-way  or  round-trip  ticket,  for  each  passenger,  sold  or  issued 
in  the  United  States,  for  passage  by  any  vessel  from  a port  in  the  United  States, 

Canada,  or  Mexico,  to  a port  or  place  not  in  the  United  States,  Canada,  or  Mexico;  provided 
the  cost  of  the  vessel’s  proportion  exceed  $10. 

If  passage  by  any  vessel  between  the  ports  or  places  mentioned  be  part  of  a 

5694  through,  one-way  or  round-trip  ticket  involving  transportation  partly  by  rail 
and  partly  by  water,  the  tax  applies  to  that  proportion  of  the  amount  paid  which 

accrues  to  such  vessel. 

The  tax  on  the  vessel’s  proportion  of  the  selling  price  of  each  ticket  follows: 


5695  More  than  $10  but  not  exceeding  $30,  tax $1 

More  than  $30  but  not  exceeding  $60,  tax $3 

More  than  $60,  tax $5 


Art.  73.  Governmental  Exemption — Stamp  Tax. — Passage  tickets  issued  to 

5696  United  States  Government  and  foreign  government  officials  of  States  and  their 
political  subdivisions,  traveling  in  the  course  of  their  duty  on  vessels  operated 

privately  or  by  any  government  are  not  taxable.  Passage  tickets  issued  to  private  indivi- 
duals traveling  on  vessels  operated  privately  or  by  any  government  are  taxable. 

Art.  74.  Method  of  Paying  Stamp  Tax. — The  taxes  on  this  class  of  tickets  must 

5697  be  paid  in  adhesive  internal  revenue  stamps,  to  be  furnished  by  purchasers. 
Such  stamps  must  be  affixed  to  the  portion  of  the  ticket  or  on  the  order,  covering 

the  vessel  passage, _ and  “the  person,  corporation,  partnership,  or  association  using  or  affixing 
the  same  shall  write  or  stamp  or  cause  to  be  written  or  stamped  thereupon  the  initials  of 

WAR  1122  TAX 


2-10-19. 


UTILITIES  AND  INSURANCE  REGULATIONS. 


his  or  its  name  and  the  date  upon  which  the  same  is  attached  or  used.”  (Sec.  1100  to  1107, 
inclusive,  of  the  act.  [See  “Stamp  Taxes.”]. 

PART  V— TRANSPORTATION  OF  OIL  BY  PIPE  LINE. 

5698  Section  500,  subdivision  (d)  [e],  imposes  [new  law  effective  April  1,  1919]: 

A tax  equivalent  to  five  [eight]  per  centum  of  the  amount  paid  for  the  transporta- 
tion of  oil  by  pipe  line. 

Art.  75.  Definition  of  Oil. — The  word  “oil,”  as  used  in  the  foregoing  subdivision, 

5699  is  held  to  mean  crude  petroleum  and  such  of  its  products  as  may  be  transported 
by  pipe  line. 

5700  Art.  76.  Miscellaneous  Provisions. — Where  the  oil  is  transported  without  collec- 
tion of  a charge,  see  Articles  35  and  36. 

Reference  should  also  be  had  to  Parts  I and  II,  the  provisions  whereof,  in  so  far 

5701  as  they  are  applicable  to  transportation  of  oil  by  pipe  line,  are  held  to  control 
in  connection  with  the  application  of  the  tax  imposed  under  subdivision  (d) 

[e]  of  Section  500  of  the  act. 


5702  All  Treasury  Decisions  relating  to  Title  V,  Sections  500,  501,  502,  and  503,  and  to 
Title  VIII,  Section  807,  Schedule  A,  Subdivision  10,  of  the  Act  of  October  3,  1917, 

to-wit,  Treasury  Decisions  2551,  2570,  2577,  2580,  2584,  2596,  2597,  and  2600,  and  all 
rulings  relating  thereto,  are  superseded  by  these  regulations,  except  insofar  as  they  relate 
to  telegraph,  telephone,  or  radio  dispatches,  messages,  or  conversations.  (Reg.  42,  March 
18,  1918.) 

Telephone,  Telegraph  and  Radio  Messages. 

[New  law  effective  April  1,  1919.] 

5703  Exemptions:  The  United  States  and  the  States. — [Read  also  at  ^5577.]  All 
telegraph,  telephone  or  radio  messages  of  officers  and  employees  of  the  United 

States,  or  of  a State,  Territory,  or  the  District  of  Columbia,  on  official  business,  are  exempt 
from  tax  and  should  not  be  reported  in  the  monthly  return  of  the  telegraph,  telephone, 
or  radio  company.  In  case  of  a telegraph  or  radio  message,  the  officer  or  employee,  sending 
such  message,  should  certify  thereon  that  it  is  on  account  of  official  business  and  not  for 
private  purposes.  This  certificate  may  be  in  the  following  form: 

“I  certify  that  this  message  is  on  official  business  and  not  for  private  purposes 


(Title).” 

(T.  D.  2551,  Oct.  22,  1917.) 

5704  This  section  H[5508]  exempts  from  the  taxes  imposed  by  section  500  the  amounts 
paid  for  services  rendered  to  the  United  States  or  any  State,  Territory,  or  the 

District  of  Columbia. 

Specific  exemptions  under  said  section  include  the  following:  All  institutions 

5705  maintained  solely  for  the  exercise  of  legitimate  governmental  functions,  such  as 
State  colleges,  public  libraries,  hospitals,  etc.  Amounts  paid  for  services  ren- 
dered if  the  payment  is  made  from  the  Treasury  of  the  United  States,  the  District  of 
Columbia,  a State,  Territory,  or  a political  subdivision  of  either  or  the  last  two  named. 

The  food  administration  grain  corporation,  Federal  Farm  Loan  Board,  Federal 

5706  land  banks,  farm  loan  registers,  land  bank  examiners,  and  land  bank  appraisers 
are  exempt  from  tax  under  this  section  when  exercising  strictly  governmental 

functions.  (T.  D.  2600,  Nov.  3,  1917.) 

Under  Section  502  of  the  Act  of  Congress  approved  October  3,  1917,  telephone, 

5707  telegraph,  and  radio  messages,  conversations  and  dispatches,  relating  to  Govern- 
ment business,  which  originate  in  the  United  States  and  which  are  a charge  against 

the  Treasury  of  the  United  States,  the  District  of  Columbia,  a state,  territory,  or  any 
political  subdivision  of  a state  or  territory,  and  are  paid  from  the  funds  thereof,  are  exempt 
from  the  tax  imposed  by  Section  500  (e)  of  the  aforesaid  Act.  Messages,  conversations, 
and  dispatches  which  are  not  paid  from  such  funds  are  not  exempt  from  tax  even  though 
they  relate  to  Government  business.  (T.  D.  2619,  Dec.  19,  1917.) 

5708  All  Returns  to  be  on  Calendar  Month  Basis.— Under  this  section  the  calendar 
month  is  the  basis  for  the  returns  herein  required  and  returns  should  be  made 

accordingly.  (T.  D.  2600,  Dec.  3,  1917.) 

WAR  1 123 


TAX 


UTILITIES  AND  INSURANCE  REGULATIONS. 


Insurance. 

5709  Comment:  The  following  regulations,  etc.,  in  small  type,  were  issued  under  the 
old  law.  The  new  law  becomes  effective  April  1,  1919. 

6710  Synopsis  of  Rulings  on  Questions  Relating  to  War  Tax  on  Insurance,  Title  V, 
Act  of  October  3,  1917. — The  following  synopsis  of  decisions  of  the  Commissioner 
of  Internal  Revenue  on  questions  relating  to  taxes  imposed  on  insurance  under  Title  V, 
act  of  October  3,  1917,  is  published  for  the  information  of  revenue  officers  and  others 
concerned. 


6711  “A  fraternal  beneficiary  society,  order,  or  association,  operating  under  the  lodge 
system  or  for  the  exclusive  benefit  of  the  members  of  a fraternity  itself  operating 
under  the  lodge  system,  and  providing  for  the  payment  of  life,  sick,  accident,  or  other 
benefits  to  the  members  of  such  society,  order,  or  association,  or  their  dependents,”  is 
exempt  from  tax  on  insurance. 

5712  Casualty  insurance  policies  written  on  and  after  November  1,  1917,  are  taxable. 

Companies  insuring  or  guaranteeing  any  loss  that  might  be  occasioned  by  reason 

6713  of  accepting  mortgages  that  can  not  be  foreclosed  or  in  any  manner  recovered  upon 
are  subject  to  tax  under  paragraph  (c).  [Read  new  law  provision  at  ^[3521  under 

“Stamp  Taxes.”] 

Associations  composed  of  employed  [employers?]  or  others  who  band  themselves 

6714  together  for  mutual  protection  in  issuing  life  and  casualty  insurance  are  subject 

to  tax  under  paragraph  (c)  unless  exempted  under  paragraph  (d).  (See  first 
paragraph  [^[57 11.]). 

If  mutual  fire  or  tornado  insurance  companies  are  exempt  under  the  income-tax 
5716  law,  no  tax  is  imposed  by  this  act.  Said  income-tax  law  is,  in  part,  as  follows: 

Farmers’  or  other  mutual,  hail,  cyclone,  or  fire  insurance  company  * * * or 

organization  of  a purely  local  character,  the  income  of  which  consists  solely  of  assessments, 
dues,  and  fees  collected  from  members  for  the  sole  purpose  of  meeting  expenses. 

Brokers  who  place  risks  for  clients  with  insurance  companies  are  not  subject  to 

5716  tax  under  section  504  [503]  as  the  tax  is  imposed  upon  the  companies  issuing 
the  insurance. 

No  tax  on  insurance  is  imposed  on  the  insured.  Tax  is  imposed  by  section  504 

5717  [503]  upon  the  person,  firm,  or  corporation  writing  the  insurance,  the  necessary 
returns  for  which  will  be  rendered  to  the  collector  of  the  district  in  which  the 

principal  place  of  business  is  located.  (See  also  last  paragraph  [^[5722.])  The  tax  is  imposed 
on  newly  written  policies  and  on  premiums  paid  on  “open”  policies,  but  not  on  amounts  paid 
on  policies  of  reinsurance.  Consequently,  where  an  insurance  company  reinsures  the  risks 
of  another  company  the  transaction  is  termed  reinsurance,  and  would  not  be  taxable.  The 
tax  is  imposed  on  insurance  without  regard  to  sex  or  age  of  the  insured. 

Reinsurance  is  regarded  as  that  insurance  taken  out  by  a company  which  has 

5718  overinsured  and  obtains  another  company  to  underwrite  it  for  a part  of  the 
liability. 

Tax  accrues  on  insurance  policies  issued  within  the  United  States  irrespective 

5719  of  the  residence  of  the  insured. 

Tax  under  section  504  [503]  is  imposed  on  the  premium  charged,  each  separate 

5720  premium  collected  to  be  regarded  as  a separate  item  for  the  computation  of  the 
tax  and  not  on  the  gross  premiums  collected  for  any  one  month. 

So  far  as  tax  is  concerned,  the  issuance  of  a policy  is  considered  to  be  the  date  when 

5721  the  policy  is  delivered  to  the  insured  or  in  any  other  manner  becomes  a valid 
claim  and  effective  for  insurance. 

Return  for  tax  on  insurance  may  be  filed  either  direct  from  the  home  office  or  by 

5722  the  State  superintendent,  where  such  is  appointed  or  employed.  Single  reports, 
prepared  by  home  offices,  however,  are  preferred.  Local  insurance  agents  will  not 

be  required  to  make  returns.  Blank  forms  of  returns  required  by  section  505  [504]  will  be 
furnished  to  insurance  companies  monthly  by  this  office.  Returns  showing  the  name  and 
address  of  each  person  to  whom  an  indemnity  is  paid  is  not  required.  Permission  will  be 
granted  to  take  credit  in  a subsequent  month’s  report  for  any  overpayment  of  tax  for  a 
prior  month.  (T.  D.  2588,  Nov.  21,  1917.) 

5723  Tax  Does  Not  Apply  to  Soldiers’  and  Sailors’  Insurance  Written  by  the  War  Risk 
Insurance  Bureau. — Tax  imposed  by  Section  504  [503]  of  Act  of  October  3,  1917, 

does  not  apply  to  Soldiers’  and  Sailors’  Insurance  written  by  the  War  Risk  Insurance 
Bureau. 
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Section  505  [504]  of  the  Act  of  October  3,  1917,  expressly  provides  that  the  tax 

6724  imposed  by  Section  504  [503]  of  such  act  upon  life  and  casualty  insurance  shall 
be  returned  and  paid  by  “every  person,  corporation,  partnership,  or  association 

issuing  policies  of  insurance  upon  the  issuance  of  which  a tax  is  imposed  by  Section  504 
[503].” 

The  Act  clearly  contemplates  that  the  tax  shall  be  paid  by  the  insurer  and  not 

6725  by  the  insured. 

Not  only  is  it  impossible  in  the  absence  of  express  provision  to  the  contrary  to 

6726  infer  that  the  United  States  intended  to  tax  itself,  but  Section  505  [504]  obviously 
limits  the  application  of  the  tax  to  persons,  corporations,  partnerships,  and  asso- 
ciations, in  none  of  which  classes  is  the  United  States  included.  (T.  D.  2563,  Oct.  23,  1917.) 

6727  Taxability  of  Annuity  Contracts. — An  annuity  contract  is  not  taxable  as  a policy 
of  life  insurance  since  it  does  not  insure  a life.  (T.  D.  2785,  Jan.  23,  1919.) 

5728  Returns  Covering  Insurance  Tax  May  be  Filed  Either  by  the  Main  Office  or  by 
District  Agents. — Referring  to  your  letter  of  the  30th  ultimo,  you.  are  advised 
that  return  covering  the  tax  on  insurance  imposed  by  sub-section  (b)  of  Section  504  [503] 
of  the  Act  of  October  3,  1917,  may  be  filed  by  the  main  office  or  by  the  state  agent  through 
whom  the  policies  are  actually  issued.  Such  state  or  territorial  agents  should  be  given,  in 
writing,  authority  from  the  main  office  to  make  such  returns  and  account  for  the  tax  due 
on  policies  written.  (Letter  to  Barry,  Wainwright,  Thatcher  & Symmers,  New  York, 
N.  Y.,  signed  by  Deputy  Commissioner  G.  E.  Fletcher,  and  dated  November  20,  1917.) 

6729  The  appended  decision  of  the  United  States  Circuit  Court  of  Appeals  for  the  Sixth 
Circuit  in  the  cases  of  Frank  B.  Niles,  collector  of  internal  Revenue,  v.  Central 
Manufacturer,  Mutual  Insurance  Co.,  and  Frank  B.  Niles,  collector  of  internal  revenue, 
v.  Ohio  Underwriters  Mutual  Fire  Insurance  Co.,  is  published  for  the  information  of  internal- 
revenue  officers  and  others  concerned.  (T.  D.  2743,  July  2,  1918.) 

United  States  Circuit  Court  of  Appeals,  Sixth  Circuit. 

Frank  B.  Nile as  collector  of  internal  revenue  for  the  tenth  district  of  Ohio,  plaintiff 
in  error , v.  Central  Manufacturer , Mutual  Insurance  Co .,  defendant  in  error  (No.  3120). 
Frank  B.  Niles , as  collector  of  internal  revenue  for  the  tenth  district  of  Ohio,  plaintiff 
in  error , v.  Ohio  Underwriters  Mutual  Fire  Insurance  Co .,  defendant  in  error  ( No.  3119). 

Error  to  the  District  Court  of  the  United  States,  Northern  District  of  Ohio,  Western 

Division. 

[Decided  June  10,  1918.] 

Before  Warrington,  Mack,  and  Dennison,  Circuit  Judges. 

5730  Mack,  Circuit  Judge:  The  two  cases  are  alike  except  as  to  the  amounts  involved. 
The  sole  questions  raised  by  the  demurrers  of  plaintiffs  in  error  to  the  petitions 

of  defendants  in  error  for  return  of  moneys  paid  under  duress  is  whether  policies  issued 
by  a fire  insurance  companv,  incorporated  under  the  laws  of  Ohio,  without  capital  stock, 
or  stockholders,  doing  only  a mutual  fire  insurance  business  and  that  only  with  its  members 
all  of  whom  and  who  alone  are  its  policyholders,  must  be  stamped  for  one-half  of  one  cent 
on  each  dollar  of  premium,  under  the  act  of  October  22,  1914. 

The  precise  question  is  whether  such  a company  comes  .within  the  exemption 

5731  clause*  of  the  act,  reading:  Provided , That  purely  cooperative  or  mutual  fire 
insurance  companies  or  associations  carried  on  by  the  members  thereof  for  the 

protection  of  their  own  property  and  not  for  profit  shall  be  exempted  from  the  tax  herein 
provided/’  notwithstanding  that  under  the  laws  of  Ohio  the  company  (a)  is  required  to  and 
does  charge  a cash  premium  payable  at  the  time  of  delivery  of  the  policy,  ( b ) is  required 
to  and  does  maintain  an  unearned  premium  reserve  of  a definite  percentage  of  the  cash 
premiums  on  unexpired  risks,  (c)  is  permitted  to  and  does  maintain  a surplus  by  investing 
them,  as  required  by  the  law  of  the  State,  in  interest  bearing  securities,  and  (d)  for  further 
security  of  the  members,  makes  the  cash  premium  in  excess  of  the  amount  estimated  as 
sufficient  for  protection  and  payment  of  losses,  paying  the  member,  at  the  expiration  of 
each  policy,  so  much  of  the  cash  premium  paid  by  him  as  is  not  absorbed  by  losses  and 
expenses. 

‘Comment:  Note  the  exemption  clause  of  the’present  Act,  at^5522.  C.  T.  Co. 


The  statutes  of  Ohio  authorize  the  incorporation  of  at  least  two  kinds  of  mutual 
6732  fire  insurance  companies;  those  like  defendants  in  error,  carrying  reserves  and 
requiring  premiums  in  advance  of  loss,  and  those  which  levy  only  such  assessments 
as  are  necessary  to  meet  specific  losses  sustained  and  specific  incidental  expenses. 
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But  while  there  are  radical  differences  in  character,  both  kinds  of  companies  are  mutual; 
both  are  purely  cooperative,  in  that  they  have  no  stock  or  stockholders  and  include  in  their 
membership  only  policyholders;  both  are  carried  on  by  the  members  solely  for  the  pro- 
tection of  their  own  property,  in  that  neither  kind  insures  the  property  of  any  one  else. 

There  is,  however,  this  difference  between  them:  The  one  class  always  has  a 

6733  safety  fund  in  hand;  the  other  depends  upon  the  personal  security  and  solvency 
of  the  membership.  Purely  incidental  to  the  existence  of  such  a fund  is  the  interest 

earned  thereon;  this  interest  may  be  conceded  to  be  a profit  that  accrues  to  the  members 
from  the  enforced  investment,  a profit  that  would  not  ordinarily  be  earned  by  a company 
that  levies  its  assessments  solely  for  immediate  distribution.  And  yet,  even  such  a company 
might  earn  some  slight  interest  on  daily  bank  balances,  because  of  the  practical  im- 
possibility of  making  immediate  distribution  of  daily  receipts  from  assessments. 

While,  in  companies  like  defendants  »n  error,  the  earning  of  this  interest  is  more 

6734  clearly  foreseen  and  contemplated,  nevertheless, in  the  one  class  as  in  the  other, the 
business  is  not  “carried  on”  for  this  incidental  profit  which  merely  opreates 

slightly  to  reduce  the  cost  of  protection,  to  diminish  the  amount  to  be  taken  from  the 
premium  deposits  in  order  to  meet  losses;  the  object  of  the  business  in  each  class  is  not  to 
undertake  investments  on  behalf  of  the  members,  but  solely  to*protect  more  effectively 
the  members*  property. 

This  distinction  drawn  in  the  act  is  between  those  mixed  mutuals  which,  though 

6735  commonly  called  mutuals,  are  in  fact  also  doing^a  nonmutual  business  for  profit 
and  the  strictly  mutual  companies;  not  between  the  mutuals  which  carry  a reserve 

and  surplus  and  those  which  levy  assessments  only  after  each  loss.  A mere  incidental 
profit  earned  by  way  of  interest  on  its  invested  safety  funds  or  on  its  bank  balances  does 
not  change  the  purely  mutual  character  of  the  company  or  indicate  that  its  business 
though  thus  earning  a profit,  is  “carried  on  for  profit.” 

And  if  the  text  or  context  of  these  words  could  be  deemed  to  create  an  ambiguity, 

6736  asfin  our  judgment  they  can  not,  the  doubt  would  be  resolved  in  favor  of  the 
taxpayer.  The  question  is  not,  as  in  Perry  v.  Norfolk  (220  U.  S.  480),  that  of  an 

alleged  contractual  exemption  from  general  taxation  laws,  but  as  in  Eidmanr.  Martinez 
(184  U.  S.  578,  583),  that  of  the  class  of  corporations  intended  by  the  act  to  be  included 
or  exempted  from  this  special  tax  provisions. 

Under  a similar  provision  in  the  Spanish  war-tax  act  of  June  13,  1898;  mutual 

6737  fire  insurance  companies  like  defendants  in  error  were  not  required  to  pay  the  tax 
except  in  two  or  three  sporadic  cases.  The  Treasury  rulings  in  these  few  cases 

could  not,  under  these  circumstances,  be  deemed  to  have  established  a contrary  unifoim 
settled  practice  and  contemporaneous  departmental  construction  of  the  act. 

Judgments  affirmed. 


(T.  D.  2795.) 

5738  Synopsis  of  Decisions  on  Questions  Arising  under  the  Act  of  October  3,  1917. 

5525  - — The  following  synopsis  of  rulings  of  the  Commissioner  of  Internal  Revenue  on 

questions  arising  under  the  war-revenue  act  of  October  3,  1917,  is  published  for 
the  information  of  revenue  officers  and  others  concerned. 

5739  (1)  “Regular  Established  Line”  is  construed  to  mean  a regularity  of  operation 
5636  of  transportation  facilities  by  motor  power  between  definite  points.  The  casual 

or  intermittent*  transportation  of  passengers  by  automobile  between  two  points 
would  not  constitute  a regular  established  line.  An  automobile  that  is  merely  for  hire 
and  which  takes  the  passenger  to  any  point  he  directs  does  not  constitute  a regular  estab- 
lished line. 

5740  (2)  Transportation  of  Property  by  Water  from  a Port  of  the  United  States 
5601  to  the  Philippine  Islands,  Porto  Rico,  the  Virgin  Islands,  and  •the"' Canal  Zone, 

is  not  subject  to  the  transportation  tax  imposed  by  Section  500  of  the  Act.  The 
rail  transportation  of  property  from  an  interior  point  in  the  United  States,  for  transship- 
ment to  the  Philippine  Islands,  Porto  Rico  and  the  Virgin  Islands  ^transportation  of 
property  “consigned  from  one  point  in  the  United  States  to  another,”  but  is  exempt  from 
internal  revenue  taxes  by  reason  of  special  acts  of  Congress.  Such  transportation  of 
property  destined  to  the  Canal  Zone  is  not  exempt.  (T.  D.  2795,  signed  by  Commissioner 
Daniel  C.  Roper,  and  dated  February  26,  1919.) 
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PART  I. 

GENERAL  DEFINITIONS. 

AND  REGULATIONS  RELATING  TO  TRANSPORTATION 

TAXES. 

For  H 5740,  see  page  1126. 

Article  1.  Carrier. — The  word  “carrier,”  as  used  in  Title  V of  the 
revenue  act  of  1918,  is  held  to  mean  any  person,  corporation, 
partnership,  or  association  who  or  which,  for  hire,  furnishes  any  of 
the  transportation  services  or  facilities  described  or  referred  to  in 
subdivisions  (a),  (b),  (c),  (d),  and  (e)  of  section  500  of  the  act. 

Art.  2.  Transportation. — The  word  “transportation,”  as  used  in 
Title  V of  the  act,  means  the  movement  of  persons  and  property  by 
a carrier,  including  all  services  and  facilities  rendered,  furnished,  or  used  in 
connection  with  such  movement  by  or  on  behalf  of  a carrier.  It  includes 
receipt,  delivery,  elevation,  transfer  in  transit,  ventilation,  refrigeration, 
icing,  storage,  demurrage,  towage,  lighterage,  trimming  of  cargo  in  vessels, 
wharfage,  handling  of  property  transported,  feeding  and  watering  live  stock, 
and  all  other  incidental  services  and  facilities.  It  does  not  include  cartage 
or  passengers’  meals  or  hotel  accommodations. 

5743  Art.  3.  Terms. — The  term  “United  States,”  as  used  in  Title  V of 
the  act,  means  only  the  States,  Alaska,  Hawaii,  and  the  District 

of  Columbia.  f : ‘ T f 

5744  The  terms  “person,”  as  used  In  the  act  and  in  these  regulations, 
includes  individuals,  partnerships,  corporations,  and  associations. 

5745  The  term  “Secretary,”  as  used  in  the  act  and  in  these  regulations, 
means  the  Secretary  of  the  Treasury. 

5746  The  term  “Commissioner,”  as  used  in  the  act  and  in  these^regu- 
lations,  means  the  Commissioner  of  Internal  Revenue. 

5747  The  term  “collector,”  as  used  in  the  act  and  in  these  regulations, 
means  the  collector  of  internal  revenue. 
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CHARGES  TAXABLE. 

5748  Art.  4.  General  rule. — The  charges  in  respect  of  which  the  taxes 
under  subdivisions  (a),  (b),  (c),  (d),  and  (e)  of  section  500  must 

be  assessed  are  -all  charges  for  transportation,  as  above  defined,  collected 
under  tariffs  filed  or  concurred  in  by  the  carrier  making  the  charges,  with  a 
Federal  or  State  regulating  authority,  provided,  however,  that  if  a carrier 
has  not  filed  or  concurred  in  such  tariffs  all  charges  collected  by  such  carrier 
for  transportation,  as  above  defined,  are  taxable. 

5749  Art.  5.  Tax  less  than  half  cent  disregarded. — In  computing  the 

8016  amount  of  tax  to  be  paid  under  the  provisions  of  section  500,  a 

fractional  part  of  a cent  shall  be  disregarded,  unless  it  amounts  to 
one-half  cent  or  more,  in  which  case  it  shall  be  increased  to  one  (1)  cent. 
No  tax  shall  apply  to  any  payment  for  freight  transportation  in  the  sum  of 
sixteen  (16)  cents  or  less. 


PART  II. 

TRANSPORTATION  OF  PROPERTY  BY  FREIGHT. 
EFFECTIVE  DATE  OF  THE  LAW. 

5750  Art.  6.  Tax  under  revenue  act  of  1918. — The  tax  under  the  revenue 

5501  act  of  1918  is  in  lieu  of  the  tax  under  section  500  of  the  revenue  act 

of  1917,  and  in  the  case  of  the  transportation  of  property  by 
freight  the  rate  of  taxation  is  the  same  under  both  acts.  The  provisions  of 
the  revenue  act  of  1917  are  effective  as  to  all  taxable  services  or  facilities 
furnished  between  midnight  of  October  31,  1917,  and  midnight  of  March  31, 
1919;  the  provisions  of  the  revenue  act  of  1918  do  not  apply  to  services  or 
facilities  furnished  prior  to  midnight  of  March  31,  1919,  but  do  apply  to 
such  services  or  facilities  furnished  subsequent  to  midnight  of  March  31, 
1919. 

5751  Art.  7.  Transportation  completed  prior  to  November  1,  1917. — 

The  tax  under  the  revenue  act  of  1917  became  effective  November 
1,  1917,  and  accordingly  where  transportation  services  are  completed  prior 
to  that  date  no  tax  would  be  due  under  either  of  the  acts,  even  though  the 
transportation  charges  covering  such  services  are  paid  at  any  time  after 
November  1,  1917. 

SERVICES  AND  FACILITIES  TAXABLE. 

5752  Art.  8.  Service  in  respect  of  which  tax  is  assessed. — The  tax  im- 
posed under  section  500  of  the  act  on  the  amount  paid  for  the  trans- 
portation of  property  by  freight  is  held  to  apply  to  each  and  every  service 
and  facility  rendered  by  or  on  behalf  of  carriers  in  connection  with  trans- 
portation, as  herein  defined,  of  property  by  freight  from  one  point  in  the 
United  States  to  another. 

5753  Art.  9.  Total  amount  of  charges  taxable. — Where  any  taxable 
charge,  as  defined  in  these  regulations,  is  collected  in  addition  to  the 
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road  haul,  water  haul,  or  road-and-water  haul  charge,  the  tax  shall  apply 
on  the  total  amount  collected  by  the  carrier,  consisting  of  the  road  haul, 
water,  or  road-and-water  haul  charge  plus  all  taxable  charges  collected  in 
addition  thereto. 

5754  Art.  10.  No  duplication  of  tax. — If  any  taxable  charge,  as  defined 
in  these  regulations,  be  included  in  the  road  haul,  water  haul,  or 

road-and-water  haul  charge  applying  to  any  shipment,  the  tax  applies  to 
and  shall  be  collected  on  the  total  amount  collected,  and  no  separate  or 
additional  tax  shall  be  collected  on  the  taxable  amounts  included  therein. 

5755  When  an  express  company  furnishes  express  transportation  over 
transportation  facilities  of  another  carrier,  the  amounts  paid  by  the 

express  company  to  such  carrier  for  use  of  the  transportation  facilities  are 
not  subject  to  tax.  The  tax  is  imposed  only  upon  the  amounts  paid  by  the 
consignor  or  consignee  of  the  express  shipments. 

5756  Art.  11.  Towage  charges. — Towage,  if  a part  of  transportation, 
is  subject  to  tax.  If,  however,  towage  is  performed  for  a carrier 

and  paid  for  by  the  carrier  as  a part  of  its  operating  expense,  the  charge 
is  not  taxable.  If  it  is  performed  for  a shipper  either  direct  or  as  an  agent 
of  the  carrier  and  the  shipper  is  charged  for  the  services,  the  amount  paid 
therefor  is  taxable. 

5757  Art  12.  Carrier  shall  collect,  return,  and  remit  total  taxes  on  all 
charges  collected. — Whenever  one  carrier  collects  the  charge  or 

charges  for  freight  transportation  performed  in  part  by  or  on  behalf  of 
another  carrier  or  carriers,  such  carrier  shall  collect  the  tax  applicable  to 
such  taxable  charge  or  charges  and  return  and  remit  to  the  proper  collector 
of  internal  revenue  the  total  tax  collected. 

5758  Art.  13.  Taxable  charges — In-transit  privileges. — In  the  collection 
of  taxable  charges  in  connection  with  in-transit  privileges,  it  is  the 

practice  of  some  carriers  to  collect  the  local  rate  to  the  transit  point  and 
upon  reshipment  to  refund  such  local  rate,  and  then  assess  the  through  rate 
from  point  of  origin  to  final  destination,  while  it  is  the  practice  of  other 
carriers  in  the  collection  of  such  charges  to  collect  the  local  rate  to  the  transit 
point  and  at  the  time  of  reshipment  from  the  transit  point  to  assess  the  bal- 
ance of  the  through  rate.  Various  other  adjustments  of  charges  are  common 
in  connection  with  the  in-transit  privileges.  As  a general  rule,  to  govern  the 
collection  of  taxes  in  all  such  cases,  it  is  held  that  the  tax  must  be  collected 
on  the  charges  to  the  transit  point  at  the  time  such  charges  are  collected, 
and  that  whetever  basis  of  readjusting  the  charges  is  used  at  the  time  of 
reshipment  or  at  destination,  such  tax  must  be  collected  by  the  carrier 
adjusting  the  charges  as  remains  due  upon  the  net  taxable  charges  assessed 
on  the  shipment  from  point  of  origin  to  destination,  including  the  charges  for 
the  in-transit  privileges. 

5759  Art.  14.  Taxable  charges — Terminal  or  water  service. — Whenever 
a taxable  charge,  in  connection  with  a terminal  or  water  service,  is 

paid  by  one  carrier,  acting  for  the  consignor  or  consignee,  to  another  carrier, 
the  tax  applicable  shall  be  paid  by  the  former  carrier  to  the  latter  carrier, 
who  shall  return  and  remit  the  same  as  required  hereunder. 
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PROPERTY  EXPORTED. 

5760  Art.  15.  Charges  on  property  shipped  for  export  and  actually 
exported  exempt  from  tax. — Amounts  paid  for  the  transportation  of 

property  in  the  course  of  exportation  to  foreign  ports  or  places  are  held  to 
be  exempt  from  the  tax  imposed  under  section  500  of  the  act.  Property 
may  be  deemed  to  be  in  the  course  of  exportation  when  it  moves  under  any 
of  the  following  conditions: 

5761  ( a ) Under  a through  export  bill  of  lading. 

5762  ( b ) Under  a domestic  bill  of  lading  or  receipt  on  which,  at  point 
of  origin,  “For  Export’’  is  marked  or  the  foreign  consignee  and 

destination  are  specified  (this  clause  does  not  apply  to  shipments  to  Canada 
or  Mexico.  See  paragraph  ( c ) ) . 

5763  (c)  Under  a through  bill  of  lading  or  through  live-stock  contract 
to  a place  in  Canada  or  Mexico. 

5764  ( d ) Under  a domestic  bill  of  lading  or  receipt  marked  at  point  of 
origin  “For  export,”  wherein  the  Food  Administration  Grain  Cor- 
poration, Director  of  Overseas  Transportation,  British  Admiralty,  or  any 
export  representative  of  the  United  States  or  of  a foreign  Government, 
approved  by  the  Commissioner  of  Internal  Revenue,  is  named  as  consignee. 

5765  Provided  that  in  either  case  ( a ) or  ( b ) the  property  so  consigned 
be  delivered  to  a vessel  clearing  to  a foreign  port  or  place  and  a 

ship’s  receipt  is  taken  therefor,  or,  in  case  (c),  the  property  so  consigned  be 
delivered  at  a place  in  Canada  or  Mexico,  or,  in  case  (d),  the  property  so 
consigned  be  delivered  to  such  consignee. 

5766  If,  when  property  is  delivered  to  a carrier  for  transportation,  it 
clearly  appears  that  such  goods  are  in  the  course  of  exportation,  as 

provided  in  clause  ( a ),  ( b ),  (c),  or  (<i),  no  tax  shall  be  collected  on  the 
amounts  of  any  otherwise  taxable  charges  prepaid  upon  such  property; 
but,  unless  such  property  is  delivered  in  such  manner  as  is  specified  in  the 
proviso  to  such  clause,  the  total  transportation  charges  on  such  property, 
from  the  point  of  origin  to  destination  in  the  United  States,  are  subject  to 
the  tax,  and  such  tax  must  be  collected  as  and  when  the  transportation 
charges  thereon  are  collected,  if  the  transportation  charges  be  billed  collect, 
or,  upon  delivery  of  the  consignment,  if  the  transportation  charges,  or  any 
of  them,  be  prepaid. 

5767  Art.  16.  Shipments  to  Porto  Rico,  Philippine  Islands,  Virgin 
Islands,  and  the  Canal  Zone.— Shipments  to  Porto  Rico,  the  Phil- 
ippine Islands,  the  Virgin  Islands,  and  the  Canal  Zone  are  not  export  ship- 
ments. But  the  rail  transportation  from  an  interior  point  of  the  United 
States  to  a port  for  transshipment  to  Porto  Rico,  the  Philippine  Islands,  and 
the  Virgin  Islands  is  exempt  from  tax  by  reason  of  specific  acts  of  Congress. 
Property  will  be  deemed  to  be  in  the  course  of  transportation  to  these 
localities  only  when  shipped  under  the  conditions  described  in  article  15. 
Transportation  of  shipments  destined  to  the  Canal  Zone  is  not  exempt. 

PROPERTY  IMPORTED;  PROPERTY  PASSING  THROUGH  THE 

UNITED  STATES. 

5768  Art.  17.  Property  imported. — In  the  case  of  property whether 
moving  on  a through  or  foreign  bill  of  lading  or  otherwise,  imported 
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into  the  United  States,  the  tax  imposed  under  section  500  of  the  act  applies 
to  the  transportation  charges  which  accrue  thereon  from  point  or  place  of 
entry  to  destination  within  the  United  States. 

5769  The  tax  due  under  the  preceding  paragraph  shall  be  collected  as 
and  when  the  transportation  charges  thereon  are  collected  if  such 
charges  be  collected  within  the  United  States.  If  such  charges  be  prepaid 
outside  the  United  States,  and  not  paid  at  point  or  place  of  entry,  such  tax 
shall  be  collected  upon  delivery  of  the  shipment. 

57  70  Art.  18.  Import  shipments  from  adjacent  foreign  countries. — 

When  import  shipments  from  adjacent  foreign  countries  move  on 
through  rates,  and  there  are  no  established  divisions,  the  charges  shall  be 
prorated  on  a mileage  basis,  and  the  transportation  tax  shall  [be  paid 
and  collected  upon  that  proportion  of  the  amount  paid  which  the  mileage 
within  the  United  States  bears  to  the  mileage  of  the  shipment  transported. 
When  there  are  established  divisions,  the  transportation  tax  shall  be  paid 
and  collected  upon  the  division  accruing  for  the  transportation  from  the 
border  point,  if  the  divisions  are  based  on  the  border,  to  destination  within 
the  United  States.  If  divisions  are  not  based  on  the  border,  then  the  tax 
shall  be  paid  and  collected  upon  the  division  from  the  basing  point  nearest 
the  border  to  destination,  plus  or  minus  an  amount  computed  on  the  mileage 
from  such  basing  point  to  border. 

5771  Art.  19.  Property  passing  through  the  United  States. — In  the 
case  of  property  passing  through  the  United  States  from  one  for- 
eign port  or  place  to  another  the  tax  does  not  apply.  If,  however,  property, 
while  so  passing  through  the  United  States,  be  reconsigned  to  a destination 
within  the  United  States,  the  tax  applies  to  the  transportation  charges  there- 
on from  the  point  or  place  of  entry  to  such  destination  within  the  United 
States. 

DOMESTIC  SHIPMENT  PASSING /THROUGH  A FOREIGN  COUNTRY 

EN  ROUTE 

5772  Art.  20.  Charges  ”on  "such  property  taxable. — If  a shipment  hav- 
ing both  origin  and  destination  within  the  United  States  passes  out 

of  the  United  States  on  its  journey,  the  gross  transportation  charges  from 
point  of  origin  to  final  destination  are  nevertheless  subject  to  the  tax. 

COMMODITIES  TRANSPORTED  WITHOUT  COLLECTION  OF  A 

CHARGE. 

5773  Art.  21.  Carrier. — Where  a carrier  (other  than  a pipe  line)  is  en- 
5511  gaged  principally  in  the  business  of  transporting  goods  belonging  to 

it  on  its  own  account  and  only  incidentally  renders  services  for  hire, 
the  tax  will  apply  only  to  such  services  as  are  actually  rendered  for  hire. 
However,  in  case  a carrier  (other  than  a pipe  line)  is  principally  engaged  in 
rendering  transportation  services  or  facilities  for  hire  and  does  not,  because 
of  its  ownership  of  the  goods  transported,  or  for  any  other  reasons,  receive 
the  amount  which  as  a carrier  it  would  otherwise  receive,  such  carriers  will 
pay  the  tax  that  would  be  imposed  upon  the  transportation  if  the  carrier 
received  payment  therefor. 
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5774  The  tax  applies  to  the  transportation  by  a carrier  of  property  be- 
longing to  or  for  the  personal  use  of  any  of  its  officers,  agents,  or 

employees,  even  though  such  property  be  transported  free  of  charge. 

5775  Art.  22.  Basis  of  computation  of  tax. — In  the  cases  falling  within 
the  above-quoted  provision  of  section  501  [^[55 1 1] , the  basis  of 

the  computation  of  the  tax  shall  be  upon  the  legal  rates  or  tariffs  of  the 
carrier,  and,  in  the  absence  thereof,  the  actual  rates  or  tariffs  of  other  carriers 
for  like  service.  If  the  basis  of  the  tax  can  not  be  readily  determined 
in  the  manner  stated,  the  facts  should  be  forthwith  reported  by  the  carrier 
to  the  Commissioner  of  Internal  Revenue  for  determination  by  him  of  the 
basis  of  computation. 

TRANSPORTATION  OF  COMMODITIES  FOR  USE  OF  CARRIER  AS 

A CARRIER. 

577  6 Art.  23.  Effect  of  foregoing  provision  [Sec.  501  (c),  ^[55 1 1] . — 
5511  The  sole  effect  of  this  provision  of  the  act  is  to  exempt  from  the 
tax  all  transportation  charges  made  by  or  which  would  accrue  to  a 
carrier,  were  such  charges  made  by  that  carrier,  on  all  materials,  supplies, 
or  other  commodities  transported  by  such  carrier  which  are  necessary  for 
its  use  in  the  conduct  of  its  business  as  such  carrier,  and  intended  to  be  or 
having  been^so  used. 

577  7 Art.  24.  Stock  of  one  corporation  owned  by  another. — The  fact 
that  all  or  part  of  the  capital  stock  of  a corporation  is  owned  by 
another  corporation  does  not  affect  the  application  of  sections  500  and  501 
of  the  act  to  each  corporation  as  an  entity. 

5778  Art  25.  Application  of  tax. — The  tax  applies  to  all  transportation 
charges  made  by,  or  which  would  accrue  to,  a carrier,  were  such 

charges  made  by  it,  on  all  materials,  supplies,  or  other  commodities  trans- 
ported by  that  carrier  for  another  carrier,  even  though  such  commodities 
be  necessary  for  the  use  of  such  other  carrier  in  the  conduct  of  such  other 
carrier’s  business  as  such,  subject,  however,  to  the  following  qualifications: 

5779  ( a ) As  provided  by  section  501  of  the  act,  the  tax  is  not  imposed 
“upon  the  transportation  of  company  material  transported  by  one 

carrier,  which  constitutes  a part  of  a railroad  system,  for  another  carrier 
which  is  also  a part  of  the  same  system.”  The  term  “a  railroad  system”  is 
held  to  mean  two  or  more  railroads  and  such  other  carriers  as  may  be  operated 
in  conjunction  therewith,  all  such  railroads  and  other  carriers  being  under 
one  general  operating  management  and  even  though  each  such  railroad  or 
other  carrier  maintain  its  corporate  identity. 

5780  ( b ) If  the  facilities  of  an  express  company  operating  on  the  line 
of  a railroad  company  be  necessary  for  the  use  of  such  railroad  com- 
pany in  the  conduct  of  the  railroad  company’s  business  as  such,  and  if  the 
railroad  company,  under  contract,  transports  commodities  necessary  to 
maintain  or  operate  such  facilities,  such  commodities  being  intended  to  be 
or  having  been  so  used,  and  the  railroad  company  makes  no  charge  for  such 
transportation,  the  charges  which,  but  for  such  arrangement,  would  have 
accrued  on  such  transportation  are  exempt  from  the  tax. 

5781  ( c ) If  a telegraph  or  telephone  line  or  lines  along  the  line  of  a 
railroad  company  be  necessary  for  the  use  of  such  railroad  company 
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in  the  conduct  of  the  railroad  company’s  business  as  such,  and  if  the  railroad 
company,  under  contract,  transports  commodities  necessary  to  maintain 
or  operate  such  telegraph  or  telephone  line  or  lines  along  the  line  of  such 
railroad  company,  such  commodities  being  intended  to  be  or  having  been 
so  used,  and  the  railroad  company  makes  no  charge  for  such  transportation, 
the  charges  which  but  for  such  arrangement  would  have  accrued  on  such 
transportation  are  exempt  from  the  tax. 

5782  ( d ) If  a terminal  or  yard  for  the  use  of  one  or  more  railroads, 
jointly  or  severally,  be  operated  under  the  management  of  a ter- 
minal or  switching  company,  or  of  such  railroad  or  railroads,  and  the  user 
cost  therefor  to  them  be  based  on  either  gross  or  net  costs  of  operation,  the 
commodities  necessary  in  the  operations  of  such  terminal  or  yard  shall,  as 
respects  the  provisions  of  sections  500  and  501,  be  considered  as  commodities 
necessary  for  the  use  of  such  carriers  thereof;  and  the  tax  does  not  apply  to 
the  transportation  charges  for  such  commodities  if  transported  over  the  lines 
of  such  carriers.  If,  however,  a terminal  or  yard  be  operated  under  its  own 
management  for  profit,  or  if  a fixed  rental  be  charged  users  or  tenants  for 
services  rendered  by  the  terminal  or  switching  company,  the  tax  applies  to 
the  transportation  charges  made  by  tenants  or  users  on  such  commodities. 

5783  ( e ) The  transportation  tax  on  freight  charges  accruing  on  ship- 
ments of  company  material  carried  by  one  railroad  for  another 

should  be  collected  by  the  railroad  collecting  the  freight  charges  from  the 
railroad  owning  the  material. 

5784  Art.  26.  Federal  control. — The  Federal  control  of  railroads  con- 
stitutes all  the  carriers  operated  by  the  Government  one  system 

within  the  meaning  of  this  exemption.  The  transportation  of  company 
material  transported  by  one  carrier  under  Federal  control  for  another  carrier 
also  under  Federal  control  is  not  taxable. 

5785  Art.  27.  Circus  trains. — Where  a lump-sum  charge  is  made  for 
the  transportation  of  a circus  train,  which  carries  both  property  and 

persons,  the  3 per  cent  tax  applies  to  such  charge.  If,  however,  advance 
passenger  transportation  is  included  in  such  lump  sum  charge,  the  8 per  cent 
tax  applies  to  such  portion  of  the  charge  as  represents  the  charge  for  advance 
passenger  transportation,  and  the  3 per  cent  tax  applies  to  the  balance 
of  the  lump  sum  charge. 

5786  Art.  28.  Milk,  newspapers,  and  other  commodities. — The 

amounts  paid  for  transportation,  other  than  by  express,  of  milk, 
newspapers,  and  other  commodities  are  subject  to  the  tax  of  3 per  cent. 

5787  Whenever  two  or  more  tickets  for  the  transportation  of  commodi- 
ties are  sold  in  book  form  or  in  bulk,  the  tax  applies  to  the  aggre- 
gate amount  paid  for  the  tickets  so  purchased. 

57 £8  Art.  29.  State  inspection  charges. — State  inspection  charges  col- 
lected by  a carrier  as  an  agent  of  the  State  are  not  amounts  paid  for 
transportation  services  and  are  not  subject  to  tax. 

5783  Art.  30.  Storage  charges. — Amounts  paid  for  storage  if  a part  of 
transportation  are  subject  to  tax.  Storage  after  delivery  to  owner 
is  not  a part  of  transportation.  Storage  by  or  in  behalf  of  a carrier  furnished 


WAR 


1135  TAX 


Transportation — Reg.  49. 

UTILITIES  AND  INSURANCE  REGULATIONS 


to  a shipper  on  receipt  of  his  goods  for  shipment,  or  storage  by  or  in  behalf 
of  a carrier  at  'destination  before  delivery  to  owner,  whether  in  outside  ware- 
house or  otherwise,  is  a part  of  transportation  and  subject  to  tax. 

5790  Art.  31.  Blocking  and  staking  charges.  -Blocking'*and ’staking 
property  in  cars  if  furnished  by  or  in  behalf  of  a carrier  is  part  of 

transportation,  and  charges  for  said  services  paid  by  either  the  consignor  or 
consignee  of  the  property  are  subject  to  the  tax. 

5791  Art.  32.  j Property  sold. — If  a consignment  of  property  trans- 
ported, including  baggage,  be  refused  or  unclaimed  and  sold  at  pub- 
lic or  private  sale  under  Federal  or  State  statutes  or  regulations,  or,  in  the 
absence  thereof,  under  the  rules  and  regulations  of  a carrier,  or  if  a carload 
of  property  or  a perishable  consignment  be  sold  under  emergency  conditions 
for  the  benefit  of  whom  it  may  concern,  then  and  in  any  such  case  the  net 
amount  realized  therefrom  shall  be  considered  the  transportation  charge 
applicable  to  such  consignment,  and  the  3 per  cent  tax  shall  apply  to  such 
amount  and  be  paid  by  the  purchaser:  Provided , however , That  if  such 
amount  be  in  excess  of  the  actual  transportation  charges  accruing  on  such 
consignment,  the  tax  shall  not  apply  to  such  excess. 

5792  Art.  33.  Chartered  boats. — When  boats  are  chartered  and  the  per- 
son chartering  the  boats  transports  therein  his  own  property,  the 

amount  paid  for  chartering  such  boats  is  not  a transportation  charge  subject 
to  the  tax. 

5793  Art.  34.  CombinedTreight  and  express  services  or  facilities. — 

When  property  is  transported  between  two  points,  partly  by 
freight  and  partly  by  express,  the  3 per  cent  tax  applies  on  the  amount  paid 
for  the  freight  movement,  and  the  tax  of  1 cent  for  each  20  cents  or  fraction 
thereof  applies  on  the  amount  paid  for  the  express  movement.  The  carrier 
collecting  the  total  transportation  charges  shall  collect,  report,  and  pay  the 
total  tax  due. 

5794  Art.  35.  Transportation  by  mechanical  motor  power  when  in  com- 
petition with  carriers  by  rail  or  water  of  property  by  freight.— 

Transportation  of  property  by  freight  by  mechanical  motor  power  is  taxable 
only  when  in  competition  with  carriers  by  rail  or  water.  When  property 
is  transported  between  two  points  by  mechanical  motor  power  and  rail  or 
water  transportation  is  furnished  between  the  same  points,  competition  is 
deemed  to  exist  in  the  absence  of  unusual  conditions. 

Transportation  of  household  goods  by  mechanical  motor  power  is 
: |:  transportation  of  property  by  freight.  If  such  transportation  is 
conducted  in  competition  with  transportation  by  rail  or  water,  it  is  subject 
to  the  transportation  tax. 

5736  When  the  amounts  charged  for  transportation  by  automobile  vans 
include  services  of  packing  and  unpacking  furniture,  carrying  goods 
up  and  down  stairs,  moving  pianos,  safes,  etc.,  out  of  windows,  the  tax 
will  apply  to  the  entire  charge  made  for  the  service  unless  the  amounts  can 
be  apportioned  between  the  actual  transportation  charges  and  the  other 
charges. 
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PART  III. 

TRANSPORTATION  OF  PACKAGES,  PARCELS,  OR  SHIPMENTS 

BY  EXPRESS. 

5797  Art.  36.  Application  of  tax. — The  provisions  of  Parts  I and  II 

5502  hereof,  in  so  far  as  they  are  applicable  to  transportation  of  pack- 

ages, parcels,  or  shipments  by  express  from  one  point  in  the  United 

States  to  another,  are  held  to  control  in  connection  with  the  application  of 
the  express  tax. 

5798  If  the  facilities  of  a railroad  company  on  the  line  of  w-hich  an  ex- 
press company  operates  be  necessary  for  the  use  of  such  express 

company  in  the  conduct  of  the  express  company’s  business  as  such,  and  if 
the  express  company,  under  contract,  transports  commodities  necessary 
to  maintain  or  operate  such  facilities,  such  commodities  being  intended  to 
be  or  having  been  so  used,  and  the  express  company  makes  no  charge  for 
such  transportation,  the  charges  which,  but  for  such  arrangement,  would 
have  accrued  on  such  transportation  are  exempt  from  the  tax. 

5799  Art.  37.  [Exempt  facilities.]  ( a ) Transportation  by  express  by 
mechanical  motor  power  is  not  taxable  unless  in  competition  with 

transportation  by  express  by  rail  or  water. 

5809  ( b ) A company  engaged  in  transporting  baggage,  exclusively,  and 

which  does  not  transport  other  parcels  or  packages,  is  not  engaged 
in  the  business  of  transporting  parcels  and  packages  by  express. 


PART  IV. 

TRANSPORTATION  OF  PERSONS. 

SERVICES  AND  FACILITIES  TAXABLE— GENERAL  PROVISIONS. 

580 1 Art.  38.  Application  of  Tax. — The  8 per  cent  tax  applies  to  amounts 
5503  paid  for  transportation  of  persons  by  carriers,  as  follows: 

5802  ( a ) From  a point  in  the  United  States  to  another  point  therein, 
even  though  the  persons  pass  out  of  the  United  States  in  the  course 

of  such  transportation. 

5803  ( b ) From  a point  in  the  United  States  to  a point  in  Canada  or 
Mexico,  where  the  ticket  or  order  therefor  is  sold  or  issued  in  the 

United  States. 

5804  (c)  From  a point  in  the  United  States  to  another  point  therein, 
or — where  the  ticket  is  sold  or  issued  in  the  United  States — from  a 

point  in  the  United  States  to  a point  in  Canada  or  Mexico,  when  such  trans- 
portation is  part  of  through  transportation  to  or  from  a foreign  country, 
other  than  Canada  or  Mexico. 

5805  The  tax  is  held  to  apply  to  each  and  every  service  and  facility, 
except  passengers’  meals  and  hotel  accommodations,  rendered  by 

or  on  behalf  of  carriers  in  connection  with  transportation,  as  herein  defined, 
of  persons,  where  the  transportation  in  connection  with  which  the  service 
or  facility  is  rendered  is  subject  to  the  tax. 
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5806  Art.  39.  Regular  established  line. — The  phrase  “a  regular  estab- 
lished line”  as  used  in  section  500,  subdivision  (c),  is  held  to  mean  a 

regularity  of  operation  of  transportation  facilities  by  motor  power  between 
definite  points.  If  such  motor  transportation  is  furnished  with  regularity 
between  points  which  are  connected  by  rail  or  water  routes,  it  is  not  neces- 
sary that  the  automobile  or  motor  transportation  pursue  a specified  route  of 
travel.  The  regularity  of  operation  of  the  motor  transportation  is  the  essen- 
tial element  of  “a  regular  established  line.,, 

5807  Art.  40.  Round-trip  ticket. — The  tax  applies  to  the  amount  paid 
for,  or  applicable  to,  such  transportation,  including  the  charge  paid 

for  a round-trip  ticket,  provided  such  amount  is  in  excess  of  42  cents. 

5808  Art.  41.  Commutation  and  season  tickets. — The  term  “commuta- 
tion or  season  tickets,”  as  used  in  section  500,  subdivision  (c)  of  the 

act,  is  held  to  include  all  forms  of  tickets  issued  and  intended  for  use  for  a 
certain  number  of  trips  between  two  given  termini,  whether  limited  or 
unlimited  as  to  the  time  in  which  they  are  to  be  used. 

5809  The  phrase  “for  trips  less  than  thirty  miles,”  as  used  in  said  sub- 
division of  the  act  in  connection  with  commutation  and  season 

tickets,  is  held  to  mean  for  less  than  30  constructive  miles  in  instances  where 
the  rate  for  transportation  is  fixed  on  the  constructive  mileage. 

5810  Art.  42.  Zone  system. — If  a person  pays  or  a carrier  collects  the 
fare  for  a continuous  journey  at  intervals  in  amounts  of  less  than  42 

cents,  as  in  the  zone  system,  the  tax  must  be  collected  on  the  total  charges 
from  starting  point  to  final  destination  of  such  person,  if  the  charges  ag- 
gregate 43  cents  or  more. 

581  1 Art.  43.  Combination  fares. — In  cases  in  which  continuous  trans- 
portation is  secured,  either  by  the  use  of  the  same  or  different  kinds 
or  classes  of  tickets  or  by  the  use  of  such  tickets  in  connection  with  a cash 
fare,  the  tax  applies,  provided  the  total  amount  paid  for  such  transportation 
exceeds  42  cents. 

SERVICES  AND  FACILITIES  TAXABLE— MISCELLANEOUS  PRO- 
VISIONS. 

5812  Art.  44.  Tickets  bought,  and  wholly  or  partially  unused,  prior  to 
5510  November  1,  1917 — The  act. — Section  501,  subdivision  (b)  of  the 

act,  in  part  provides: 

If  a ticket  (other  than  a mileage  book)  was  bought  and  partially  used 
before  November  1,  1917,  it  shall  not  be  taxed,  but  if  bought  but  not  so  used 
before  section  500  takes  effect,  it  shall  not  be  valid  for  passage  until  the 
tax  has  been  paid  and  such  payment  evidenced  on  the  ticket  in  such  manner 
as  the  Commissioner,  with  the  approval  of  the  Secretary,  may  by  regulation 
prescribe. 

5813  Art.  45.  Manner  of  evidencing  payment  of  tax  on  such  tickets.— 

Payment  of  the  8 per  cent  tax  upon  tickets  bought  but  not  used 
prior  to  November  1,  1917,  shall  be  evidenced  by  indorsement  thereon  by 
and  over  the  signature  and  title  of  the  employee  collecting  the  ticket, 
showing  the  payment  of  the  tax. 
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58  14  Art.  46.  Special  provisions  relating  to  such  tickets. — Employees 
collecting  such  tickets  presented  for  passage  must  require  the  pay- 
ment of  taxes  on  any  ticket,  excluding  commutation  and  season  tickets, 
the  sale  date  of  which  is  prior  to  November  1,  1917,  unless  such  ticket  and 
the  conditions  under  which  it  is  presented  conclusively  show  that  the 
ticket  has  been  used  prior  to  November  1,  1917,  for  a part  of  the  journey 
called  for  by  it.  If  the  return  portion  of  a round-trip  ticket  sold  before 
November  1,  1917,  be  presented  for  a continuation  of  the  journey,  the  tax 
does  not  apply.  Commutation  or  season  tickets  sold  and  partially  used 
before  November  1,  1917,  are  not  taxable  if  presented  after  that  date  for 
the  remainder  of  the  journey  or  journeys  called  for. 

5815  Art.  47.  Partially  used  mileage  books  paid  for  before  November 

5510  1,  1917 — The  act. — Section  501,  subdivision  (b)  of  the  act,  among 

other  things,  provides: 

If  a mileage  book  used  for  such  transportation  or  accommodation  was 
purchased  before  November  1,  1917,  or  if  cash  fare  is  paid,  the  tax  imposed 
by  section  500  shall  be  collected  from  the  person  presenting  the  mileage  book, 
or  paying  the  cash  fare,  by  the  conductor  or  other  agent,  when  presented 
for  such  transportation  or  accommodation,  and  the  amount  so  collected 
shall  be  paid  to  the  United  States  in  such  manner  and  at  such  times  as  the 
Commissioner,  with  the  approval  of  the  Secretary,  may  prescribe. 

5816  Art.  48.  Provisions  relating  to  such  books. — The  provision  ap- 
plies whether  the  mileage  book  was  purchased  in  the  United 

States,  Canada,  or  Mexico. 

5817  Amounts  collected  pursuant  to  the  above-quoted  provisions  shall 
be  reported  and  returned  as  herein  prescribed  in  respect  of  other 

charges  collected  by  carriers  for  transportation  of  persons. 

5818  If  a mileage  book  sold  in  the  United  States  prior  to  November  1, 
1917,  be  presented  for  a mileage  exchange  ticket,  or  on  a train  for 

transportation,  the  8 per  cent  tax  applies  on  the  sale  value  of  the  coupons 
or  scrip  remaining  in  such  book,  and  shall  be  collected  by  the  employee  to 
whom  such  book  is  presented  for  transportation;  evidence  of  the  payment 
of  such  tax  shall  be  indorsed  thereon  by  and  over  the  signature  and  title 
of  the  employee  collecting  the  tax. 

5819  Art.  49.  Mileage  books  purchased  in  the  United  States. — The  8 

per  cent  tax  applies  to  the  gross  amount  paid  for  a mileage  book, 
as  and  when  collection  is  made  therefor. 

5820  If  an  evidence  of  right  to  exemption  be  delivered  to  the  carrier  at 
the  time  of  purchase  of  a book,  such  book  shall  be  stamped  “Ex- 
empt from  tax.” 

5821  Art.  50.  Mileage  books  purchased  in  Canada  or  Mexico. — The  8 

per  cent  tax  applies  to  the  amount  paid  for  the  coupons  lifted  in  the 
United  States  from  mileage  books  purchased  in  Canada  or  Mexico  when 
used  for  transportation  (a)  from  one  point  in  the  United  States  to  another, 
even  though  such  journey  involve  passing  out  of  the  United  States,  or  ( b ) 
from  a point  in  the  United  States  to  any  point  in  Canada  or  Mexico,  or  (c) 
from  a point  in  the  United  States  to  another  point  therein  or  to  a point  in 
Mexico  or  Canada,  when  such  transportation  is  part  of  through  transpor- 
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tation  to  or  from  a foreign  country  other  than  Canada  or  Mexico,  and  shall 
be  collected  when  the  coupons  are  lifted. 

5822  The  tax  does  not  apply  to  the  amount  paid  for  the  coupons  lifted 
from  mileage  books  purchased  in  Canada  or  Mexico  when  used  for 

through  transportation  from  a point  in  Canada  or  Mexico  to  a point  in 
the  United  States. 

5823  Art.  51.  [Cash  fares.] — The  8 per  cent  tax  applies  to  all  cash 
fares  paid  on  trains  from  a point  in  the  United  States  to  a point  in 

the  United  States,  Canada,  or  Mexico,  provided  the  total  cash  fare  for  a 
continuous  journey  exceeds  42  cents. 

5824  Art.  52.  Party  tickets. — The  8 per  cent  tax  applies  to  the  total 
amount  paid  for  a party  ticket. 

5825  Art.  53.  Prepaid  orders. — The  taxes  applicable  to  amounts  paid 
t for  transportation,  as  well  as  the  taxes  applicable  to  amounts  paid 

for  accommodations  in  sleeping  and  parlor  cars  and  on  vessels,  apply  in 
like  manner  to  amounts  paid  for  prepaid  orders  calling  for  such  transpor- 
tation and  accommodations,  or  either  of  them.  The  ticket  for  the  trans- 
portation covered  by  a prepaid  order  shall  be  deemed  sold  and  issued  at  the 
point  where  the  initial  carrier’s  transportation  begins. 

5826  Where  a carrier  or  agency,  in  collecting  the  amount  paid  for 
such  prepaid  order,  acts  on  behalf  of  any  or  all  of  the  several  car- 
riers who  are  to  furnish  the  services  or  facilities  covered,  the  carrier  or 
agency  first  referred  to  shall  collect  the  taxes  on  the  total  charges  for  such 
prepaid  order  as  and  when  such  charges  are  collected,  and  remit  such  total 
charges  and  taxes  to  the  initial  carrier  issuing  the  ticket,  and  the  initial 
carrier  shall  return  and  pay  such  taxes. 

5827  Art.  54.  Exchange  orders. — Where  an  exchange  order  is  issued  in 
the  United  States,  Canada,  or  Mexico,  as  part  of  or  in  connection 

with  through  transportation,  the  ticket  for  which  the  exchange  order  is 
exchanged  shall  be  deemed  to  be  a ticket  sold  and  issued  at  the  point  where 
the  exchange  order  was  issued.  An  exchange  order  sold  in  the  United  States 
for  through  transportation  to  a point  in  the  United  States,  Canada,  or 
Mexico  is  held  to  be  subject  to  the  tax  upon  the  total  amount  of  charges 
paid,  even  though  the  order  calls  for  an  exchange  for  another  ticket  in 
Canada  or  Mexico.  Where  an  exchange  order  is  issued  outside  the  United 
States,  Canada,  or  Mexico,  as  part  of  or  in  connection  with  through  trans- 
portation, the  ticket  for  which  the  exchange  order  is  exchanged  shall  be 
deemed  to  be  a ticket  sold  and  issued  at  the  point  where  such  exchange  is 
made. 

£828  The  tax  applies  to  any  additional  amount  paid  in  the  United. States 
in  connection  with  a ticket  or  an  exchange  order  issued  in  Canada, 
Mexico,  or  any  other  foreign  country. 

5829  Art.  55.  Steamship  orders.— The  provisions  contained  in  article 
80  as  respects  exchange  orders  and  tickets  issued  in  exchange  there- 
for similarly  apply  to  steamship  orders  and  tickets  issued  in  exchange  for 
steamship  orders. 

5830  Art.  56.  Excess  baggage. — The  8 per  cent  tax  applies  to  the 
amount  paid  for  transporting  baggage  in  excess  of  the  free  allow- 
ance, provided  the  amount  so  paid  ekceeds  42  cents. 
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5831  Art.  57.  Storage  of  baggage. — The  8 per  cent  tax  applies  to 
amounts  paid  for  storage  of  baggage  transported  in  connection 

with  the  transportation  of  persons,  provided  the  amount  paid  exceeds  42 
cents. 

5832  Art.  58.  Computation  of  tax. — In  determining  if  the  amount  paid 
for  excess  baggage  or  storage  of  baggage  charges  exceeds  42  cents, 

amounts  so  paid  are  considered  separately  from  amounts  paid  for  the 
transportation  of  the  person. 

5833  Art.  59.  Corpses. — The  amount  paid  for  the  transportation  of  a 
corpse  is  subject  to  the  8 per  cent  tax  if  the  corpse  be  transported 

on  a passenger  ticket  or  an  excess-baggage  check.  If,  however,  a corpse 
be  transported  by  freight  or  by  express,  the  frieght  or  the  express  tax,  as 
the  case  may  be,  applies, 

5834  Art.  60.  Extra  fares  for  special  services  or  facilities. — If  an  extra 
fare  for  special  services  be  charged  in  addition  to  the  transporta- 
tion rate,  the  8 per  cent  tax  applies,  and  shall  be  collected  thereon. 

5835  The  foregoing  provision  applies  to  amounts  paid  for  additional 
passenger  tickets  purchased  or  fares  paid  for  exclusive  occupancy 

of  drawing  rooms,  compartments,  or  sections  in  sleeping  or  parlor  cars  or 
accommodations  furnished  on  steamers. 

5836  Art.  61.  Chartered  cars  or  trains. — A tax  of  8 per  cent  applies  to 
the  charge  for  a chartered  or  special  car  or  train,  including  sleep- 
ing, parlor,  and  private  cars,  for  the  purpose  of  transporting  persons, 
whether  such  charge  be  a lump  sum  or  on  a per  capita  basis. 

SERVICES  AND  FACILITIES  ROT  TAXABLE. 

5837  Art.  62.  Cases  in  which  tax  does  not  apply.— The  8 per  cent  tax 
does  not  apply  to  amounts  paid  for  transportation  of  persons  by 

carriers,  as  follows: 

5838  (a)  From  the  last  port  touched  in  the  United  States  to  a foreign 
port  other  than  a Canadian  or  Mexican  port. 

5839  ( b ) From  a point  in  Canada  or  Mexico  to  a point  in  the  United 
States. 

5840  (c)  From  a point  in  Canada  to  another  point  therein,  and  pro- 
vided such  transportation  be  covered  by  tickets  issued  in  Canada 

and  be  a part  of  through  transportation,  even  though  the  persons  pass 
through  the  United  States  in  course  of  such  transportation. 

5841  (d)  From  a point  in  Mexico  to  another  point  therein,  and  pro- 
vided such  transportation  be  covered  by  tickets  issued  in  Mexico 

and  be  part  of  through  transportation,  even  though  the  persons  pass 
through  the  United  States  in  course  of  such  transportation. 

5842  (e)  From  a point  in  Canada  to  a point  in  Mexico,  or  vice  versa, 
provided  such  transportation  be  covered  by  tickets  issued  in  Can- 
ada or  Mexico  and  be  part  of  through  transportation. 

5843  (/)  Where  the  amount  paid  for  transportation  is  42  cents  or  less. 

5844  ( g ) In  case  of  commutation  or  season  tickets  for  trips  less  than 
thirty  (30)  miles. 

5845  ( h ) Where  persons  are  carried  free  under  the  provisions  of  Fed- 
eral or  State  laws. 
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TAX  ON  AMOUNTS  PAID  FOR  ACCOMMODATIONS  IN  PARLOR  OR 
SLEEPING  CARS  OR  ON  VESSELS. 

5846  Art.  63.  Accommodations  to  which  tax  applies. — The  foregoing 

provision  is  held  to  include  application  to  the  amount  paid  for  each 
5504  drawing-room  or  compartment  in  parlor  or  sleeping  cars  or  on  ves- 
sels and  to  seats  in  observation  or  composite  cars. 

6847  In  case  of  a chartered  sleeping,  parlor,  or  private  car,  the  total 
amount  paid  for  the  haul  and  the  special  accommodations  are,  ex- 
clusive of  meals,  subject  to  an  8 per  cent  tax.  If  separate  charges  are  made 
covering  the  combined  services  and  such  charges  are  paid  to  different  par- 
ties, such  parties  will  each  be  required  to  collect  and  return  the  taxes  due. 

5848  The  8 per  cent  tax  applies  to  amounts  paid  for  all  of  the  accommo- 
dations referred  to  above,  for  use  in  connection  with  transportation 

between  points  in  the  United  States  or  from  a point  in  the  United  States 
to  a point  in  Canada  or  Mexico,  whether  payment  thereof  be  made  in  the 
United  States  or  elsewhere,  and  even  though  such  transportation  be  part 
of  through  transportation  to  or  from  a foreign  country,  other  than  Canada 
or  Mexico.  The  tax  also  applies  to  amounts  paid  for  commutation  books 
purchased  in  the  United  States  calling  for  any  of  such  accommodations,  for 
use  as  above  stated,  in  which  event  the  tax  thereon  shall  be  paid  as  and 
when  collections  are  made  of  the  amount  paid  for  such  books.  If  such  com- 
mutation books,  however,  be  purchased  outside  the  United  States,  the  tax 
applies  to  the  amount  paid  for  the  coupons  lifted  therefrom  calling  for 
accommodations  between  or  from  points  in  the  United  States,  as  in  this 
paragraph  first  specified,  and  such  tax  shall  be  collected  as  and  when  such 
coupons  are  lifted. 

5849  Where  the  amount  paid  for  transportation  of  persons  includes  ac- 
commodations on. vessels,  the  entire  amount  paid  for  the  transpor- 
tation, including  such  accommodations,  is  subject  to  the  8 per  cent  tax. 

5850  Art.  64.  Accommodations  to  which  tax  does  not  apply. — The  8 per 
cent  tax  does  not  apply  to — 

5851  (a)  Amounts  paid  for  tickets,  including  commutation  books,  paid 
for  and  partially  used  before  November  1,  1917. 

5852  ( b ) Accommodations  furnished  free  under  the  provisions  of  Fed- 
eral or  State  laws. 

5853  Art.  65.  Duties  of  agents  collecting  charges  on  behalf  of  carriers 
furnishing  such  accommodations. — Where  an  agent  of  one  carrier 

in  collecting  the  amounts  paid  for  seats,  berths,  or  staterooms  in  parlor 
or  sleeping  cars  or  on  vessels  acts  on  behalf  of  any  or  all  of  the  several 
carriers  who  are  to  furnish  the  accommodations  involved,  such  agent  shall 
collect  the  taxes  on  the  total  charges  as  and  when  such  charges  are  collected 
and  remit  to  such  other  carriers  the  respective  amounts,  charges  and  taxes, 
collected  on  their  behalf,  and  such  other  carriers  shall  return  and  pay  such 
taxes. 


PART  V. 

TRANSPORTATION  OF  OIL  BY  PIPE  LINE. 

5854  Art.  66.  Definition  of  oil. — The  word  “oil,”  as  used  in  the  fore- 
5505  going  subdivision,  is  held  to  mean  crude  petroleum  and  such  of  its 
products  as  may  be  transported  by  pipe  line. 
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5855  Art.  67.  Miscellaneous  pro  visions. — Section  501,  subdivision 

5512  (d),  provides  that  the  tax  imposed  by  subdivision  (e)  of  section  500 

shall  apply  to  all  transportation  of  oil  by  pipe  line.  In  case  no 
charge  for  transportation  is  made,  by  reason  of  ownership  of  the 
commodity  transported,  or  for  any  other  reason,  the  person  transporting 
by  pipe  line  shall  pay  a tax  equivalent  to  the  tax  which  would  be  imposed  if 
such  person  received  payment  for  such  transportation,  and  if  the  tax  can 
not  be  computed  from  actual  bona  fide  rates  or  tariffs  it  shall  be  com- 
puted (l)  on  the  basis  of  the  rates  or  tariffs  of  other  pipe  lines  for  like 
services,  as  determined  by  the  Commissioner,  or  (2)  if  no  such  rates  or 
tariffs  exist,  on  the  basis  of  a reasonable  charge  for  such  transportation,  as 
determined  by  the  Commissioner. 

5856  Amounts  paid  for  transportation  of  oil  by  pipe  line  commencing 
prior  to  April  1,  1919,  although  the  transportation  does  not  end 

until  after  that  date,  are  subject  to  the  tax  imposed  by  the  Revenue  Act  of 
1917.  Such  'amounts  paid  for  the  transportation  of  oil  by  pipe  line  are 
subject  to  the  tax  imposed  by  the  Revenue  Act  of  1918  only  when  the  trans- 
portation commences  on  or  after  April  1,  1919.  The  date  when  such 
amounts  are  paid  for  such  transportation  does  not  affect  the  question  as  to 
which  rate  of  tax  applies. 

5857  Reference  should  be  had  to  Parts  I and  II,  the  provisions  whereof, 
in  so  far  as  they  are  applicable  to  transportation  of  oil  by  pipe  line, 

are  held  to  control  in  connection  with  the  application  of  the  tax  imposed 
under  subdivision  (e)  of  section  500  of  the  act. 


PART  VI. 

EXEMPTIONS. 

GOVERNMENTAL  EXEMPTION. 

5853  Art.  68.  Nature  of  exemption. — The  words  “State”  and  “Terri- 
5503  tory”  include  political  subdivisions  thereof,  such  as  counties,  cities, 
towns,  and  other  municipalities.  T'he  exemption,  however,  is  to  be  se- 
cured only  upon  the  production  of  such  evidence  of  right  to  exemption  as  is 
called  for  by  these  regulations. 

5850  Art.  69.  Foreign  governments. — Amounts  paid  by  foreign  govern- 
ments for  transportation  and  transmission  services  are  subject  to 
the  taxes  imposed  under  section  500. 

5860  Art.  70.  Government  agencies. — Transportation  services  ren- 
dered to  agencies  of  the  United  States  are  exempt  from  the  tax. 
Such  agencies  include  the  American  National  Red  Cross,  United  States 
Shipping  Board  Emergency  Fleet  Corporation,  United  States  Food  Admin- 
istration Grain  Corporation,  United  States  Fuel  Administration,  United 
States  Housing  Corporation,  Commission  on  Training  Camp  Activities, 
War  Savings  Committee,  Liberty  Loan  Committee,  War  Industries  Board, 
Federal  Farm  Appraisers,  Federal  land  banks,  Federal  reserve  banks,  Pan- 
ama Railroad  Co.,  and  similar  agencies  supported  by  Government  funds. 
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(a)  EXEMPTION— PROPERTY. 

5861  Art.  71.  Evidences  of  right  to  exemption. — The  right  to  exemp- 
tion under  section  500  from  the  tax  on  amounts  paid  for  the  trans- 
portation of  property  shall  be  evidenced  in  one  of  the  following  ways: 

5862  (a)  Payment  of  such  amounts  directly  to  the  carrier  by  the  Gov- 
ernment to  which  the  services  are  rendered. 

5863  ( b ) A standard  form  of  exemption  certificate  [Form  750)  for  use  of 
the  Federal  Government,  substantially  in  form  following: 

[See  1[5549  for  practically  identical  Form  750.] 

6864  ( c ) A form  of  exemption  certificate,  substantially  in  accord  with 

the  preceding  form,  for  use  by  any  of  the  States  or  Alaska  or  Ha- 
waii, or  any  political  subdivision  thereof,  or  the  District  of  Columbia, 
showing  the  political  subdivision  by  which  the  charges  have  been  or  will  be 
paid. 

(b)  EXEMPTION— PERSONS. 

5865  Art.  72.  Evidences  of  right  to  exemption. — The  right  to  exemption 
under  section  500  from  the  tax  on  amounts  paid  for  the  transporta- 
tion of  persons  shall  be  evidenced  in  one  of  the  following  ways: 

5866  ( a ) A standard  form  of  transportation  request  as  prescribed  and 
used  by  the  Federal  and  State  Governments. 

5867  ( b ) A standard  form  of  exemption  certificate  [Form  731]  for  use  of 
officers  or  employees  of  the  Federal  Government,  substantially  in 

form  following: 

[See  1J5553  for  practically  identical  Form  731.] 

5868  (c)  A form  of  exemption  certificate,  substantially  in  accord  with 
the  preceding  form,  for  use  by  any  of  the  States  or  Alaska  or  Ha- 
waii, or  any  political  subdivision  thereof,  or  the  District  of  Columbia, 
showing  the  political  subdivision  by  which  the  charges  have  been,  or  will 
be,  paid. 

5869  (d)  Where  the  person  transported  is  incurring  the  charge  in  the 
performance  of  his  official  duties  as  an  officer  in  the  Army  or  Navy, 

a standard  form  of  exemption  certificate  for  such  use  as  follows: 

[See  1[5555  for  practically  identical  form.f 
587  0 An  appropriate  form  of  exemption  certificate  must  be  delivered  to 
the  conductor  of  the  train  upon  which  an  officer  or  employee  of  the 
United  States,  or  of  any  State,  or  Alaska  or  Hawaii,  or  any  political  sub- 
division thereof,  or  of  the  District  of  Columbia,  is  traveling  upon  official 
business,  using  a mileage  book  not  marked  exempt  from  tax,  and  upon  which 
the  tax  has  not  been  paid,  each  time  mileage  coupons  are  lifted:  otherwise 
the  tax  must  be  collected  on  the  sale  value  of  the  coupons  lifted. 

5871  Art.  73.  Ambassadors,  ministers,  and  diplomatic  representa- 
tives.— Ambassadors,  ministers,  and  properly  accredited  diplo- 
matic representatives  of  any  foreign  government  to  the  United  States  are 
exempt  from  the  payment  of  taxes  on  amounts  paid  for  transportation 
services  rendered  them  within  the  United  States. 

5872  The  following  form  may  be  used  to  secure  exemptions  when  signed 
by  an  ambassador,  minister,  or  any  properly  accredited  diplomatic 

representative  of  a foreign  government: 
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I certify  that  ticket  No.  . . 

....  to  via 

. . , attached  to  my 


Form  No 

19... 

for  transportation  from 

is  for  use  of  

, and  is  exempt  from  tax. 


(Title) 

(c)  EXEMPTION  PROVISIONS— COST-PLUS  CONTRACTS. 

5873  Art.  74.  Cost-plus  contracts. — Amounts  paid  for  the  transpor- 
tation of  freight  or  persons,  which  are  finally  paid  by  the  Gov- 
ernment under  cost-plus  contracts,  are  exempt  from  the  taxes  imposed  by 
section  500  of  the  act. 

5374  (1)  Where  a contractor  does  work  for  the  Government,  the  con- 

tract price  of  which  is  the  cost  plus  a certain  percentage,  the  amount 
received  by  a carrier  for  the  transportation  of  property  used  or  to  be  used 
by  the  contractor  in  the  Government  work  falls  within  the  exemption  from 
the  transportation  tax  as  provided  by  section  500. 

5875  In  any  such  case,  as  in  other  cases  of  exemption,  the  prescribed 
certificate  of  exemption  (Form  750)  must  be  used  and  must  be 

signed  by  a Government  officer  or  employee.  A certificate  signed  by  the 
contractor  does  not  furnish  the  required  evidence  of  exemption. 

5876  (2)  Exemption  may  be  claimed  on  amounts  paid  for  the  trans- 
portation of  persons  employed  by  a contractor  working  for  the 

Government  under  a cost-plus  contract  where  the  transportation  charge  of 
the  employee  is  an  item  in  the  cost  of  the  work  and  hence  will  be  finally  paid 
by  the  Government. 

587  7 In  such  case  the  right  to  exemption  from  the  tax  on  the  amount 
paid  for  transportation  of  such  employee  shall  be  evidenced  by  an 
exemption  certificate  signed  by  a governmental  officer  or  employee,  sub- 
stantially in  the  following  form: 

[See  ^[5583  for  copy  of  form.] 

GENERAL  EXEMPTION  PROVISIONS— PROPERTY  AND  PERSONS. 

5878  Art.  75.  Credentials. — The  credentials  referred  to  on  the  margin 
of  the  exemption  certificates  are  such  papers,  documents,  or  other 
evidences  as  will  reasonably  assure  the  officer,  agent,  or  other  employee 
collecting  the  transportation  charge  that  the  officer  or  employee  issuing  such 
certificate  is  an  officer  or  employee  of  the  Government  on  whose  behalf  the 
certificate  is  issued. 

5878  Art.  76.  Forms  to  be  furnished. — Exemption  certificates,  Forms 
731  and  750,  will,  on  request,  be  furnished  by  the  Treasury  Depart- 
ment to  officers  and  employees  of  the  Federal  Government  entitled  thereto. 
A State,  Territory,  or  political  subdivision  thereof,  or  the  District  of 
Columbia,  will  be  required  to  furnish  its  own  blanks  for  claiming  exemption 
from  the  tax. 

5880  Art.  77.  Lump-sum  Government  contracts. — Where  a contractor 
does  work  for  the  Government,  the  contract  price  of  which  is  a 
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lump  sum,  the  exemption  does  not  apply  to  amounts  paid  for  transporta- 
tion of  property  used  or  to  be  used  by  the  contractor  in  connection  with  the  . 
work. 

588 1 Art.  78.  Exemption — Persons. — Exemption  may  be  claime^  in  the 
case  of  persons  only  where  the  person  transported  is  incurring  the 

charge  in  performance  of  his  official  duties  as  an  officer  or  employee  of  the 
United  States  or  of  a State  or  Territory,  or  any  political  subdivision  thereof, 
or  of  the  District  of  Columbia.  Thus,  transportation  charges  paid  by  sol- 
diers traveling  on  furlough  at  their  own  expense  are  not  exempt.  The 
fact  that  the  amount  of  mileage  or  other  allowance  paid  or  made  by  the  Gov- 
ernment for  transportation  of  an  officer  or  employee  in  the  performance  of 
his  official  duties  may  be  more  than  sufficient  to  reimburse  him  for  the 
transportation  payment  does  not  prevent  the  application  of  the  exemption 
provision  to  such  payment. 

5882  The  exemption  provided  for  applies  to  amounts  paid  as  fares  and 
to  amounts  paid  for  accommodations  in  parlor  or  sleeping  cars  or 

on  vessels  in  connection  with  transportation  upon  which  tax  is  imposed 
by  subdivision  (c),  section  500. 

5883  Art.  79.  Certificate  required  when  charges  paid. — An  exemption 
certificate  for  property  or  persons  or  other  evidence  of  right  to  ex- 
emption, must  be  delivered  to  the  carrier  by  the  person  paying  the  charges 
when  the  charges  are  paid;  otherwise  there  shall  be  no  exemption  from  the 
tax. 

5884  Art.  80.  Prepaid  charges. — Where  transportation  charges,  either 
prepaid  or  collect,  are  paid  by  the  shipper  at  origin  of  the  ship- 
ment, or  by  a contractor  at  destination  of  the  shipment,  upon  property 
shipped  to  the  United  States  Government  or  to  a State  or  Territory  or  the 
District  of  Columbia,  or  to  a Government  contractor,  and  the  payment  of 
such  charges  is  in  behalf  of  the  Government,  and  the  amount  paid  therefor 
is  borne  by  the  Government,  such  amounts  are  not  subject  to  the  tax. 
Exemption  certificates  properly  signed  by  a governmental  officer  or  em- 
ployee must  be  furnished  to  the  carrier  as  evidence  of  such  rights  to  exemp- 
tion. 

5885  Art.  81.  Indorsement  of  certificates. — An  exemption  certificate 
signed  by  a contractor  or  any  person  acting  temporarily  as  an  agent 

of  the  Government  in  prepaying  transportation  charges  does  not  furnish 
the  required  evidence  of  exemption.  All  exemption  certificates  must  be 
signed  by  a governmental  officer  or  employee. 

5886  Art.  82.  Separate  certificates. — Exemption  certificates  must  be 
furnished  with  each  consignment.  An  exemption  certificate  cov- 
ering a number  of  consignments  will  not  be  accepted  by  a carrier. 

5887  Art.  83.  Carriers  to  record  and  file  certificates. — Carriers  shall,  in 
accepting  exemption  certificates  and  transportation  requests,  see 

that  they  are  duly  filled  out.  In  accepting  any  evidence  of  right  to  ex- 
emption, carriers  shall  note  on  their  records,  opposite  the  entry  of  the  col- 
lection, reference  to  such  evidence;  they  must  file  and  retain  in  the  offices  or 
places  where  such  collections  are  made,  or  where  records  of  such  collec- 
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tions  are  kept,  all  such  exemption  certificates  honored  by  them.  All  evi- 
dences, and  all  records  of  collections  of  taxes  and  of  charges  for  transporta- 
tion, shall  be  subject  to  inspection  by  accredited  representatives  of  the 
Commissioner  of  Internal  Revenue. 


PART  VII. 

PAYMENT,  COLLECTION,  REPORTING,  RETURNING,  AND  REMIT- 
TANCE OF  THE  TAXES— PENALTIES. 

5888  Art.  84.  Payment  of  taxes. — All  taxes  imposed  by  section  500 
5509  shall  be  paid  by  the  person  from  whom  or  from  which  the  carrier 
5513  collects  the  charges  for  the  services  or  facilities  rendered. 

588  3 Art.  85.  Collection  of  taxes.— All  such  taxes  shall,  as  and  when 

the  charges  are  collected,  be  paid  to  and  collected  by  the  officers, 
agents,  or  other  employees  of  the  carrier,  who  collect  such  charges. 

533©  Art.  86.  Credit  arrangements. — When  transportation  services  are 
rendered  by  any  carrier  as  described  in  these  regulations  and  credit 
is  extended  by  such  carrier  to  the  person  to  whom  such  services  have  been 
rendered,  the  tax  becom.es  due  by  the  carrier  to  the  Government  and  such 
credit  is  extended  at  the  carrier’s  risk.  In  the  event  of  a failure  to  collect 
the  amounts  due,  the  carrier  is  liable  for  the  tax  which  should  have  been 
collected  upon  the  amount  due  for  the  transportation  charges. 

5891  Art.  87.  Records — Taxes  collected. — Records  of  carriers,  at  their 
respective  agencies  at  which  the  tax  is  collected,  shall  be  so  kept  as 
to  show  the  application  of  the  tax  to  each  shipment  of  property,  ticket  sold, 
fare  collected,  or  other  individual  transaction. 

58  32  Art.  83.  Records — No  taxes  collected. — Should  any  payment  for 
services  or  facilities  of  carriers  be  exempt,  under  the  provisions  of 
Title  V,  from  the  tax,  or  should  the  tax  thereon  be  collectible  under  the 
terms  of  these  regulations  by  any  carrier  other  than  the  carrier  furnishing 
the  services  or  facilities,  notation  shall  be  made  on  the  records  of  the  carrier 
furnishing  the  services  or  facilities  indicating  the  reason  for  not  collecting 
the  tax. 

5833  Art.  89.  Records — Adjustment  of  taxes. — Since,  in  the  ordinary 
course  of  transportation,  overcharges  and  undercharges  will  occur, 
officers,  agents,  and  other  employees  of  carriers  are  authorized,  in  adjusting 
such  overcharges  and  undercharges,  to  adjust  the  taxes  accordingly.  All 
redemptions  or  other  adjustments  made  in  connection  with  passenger 
transportation,  whether  by  way  of  refund  on  mileage-book  covers  or  oth- 
erwise, are  to  be  treated  as  adjustments  of  overcharges  or  undercharges, 
as  the  case  may  be.  Nothing  in  these  regulations,  however,  authorizes  an 
adjustment  of  a tax  by  a carrier  in  any  instance  where,  after  collection  of  a 
charge  and  tax,  it  is  claimed  that  the  charge  is  entitled  to  exemption  from 
the  tax  by  reason  of  exportation,  governmental  use,  or  otherwise.  All  ad- 
justments of  taxes  must  be  recorded.  They  must  be  supported  by  such 
evidences  as  will  fully  substantiate  the  correctness  thereof,  and  such  evi- 
dences must  be  kept  in  the  respective  offices  through  which  such  adjust- 
ments are  made. 
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6894  Any  person  making  a refund  of  any  payment  upon  which  tax  is 
collected  under  this  section  may  repay  therewith  the  amount  of  the 

tax  collected  on  such  payment;  and  the  amount  so  repaid  may  be  credited 
against  the  amount  included  in  any  subsequent  monthly  return. 

6895  Art.  90.  Records — Summaries  of  transactions. — Officers,  agents, 
and  other  employees  of  carriers  shall  cause  to  be  assembled,  for  each 

calendar  month,  at  the  general  office  or  offices  of  such  carriers,  summa- 
ries, by  the  several  classes  of  the  taxes  specified  in  Form  727,  revised,  show- 
ing the  aggregate  taxes  collected  by  their  respective  officers,  agents,  or 
other  employees.  There  shall  likewise  be  so^assembled  summaries  of  all 
tax  adjustments.  Such  summaries  shall  show  (a)  the  aggregate  taxes  of 
each  class  collected,  as  called  for  by  Form  727,  revised;  and  ( b ) the  total 
amount  deducted  for  adjustment  of  taxes  of  each  class  on  account  of  over- 
charges, as  called  for  by  Form  727,  revised. 

6896  The  difference  between  the  two  items,  (a)  and  ( b ),  shall  be  the 
amount  to  be  reported  to  the  proper  collector  in  the  manner  pre- 
scribed by  form  727,  revised. 

5897  Art.  91.  Return  and  remittance  of  taxes. — Returns  must  be  made 
on  or  before  the  last  day  of  each  month,  covering  taxes  collected  or 
paid  during  the  preceding  month.  Returns  will  be  made  on  Form  727, 
revised,  under  oath,  in  duplicate,  and  filed  with  the  collector  of  the  district 
in  which  the  principal  office,  or  place  of  business,  of  the  carrier  is  located. 
6898  The  tax  is  due  and  payable  to  the  collector  at  the  time  fixed  for 
filing  the  return.  Where  it  is  found  to  be  impossible  to  make  the 
proper  return  within  the  prescribed  time,  request  may  be  filed  with  the 
collector  for  an  extension  of  time,  and  upon  a proper  showing  the  collector 
is  authorized  to  fix  a definite  time  in  each  instance  within  which  the  return 
may  be  filed,  such  extension  of  time  not  to  exceed  sixty  (60)  days. 

5899  If  the  amount  of  tax  covered  by  any  return  required  to  be  filed 
under  section  502  is  not  in  excess  of  $10,  the  return  may  be  signed 

or  acknowledged  before  two  witnesses  instead  of  under  oath. 

5900  Art.  92.  Penalties. — (1)  Section  502  of  the  act  specifically  pro- 
vides that  the  taxes  under  section  500  shall  (without  assessment 

5517  by  the  Commissioner  or  notice  from  the  collector)  be  due  at  the 
time  fixed  for  filing  this  return,  and  if  the  tax  is  not  paid  at  such 
time  there  shall  be  added  as  part  of  the  tax  a penalty  of  5 per  cent,  together 
with  interest  at  the  rate  of  1 per  cent  for  each  full  month  from  the  time  when 
the  tax  becomes  due. 

5901  (2)  Sec.  1308.  (a),  (b),  (c),  and  (d)  of  the  Revenue  Act  of  1918 
[1(8008-8011]. 

5902  (3)  Section  3176  [If 8087]  of  the  Revised  Statutes,  as  amended,  pro- 
vides that  in  case  of  any  failure  to  make  and  file  a return  within 

the  prescribed  time  there  shall  be  added  to  the  tax  25  per  cent  of  its  amount. 

5903  (4)  Section  3176  [1f8087]  of  the  Revised  Statutes,  as  amended, 
further  provides  that  in  case  a false  or  fraudulent  return  is  willfully 

made  there  shall  be  added  to  the  tax  50  per  cent  of  its  amount. 

Daniel  C.  Roper, 
Commissioner  of  Internal  Revenue , 

Approved  May  1,  1919: 

J.  HZ’  Moyle, 

Acting  Secretary  of  the  Treasury . 

(5904  For  1f5904,  see  page  1157. 

WAR  1148  TAX 


5-5-19 


Index  to  Transportation — Re«.  49. 

UTILITIES  AND  INSURANCE  REGULATIONS 


GOVERNMENT  INDEX. 

The  references  are  to  Articles  beginning  at  ^[5741. 

Art. 

Accommodations  for  passengers,  free 64 

Accounting  for  taxes,  duty 91 

Additional  tickets,  for  exclusive  occupancy  of  sleeping  or  parlor  compartments  or 

sections 60 

Adjustment  of  overcharges  and  undercharges 89 

Adjustment: 

Of  tax,  records. 89 

Of  tax,  summaries 90 

Agencies  supported  by  Government  funds,  exempt 70,  78 

Agents: 

Duty  of,  relative  to  collection  of  tax  on  special  accommodations 65,  78 

To  indorse  mileage  book  sold  prior  to  November  1,  1917 48 

To  indorse  ticket  sold  prior  to  November  1,  1917 45 

Transportation  of  property  of 21,  22 

Selling  prepaid  orders,  collection  of  tax . 53 

Alaska,  part  of  United  States 3 

Ambassadors  of  foreign  countries,  exempt 73,  78 

Army  officers,  exempt 72,  78 

Associations,  inclusion  in  “person” 3 

Baggage: 

Excess ii 56,58 

Storage  of 57,  58 

Transportation  of,  not  express  business 37 

Sale  of  unclaimed 32 

Basis  of  computation  of  tax  where  no  charge  collected 22 

Berths: 

In  sleeping  car 63,  78 

On  vessels ............. 63,  78 

Bill  of  lading: 

Domestic,  exemption  of  charges  on  property  exported  under 15 

Foreign,  collection  of  tax  on  charges  on  property  imported  under 17,  18 

Through,  collection  of  tax  on  charges  on  property  imported  under 17,  18 

Through  export,  exemption  of  charges  on  property  exported  under 15 

Blocking  property  in  cars,  charges  for 31 

Boats,  chartered 33 

Book  form,  tickets  for  transportation  of  commodities 28 

British  Admiralty,  as  consignee 15 

Bulk,  tickets  for  transportation  of  commodities  in 28 

Canada: 

Cash  fares  to  points  in 51 

Exchange  orders  issued  in 54 

Mileage  book  purchased  in 48,  50 

Through  bill  of  lading  to,  exemption  of  charges  under 15 

Transportation  of  persons  between  points  in 62 

Transportation  of  persons  from,  to  Mexico 62 

Transportation  of  persons  from,  to  United  States 62 

Transportation  of  persons  to 38 

Transportation  of  property  exported  to 15 

Canal  Zone,  shipment  to,  not  export 16 

Cargo,  trimming  of,  in  vessels — transportation 2 

Carrier: 

Collecting  charges  collects  tax 12 

Collecting  charges  on  behalf  of  other  carriers 12 

Definition , 1 

Liable  in  the  event  of  failure  to  collect  tax  from  person  served 86 

Materials  and  supplies  of,  transportation  of 23,  25 

Motor  power 35,  37 

Payments  by,  for  towage,  not  taxable 11 

Payments  to,  by  express  companies,  not  taxable 10 

Services  rendered  on  behalf  of,  transportation 2 

To  assemble  summaries  of  records  monthly 90 

To  collect  tax 85 
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The  references  are  to  Articles  beginning  at  ^[5741. 

Carrier — Concluded.  Art. 

To  record  adjustments 89,  90 

' To  record  and  file  certificates  of  exemption 83 

To  record  exempt  transportation 88 

To  record  taxes  collected 87,  90 

Transporting  own  property 21  j 22,  23,  33 

Cartage  of  property  transported  not  transportation 2 

Cash  and  tickets  combined 43 

Cash  fares,  tax  on 51 

Certificate: 

Exemption,  credentials  to 75 

Forms  furnished 76 

Indorsement  of 81 

Governmental,  of  persons 72,  76,  79,  80 

Governmental,  of  property 71,  76,  79,  80 

Must  be  separate  with  each  consignment 82 

To  be  recorded  and  filed -.V . 83 

When  delivered  to  carrier 79 

Charges: 

Blocking  and  staking  property  in  cars 31 

In-transit  privileges 13 

No  tax  where 21,  22,  36 

On  imported  property 17,  18 

Property  shipped  for  export 15 

Road  and  water  haul,  taxable 9,  10 

Shipment  passing  through  foreign  country 20 

State  inspection 29 

Storage 30 

Taxable,  general  rule . ; . 4 

Terminal  service.  . . , 14 

Water  service . 14 

Chartered  trains  or  cars  for  passengers . 61,  63 

Chartered  boats 33 

Circus  trains,  transportation  of  property  and  persons 27 

Cities,  included  in  “State”  or  “Territory” 68 

Collection  of  tax: 

By  carrier  collecting  charges 12,  34 

By  whom 85 

On  charges  for  in-transit  privileges 13 

On  charges  for  prepaid  orders 53 

On  charges  on  imported  property 17,  18 

On  charges  on  property  for  export 15 

On  charges  for  special  accommodations  for  passengers 65,  78 

On  terminal  or  water-service  charges 14 

Collector,  means  collector  of  internal  revenue 3 

Combined  freight  and  express  services 34 

Combined  tickets  or  cash  and  tickets 43 

Commissioner,  means  Commissioner  of  Internal  Revenue..... 3 

Commodities: 

Necessary  to  business  of  carrier,  transportation  of 23,  25,  36 

Transportation  of 28 

Commutation  tickets 41 

Purchased  prior  to  November  1,  1917 44,  45,  46 

Trips  less  than  30  miles . 41 

Compartments  in  sleeping  or  parlor  cars,  exclusive  occupancy  of 60 

Competition,  when  exists. 35 

Computation  of  tax  on  transportation  without  charge 

Continuous  transportation,  combination  fares 43 

Zone  system 42 

Contracts,  Government: 

Cost-plus,  transportation  under 74 

Lump  sum,  transportation  under . . . 77 

Corporations,  inclusion  in  “person” ....  . . ....  . . .-.  .............  3 

Corpses 59 
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The  references  are  to  Articles  beginning  at  ^[5741. 

- tiA  Art. 

Cost-plus  contracts,  Government,  freight  or  persons  transported  under... 74 

Counties,  included  in  “State”  or  “Territory” 68 

Credential's  to  exemption  certificate 75 

Credit  arrangements  by  carrier  with  person  served , 86 

Crude  petroleum,  transportation  by  pipe  line 66 

Date,  effective,  of  law 6,  7 

Date  of  transportation  determines  taxability , 6,  7 

Dead  bodies,  transportation  of 59 

Definition: 

Carrier 4 1 

Oil.. 66 

Territory 68 

State ; . e 68 

Person w 3 

Regular  established  line. 39 

Transportation. 4 ...  .4  . . 2 

United  States. 3 

Delivery  of  property  transported — transportation 2 

Diplomatic  representatives  of  foreign  governments,  exempt 73,  78 

Demurrage  on  property  transported,  transportation.  2 

Director  of  overseas  transportation,  as  consignee 15 

District  of  Columbia: 

Exemption  of  charges  on  officers  and?  employees 72 

Included  in  United  States. '.  3 

Domestic  bill  of  lading,  exemption  of  property  exported  under. ..................  15 

Domestic  shipment  passing  through  foreign  country.  ; 20 

Drawing-rooms: 

In  sleeping  cars  or  on  vessels 63-65 

Exclusive  occupancy  of. . . . > s ; ; v. ......  60 

Governmental  exemptions 78 

Duplication  of  tax,  no 10 

Effective  date  of  law s .....  . 6,  f 

Eight  per  cent  tax: 

% Application,  in  general.  , . ...  * ....  , , 4 . . ...  . . . .’.  . 1 ; . . .,  38 

Cash  fares ...  . . . 51 

Charge  on  chartered  car  or  train 61 

Circus  trains. 27 

Excess  baggage.  «<;».«»<«  4 56,  58 

Mileage-exchange  ticket 48 

Seats,  berths,  or  state  rooms,  in  parlor  or  sleeping  cars  Or  on  vessels. 63,  78 

Party  tickets 52 

Mileage  books  . .v.  .V. . ....  : /.w1.  . . . 48 

■ Special  services  to  passengers. 60 

Storage  of  baggage 57,  5S 

Transportation  of  oil  by  pipe  line 67 

Elevation  of  property  transported,  transportation 

Emergency  conditions,  sale  of  property  under , . ...  32 

Employees  of  Government,  Federal,  State,  and  Territory,  exempt 72 

Employees  of  carrier,  transportation  of  property  of 4 . . ;2l,  22 

Endorsement: 

Showing  payment  of  tax  on  mileage  books  sold  prior  to  November  1,  1917.  . . . 48 

Showing  payment  of  tax  on  ticket  sold  prior  to  November  1,  1917 45 

Evasion  of  tax,  penalty..  ...  . . . 92 

Evidence  of  right  to- governmental  exemption 71,  72 

Excess  baggage  . . . . ....  C :.....  . . . ..... ....  ; . . 1 . 56;,/5'8 

Exchange  orders «y- 1 . . i / . . 54 

Exclusive  occupancy  of  drawing  rooms,,  compartments,  or  sections. ............  i . : 60 

Exemption: 

GadHer  transporting  own  property.. 2! 

Certificates.  (See  Certificates.) 

Commutation  or  season  tickets  for  trips  less  than  30  miles 62 

Foreign-  ambassadors,  ministers,  and  diplomatic  representatives. 73 
Freight  and  persons  transported  under  cost^plas  coktract. ... , * . . :v.  .• 74 
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UTILITIES  AND  INSURANCE  REGULATIONS 


The  references  are  to  Articles  beginning  at  ^[5741. 

Art. 

Exemption — Concluded . 

Govern  mental 68-83 

Governmental,  applies  to  accommodations  in  parlor  or  sleeping  cars  and  on 

vessels 78 

Governmental,  evidence  of  right  to 71,  72,  73,  74 

Governmental,  limited  to  performance  of  official  duties 78 

Governmental,  not  affected  by  payment  of  mileage  by  Government 78 

Government  agencies 70,  78 

Passenger  fares  less  than  42  cents 40,  42,  43,  62 

Payment  of  16  cents  or  less  for  freight  transportation 5 

Persons  carried  free  under  Federal  or  State  laws 62 

Property  shipped  for  exportation 15 

Property  for  export  consigned  to — 

Food  Administration  Grain  Corporation 15 

Director  of  Overseas  Transportation 15 

British  Admiralty 15 

Transportation  of  commodities  necessary  to  carrier  business 23,  25 

Export,  charges  on  property  shipped  for 15 

Export  representative,  exemption  of  property  for  export  consigned  to 15 

Exportation,  transportation  of  property  in  course  of 15 

Express  and  freight  service,  combined 34 

Express  company: 

Payments  to  carrier  for  use  of  facilities,  not  taxable 10 

Transportation  of  commodities  necessary  to 25,  36 

Express,  shipments  by 36 

Express  shipments,  tax  imposed  on  payments  by  consignor  or  consignee 10 

Express,  transportation  by 36-37 

Facilities  and  services: 

Taxable 8-14 

Payments  by  express  company  for  use  of,  not  taxable 10 

Used  in  connection  with  movement  of  property  or  persons,  transportation 2 

Failure  to  pay,  collect,  or  truly  account  for  taxes 92 

Failure  to  file  return  on  time 92 

False  or  fraudulent  return 92 

Federal  control  constitutes  one  railroad  system 26 

Federal  Farm  Appraisers,  exempt.  Government  agency 70 

Federal  Land  Banks,  exempt,  Government  agency 70 

Federal  Reserve  Banks,  exempt,  Government  agency 70 

Feeding  live  stock,  transportation 2 

File  of  certificates  of  exemption  kept  by  carrier 83 

Food  Administration  Grain  Corporation,  United  States: 

Wo  Exempt,  Government  agency 70 

As  consignee 15 

Foreign  bills  of  lading,  tax  on  charges  of  property  imported  under 17 

Foreign  countries: 

Transportation  of  persons  to  or  from 38 

Property  passing  through,  between  points  in  United  States 20 

Transportation  of  persons  through,  between  points  in  United  States 38 

Foreign  governments: 

Diplomatic  representatives  exempt 73,  78 

Services  to,  not  exempt 69 

Foreign  port: 

Transportation  of  persons  from  last  port  in  United  States  to 62 

Property  passing  through  United  States  between 19 

Forms,  exemption  certificates,  furnished 76 

Forty-two  cents,  exemption  of  passenger  fare  less  than. . 40,  42,  43 

Fractional  part  of  cent,  as  tax 5 

Free  accommodations 64 

Free  of  charge,  transportation  of  property 21,  22,  23 

Of  persons ; 62 

Freight  and  express  services  combined 34 

Freight,  transportation  of 6-35 

Freight  transportation,  payment  of  16  cents  or  less,  exempt 5 
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The  references  are  to  Articles  beginning  at  ^5741. 

Fuel  Administration,  United  States,  exempt,  Government  agency 

Government  agencies,  exempt 

Government  contract: 

Cost-plus,  exempt 

Lump  sum,  taxable 

Governmental  exemptions 

Applies  to  accommodations  in  parlor  or  sleeping  cars  or  on  vessels 

Handling  of  property  transported,  transportation 

Hawaii: 

Exemption  of  charges  incurred  by  officials  and  employees 

Part  of  United  States 

Holding  corporation,  transportation  of  property  of 

Hotel  accommodations,  not  transportation 

Household  goods,  movement  of,  by  motor  vans 

Housing,  Corporation,  United  States,  exempt,  Government  agency 

Icing  of  property  transported,  transportation 

Imported  property,  charges  on 

Incidental  services  and  facilities,  transportation 

Indorsement  of  exemption  certificates 

Inspection  charges,  State,  not  transportation  charges 

Inspection  of  records  of  carriers 

In-transit  privileges 

Joint  use  of  terminal  or  yards,  commodities  necessary  for 

Land  banks,  Federal,  exempt,  Government  agencies 

Liberty  Loan  Committee,  exempt,  Government  agency 

Lighterage,  transportation 

Live  stock: 

Export  of,  on  through  contract  to  Mexico  or  Canada 

Feeding  and  watering  of,  transportation. . . . 

Lump-sum  contracts,  Government,  transportation  under,  taxable 

Meals,  passengers’,  not  transportation 

Materials  of  carrier,  transportation  of 

Mexico: 

Cash  fares  to  points  in 

Exchange  orders  issued  in 

Mileage  book  purchased  in 

Through  bill  of  lading  to,  exempt 

Transportation  of  persons  between  points  in 

Transportation  of  persons  from,  to  United  States 

Transportation  of  persons  to 

Transportation  of  persons  from,  to  Canada 

Mileage  paid  by  Government  does  not  affect  governmental  exemption. 
Mileage: 

Books 

Purchased  in  Canada  or  Mexico 

Refund  on  covers 

Unused,  bought  prior  to  November  1,  1917 

Milk,  transportation  of 

Motor  power,  transportation  by 

Motor  vans • 

Municipalities,  included  in  “State”  or  “Territory’* 

Navy,  officers,  exempt 

Newspapers,  transportation  of . 

Official  duties,  limitation  of  governmental  exemption  to 

Officers: 

Of  Army  or  Navy,  exempt 

Of  carrier,  transportation  of  property  of 

Of  State,  Federal, "and  Territorial  Governments,  exempt 

Oil: 

Definition 

Transportation  of,  by  pipeline 


Art. 

70 
70,  78 

74 

77 
68-83 

78 
2 

68,  72 
3 
24 
2 
35 
70 


17,  18 

2 

81 

29 

83 

13 

25 

70 

70 

2 

15 

2 

77 

2 

. . . 23,  25,  36 

51 

54 

48,  50 

15 

62 

62 

38 

62 

78 

47-50 

50 

89 

. . . 44,  45,  46 

28 

35,  37,  38,  39 

35,  37 

68 

72,  78 

28 

78 

72,  78 

21,  22 

72,  78 

66 

67 
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The  references  are  to  Articles  beginning  at  5 4 7 1 . 

One  cent  on  20  cents,  tax: 

On  combined  express  and  freight  services . 

On  express  shipments 

Overcharges,  adjustment  of 

Overseas  transportation,  director  of,  as  consignee 

Ownership  by  carrier  of  property  transported 

Panama  Canal  Zone,  shipments  to,  not  export 

Panama  Railroad  Co.,  exempt,  Government  agency 

Parlor  cars: 

Seats,  berths,  staterooms 

Sections  or  compartments,  exclusive  occupancy  of 

Partial  use  of  ticket  purchased  prior  to  November  1,  1917 

Partnerships,  inclusion  in  “person” 

Party  tickets,  tax  on 

Passengers: 

Hotel  accommodations  not  transportation 

Meals  not  transportation 

Passenger  transportation 

Payment  of  taxes: 

By  whom . n .....  . 

Evidence  of 

Failure  to  make 

Total  upon  total  charges 

Penalties 

Perishable  property,  sale  of 

Person,  definition 

Persons: 

Movement  of,  transportation 

Transportation  of 

Petroleum,  crude,  transportation  of  by  pipe  lines 

Philippine  Islands,  shipments  to,  not  export 

Pipe  line,  transportation  of  oil  by 

Porto  Rico,  shipments  to,  not  export 

Prepaid  charges,  on  shipments  to  government 

Property: 

Movement  of,  transportation 

Transported,  handling  of,  transportation 

Transportation  of — 

By  freight 

By  express 

Railroad  system: 

Carriers  part  of  same,  commodities  necessary  to 

Carriers  under  Federal  control  constitute  one 

Receipt  of  property  transported,  transportation 

Records: 

Of  adjustments  kept  by  carrier 

Of  certificates  of  exemption,  kept  by  carrier.  . 

Of  exempt  transportation,  kept  by  carrier 

Summaries  of 

Of  taxes  collected,  kept  by  carrier 

Transportation  requests . . 

Reconsignment  of  property  passing  through  United  States  from  foreign  country. . . . 

Red  Cross,  American  National,  exempt,  Government  agency 

Refrigeration  of  property  transported,  transportation 

Refusal  to  pay,  collect,  or  truly  account  for  taxes 

Regular  established  line,  definition 

Remittances: 

Failure  to  make 

When  and  how  made 

Request,  transportation,  form 

•Returns,  when  and  how  made 

Revised  Statutes,  section  3176,  as  amended 


Art. 

34 

36 

89 

15 
21 

16 
70 

63,  78 
60 

44 
3 

52 

2 

2 

38-65 

84 

45 
92 
12 
92 
32 

3 

2 

38-65 

66 

16 

67 

16 

80 

2 

2 

6-35 

36,37 

25,  26 
26 
2 

89,  90 
83 
88 

90 
87,  90 

83 

19 

70 

2 

92 

39 

92 

91 
72 

91 

92 
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The  references  are  to  Articles  beginning  at  ^5741. 

Art. 

Road  haul  charge,  taxable,  when 9,  10 

Round-trip  ticket 40 

Sale: 

Of  perishable  property j 32 

Of  property  under  emergency . t .a  32 

Of  unclaimed  property 32 

Season  tickets j . . . . . • . ......  41 

Sale  prior  to  November  1,  1917 44 

Secretary,  means  Secretary  of  Treasury 3 

Separate  certificates  with  each  consignment 82 

Services  and  facilities  taxable 8-14 

Services  rendered  in  connection  with  movement  of  property  or  persons,  transportation  2 
Shipping  Board  Emergency  Fleet  Corporation,  United  States,  exempt,  Government 

agency 70 

Sixteen  cents  or  less,  payment  for  freight  transportation,  exemption 5 

Sleeping  car: 

Seats,  berths,  or  staterooms 63,  78 

Sections  or  compartments,  exclusive  occupancy  of 60 

Soldier  traveling  on  furlough,  not  exempt 78 

Special  accommodations  for  passengers 63,  78 

Special  cars  or  trains  for  passengers 61 

Special  services  to  passengers *•/>.?; .,  u. .... 60 

Staking  property  in  cars,  charges  for 31 

State: 

Definition 68 

Exemption  of  charges  incurred  by  officers  or  employees  of 68,  72 

Inspection  charges,  not  transportation  charges 29 

Stateroom  on  vessel  or  sleeping  or  parlor  car 63,  78 

Steamers,  sleeping  or  parlor  accommodations  on 60,  63 

Steamship  orders 55 

Stock  of  one  corporation  owned  by  another,  effect  of 24 

Storage: 

Of  property  transported,  transportation 2 

Of  baggage 57,  58 

Charges 30 

Subsidiary  corporation,  transportation  of  property  of 24 

Summaries  of  transactions  by  carrier. 90 

Supplies  of  carrier,  transportation  of 23,  25,  36 

Switching  company,  facilities  furnished  for  or  by 25 

System: 

Railroad,  all  carriers  under  Federal  control  in  one 26 

Carriers  part  of  same 25,  26 

Telegraph  company,  transportation  of  commodities  necessary  to 25 

Telephone  company,  transportation  of  commodities  necessary  to 25 

Terminal  company,  transportation  of  commodities  necessary  to 25 

Terminal  service 14 

Territory: 

Definition 68 

Exemption  of  charges  incurred  by  officers  and  employees  of . ; 68,  72 

Thirty  miles,  trips  less  than 41 

Three  per  cent  tax: 

On  circus  trains 27 

On  combined  express  and  freight  services 34 

On  transportation  of  milk,  newspapers,  and  commodities 28 

Through  transportation,  between  foreign  ports 19 

Through  United  States: 

Transportation  between  points  in  Canada  or  Mexico 62 

Exchange  orders  issued  in  connection  with 54 

Tickets: 

Additional,  for  exclusive  occupancy  of  sleeping  or  parlor  car  compartments  or 

sections 60 

Combination  of 43 

For  transportation,  of  commodities,  in  book  form  or  bulk 28 

Round  trip 4o 

Unused,  when  bought  prior  to  November  1,  1917 44,  45,  46 
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The  references  arc  to  Articles  beginning  at  ^[5741. 

■ Art. 

T°,wagc  charges,  when  taxahle 11 

Towage  of  property  transported,  transportation 2 

Towns,  included  in  “State”  or  “Territory” 68 

Training  Camp  Activities,  Commission  on,  exempt,  Government  agency 70 

Transfer  in  transit  of  property  transported,  transportation.  2 

Transportation: 

Completed  prior  to  November  1,  1917 7 

Date  of,  determine  tax 6,  7 

Definition 2 

Transportation  requests,  form 72 

Tripiming  of  cargo  in  vessels,  transportation 2 

'Trips  less  than  30  miles 40 

Under  charges,  adjustment  of 89 

United  States: 

Definition 3 

Property  passing  through 19 

.Unclaimed  property,  sale  of 32 

Unused  mileage  books,  bought  prior  to  November  1,  1917 44,  45,  46 

Unused  tickets,  bought  prior  to  November  1,  1917 44,  45,  46 

Vans,  motor 35 

Ventilation  of  property  transported,  transportation 2 

Vessels,  trimming  of  cargo  in,  transportation 2 

Virgin  Islancis,  shipments  to,  not  export 16 

War  Savings  Committee,  exempt,  Government  agency 70 

Water-haul  charge,  taxable,  when 9,  10 

War  Industries  Board,  exempt,  Government  agency 70 

Water  service 14 

Watering  live  stock,  transportation 2 

Wharfage  of  property  transported,  transportation 2 

Zone  system  of  collecting  fares 42 


ft . 
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UTILITIES  AND  INSURANCE  REGULATIONS 


INTERNAL  REVENUE 


TAX  ON  TRANSPORTATION  AND  OTHER  FACRiTIFS — (Tide  T,  Section  500,  Act  of  1918) 


KIND  OF  SERVICE  (For  full  description  sec  Instructions) 

RATE  OP  TAX 

TOTAL  TAX  COLLECTED 

CREDITS.OfERPATMEHl 

[S.ETC- 

TOTAL  TAX  DUE 

(a)  Freight  transportation 

3 per  cent .... 

j r_. 

s 

j„ 

ib)  Express  transportation 

/ cent 

(e)  Passenger  transportation 

8 per  cent 

Id)  Sects,  berths,  staterooms,  etc  

8 per  cent 

(e)  Transportation  by  pipe-line 

If)  Telegraph,  telephone,  and  radio  messages 

8 per  cent .... 
5c  and  10c 

----- 

-- 

:::::::::: 

-- 

(g)  Leased  wire  ( telephone  or  telegraph) 

Penalty  25% 

10  per  cent  ... 

- 

— - 

— 

Penalty  5%  

5 / solemnly  swear  (or  affirm)  that  the  foregoing  is  a true  return  of  the  amoi 

q-  and  the  amount  deducted  for  overpayments  is  allowable  by  law.- 
q Sworn  to  and  subscribed  before  me  this day  of  — 


t of  taxes  collected  upon  the  above-mentioned  services  for  the  month  of — /9. 


( Name)  or  ( W itness)  (See  instructions,  par.  3) 


(Title)  or  (Witness) 


Name 

No . and  Street 
City  and  State 


[Page  1 of|Form  727]j 


TAX  ON  TRANSPORTATION  AND  OTHER  FACILITIES—  (Title  Y,  Section  500,  Act  of  1918) 


KIND  OF  SERVICE  (For  full  description  see  instructions) 

RATE  OF  TAX 

TOTAL  TAX  COLLECTED  |CREDITS.OVERPA?MENTS.ETC.j  TOTAL  TAX  DUE 

(a)  Freight  transportation 

3 per  cent 

t 

---If 

- 

! If- 

— 

( b)  Express  transportation *. 

(e)  Passenger  transportation ’ _ 

/ cent  — 

8 per  cent 

-"I’!---” 



1 

id)  Seats-,  berths,  staterooms;  etc 

(e)  Transportation  by  pipe-line  — 

(/)  Telegraph,  telephone,  and  radio  messages 

(g)  Leased  wire  ( telephone  or  telegraph) 

Penalty  25% 

8 per  cent.... 



Sc  and  JOc ... 

1 

. . i 

10  per  cent 

Penalty  5% 



MCI”"” 

L 

I solemnly  swear  (or  affirm)  that  the  foregoing  is  a true  return  of  the  amount  of  taxes  collected  upon  the  above-mentioned  services  for  the  month  of . 
and  the  amount  deducted  for  overpayments  is  allowable  by  law. 

Sworn  to  and  subscribed  before  me  this day  of .. , 19 Signed .. 


19t. 


(Name)  or  (Witness) (See  Instructions,  par.  3) 


('nt)eTor  (W5n«S)~ 


Name 

No.  and  Street 
City  and  State 


[Page  3 of  Form  727] 
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UTILITIES  AND  INSURANCE  REGULATIONS 


INSTRUCTIONS. 

(See  Regulations  <9  and  87.) 

1.  Tax  covered  by  this  return.— -Section  600  of  the  Revenue  Act  of  1918  provides  that  from  and  alter  April  1,  1919,  there  shall  bo  levied,  assessed, 
collected,  and  paid,  in  lieu  of  the  taxes  imposed  by  section  500  of  the  Revenue  Act  of  1917— 

(a  -b)  A tax  of  3 per  centum  of  the  amount  paid  for  the  transportation  of  property 
thereof  of  tho  amount  paid  for  the  transportation  of  any  property  by  express,  transp 

pow'er  when  in  competition  with  carriers  by  rail  or  water,  from  one  point  in  the  Cu.^.  ~ ; r-— . --- 

such  transportation  within  the  United  States,  of  property  transported  from  a point  without  the  United  States  to  a point  within  the  United 

States  ^ ^ of  8 per  centum  of  the  amount  paid  fot  transportation  (including  amount  paid  for  seats,  berths,  and  staterooms  in  parlor  cars, 
sleepin"  cars,  or  on  vessels)  of  persons  by  rail  or  water,  or  by  any  form  of  mechanical  motor  power  on  a uvular  established  line  when  in  com- 
petition with  carriers  by  rail  or  water  from  one  point  in  the  United  States  to  another,  or  to  any  point  in  Canada  or  Mexico,  where  the  ticket 
therefor  is  sold  or  issued  in  tho  United  States,  not  including  the  amount  paid  for  commutation  or  season  tickets  fortnps  less  than  thirty  miles 
or  for  transportation  tho  faro  for  which  docs  not  exceed  42  cents:  Provided,  That  where  such  wator  transportation  linOs  are  in  competition 
between  American  ports  with  foreign  water  transportation  lines  from  adjacent  foreign  ports  the  tax  imposed  under  thin  subdivision  on  amounts 
paid  for  water  transportation  between  American  ports  shall  not  exceed  the  amount  of  the  transportation  tax  to  which  such  foreign  water  trans- 
portation lines  are  subjected  by  their  government  corresponding  to  this  tax. 

(r)  A tax  of  8 per  centum  of  the  amount  paid  for  the  transportation  of  oil  by  pipe  line.  . . t 

(()  ]n  the  case  of  each  telegraph,  telephone,  cable,  or  radio  dispatch,  message,  or  conversation,  which  originates  within  the  United  btates, 
and  for  the  transmission  of  which  the  charge  is  more  than  14  cents  and  not  aiore  than  50  cents,  a tax  of  5 cents;  and  if  the  charge  is  more  than 

60  ^ol^taxVf  10  peVrcntum  of  the  amount  paid  to  any  telegraph  or  telephone  company  for  any  leased-wire  or  talking-circuit  special  servico 
furnished.  This  subdivision  shall  not  apply  to  the  amount  paid  for  so  much  of  such  service  as  is  utilized  (1)  in  the  collection  and  dissemination 
of  news  through  the  public  press,  or  (2)  in  the  conduct,  by  a common  carrier  or  telegraph  or  telephone  company,  of  its  business  as  such. 

The  tax  "applies  to  the  transportation  by  a carrier  of  property  belonging  to  or  for  the  personal  use  of  any  of  its  officers,  agents,  or 
employees,  even  though  such  property  is  transferred  free  of  charge.  *— 
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2.  Returns. — Every  person,  corporatioiir  partnership, -or  association  furnishing  tiny  of  the  Above  service*  or  facilities  is  required  to  collect  the 

amount  of  tax  thereon  from  Jhe  person,  corporation,  partnership,. or  association  for  whom  suhh services  are  furnished,  and  to  make  return  and  pay  the 
tax  to  the  Collector  of  Internal  Revenue  of  the  district  in  which  is  located  the  principal  office  or  place  of  business  of  the  carrier  or  company  making  the 
return.  . 

Returns  must  be  made  and  taxes  remitted  on  or  before  the  last  day  of  each  .month'  covering  taxes  accruing  during  the  preceding  month. 

3.  Preparation  of  returns. — Fill  in  every  space  on  this  return  which  is  applicable  to  your  business. 

The  return  must  be  sworn  to  before  a notary,  deputy  collector,  or  other  officer  authorized  to  administer  oaths,  except  id  Cfc^es  where  the  tax  is  not 
in  excess  of  $10,  when  the  return  may  be  signed  or  acknowledged  before  two  subscribing  witnesses. 

4.  Commutation  of  tax. — The  tax  is  imposed  and  must  he  computed  and  collected  upon  each  separate  service  rendered  and  not  upon  the  aggre- 

gate of  charges  made.  In  computing  the  tax  upon  each  charge,  a fractional  part  of  a cent  is  to  be  disregarded,  unless  it  amounts  to.a  half  cent  or  more, 
in  which  case  it  4s  to  be  increased  to  1 cent.  . • 

. 6.  Records. — Every  person,  Corporation,  partnership,  or  association  required  to  make  this  return,  should  keep  such  records  and  memoranda  as 
will  dearly  show  all  charges  upon  which  tax  is  required  to  be  collected  in  order  that  returns  may  be  easily  verified  by  revenue  officers. 

6.  Penalties.— Every  person,  corporation,  partnership,  or  association  who  fails  (1)  to  file  a return  is  liable  to  a penalty  of  26  per  cent  of  the  amount 
of  the  tdx;  (2)  to  pay  the  tax  on  time  shall  be  liable  to  a penalty  of  6 percent,  together  with  interest  at  the  rate  of  1 percent  for  each  full  month;  (3)' 
to  furnish  any  information  for  the  purpose  of  computing  the  tax  shall  be  subject  to  a penalty  of  not  more  than  $1,000;  (4)  who  makes  a false  or  fraudulent 
return  is  Eable  to  a penalty  of  50  per  cent  of  the  tax ; (5)  who  willfully  fails  to  comply  with  any  of  the  provisions  of  the  law  shall  be  fined  not  more  than 
$10, 000,  or  imprisoned  for  more  than  one  year,  or  both. 
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INSTRUCTIONS. 

1.  Every  person,  partnership,  association,  or  corporation  issuing  policies  of  insurance  is  required  by  section  603,  Revenue  Act  of  1918,  to  make  returns 
and  pay  the  tax  imposed  upon  tne  issuance  of  policies,  classified  as  follows: 

(a\  Life  insurance. — Each  policy  or  other  instrument  by  whatever  name  called,  under  which  any  life  is  insured,  except  policies  in  (6)  and  (e). 

(6)  Life  insurance. — Each  policy  for  life  insurance  only  and  each  policy  covering  life,  health,  and  accident  insurance  combined  by  which  a life 
is  insured  for  not  more  than  $oG0,  issued  on  the  industrial  or  weekly  or  monthly  payment  plan. 

(c)  Group  life  insurance. — Each  policy  of  life  insurance  covering  groups  of  not  less  than  25  lives  in  the  employ  of  the  same  person,  for  the  benefit 
of  persons  other  than  the  employer. 

(<f)  Marine,  inland,  and  fire  insurance. — Each  policy  of  insurance  or  other  instrument  whereby  insurance  is  made  or  renewed  upon  property  of  any 
description  (including  rents  or  profits),  whether  against  peril  by  sea,  or  inland  waters,  or  by  fire  or  lightning,  or  other  peril. 

(e)  Casualty  insurance  and  rate  thereon— Each  policy  of  insurance  or  obligation  of  the  nature  of  indemnity  for  loss,  damage,  or  liability,  issued  or 
executed  or  renewed  in  the  transaction  of  the  business  of  employer's  liability,  workingmen’s  compensation,  accident,  health,  tornado,  plate  glass,  steam 
boiler,  elevator,  burglary,  automatic  sprinkler,  automobile,  or  other  branch  of  insurance  (except  thoee  described  in  (ah  (6),  (c),  and  (a).  Bate. — 1 cent 
an  each  dollar,  or  fraction  thereof,  of  the  premium  charged.  Except  that  on  policies  issued  on  the  weekly  or  monthly  payment  plan -the  tax  is  40  per 
cent  of  the  amount  of  the  first  weekly  premium,  or  20  per  cent  of  the  first  monthly  premium. 

2.  Exemptions: 

. (a)  Policies  of  reinsurance. 

(6)  Policies  issued  by  thoee  whose  income  is  exempt  from  taxation  under  section  231  of  the  Revenue  Act  of  1918. 

(c)  Indemnity,  surety,  and  other  bonds  and  policies  upon  which  a stamp  tax  is  imposed  under  subdivision  2 or  15  of  Schedule  A of  Title  XI 
of  the  Revenue  Act  of  1918.  *— »no 
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3 . Time  of  making  return  and  payment  of  tax. — Provision  effective  April  1, 1919,  and  the  first  return,  covering  all  policies  issued  during  April, 
must  be  filed  and  the  tax  paid  on  or  Defore  the  last  day  of  the  succeeding  month  during  which  the  tax  accrued.  Thereafter  the  tax,  accompanied 
by  return  for  each  entire  month's  business,  must  be  in  the  hands  of  the  Collector  of  Internal  Revenue  for  the  district  in  which  the  principal  office 
or  place  of  business  is  located  before  the  close  of  the  succeeding  month. 

4.  Computation,  of  tax. — Note  carefully  that  the  tax  is  imposed  upon  each  policy  and  not  upon  the  total  amount  of  each  class  of  insurance  and  must 
be  separately  computed  as  to  each  policy.  A fractional  part  of  a cent  is  to  be  disregarded  unlees  it  amounts  to  one-half  cent  or  more,  when  it  must  be 
increased  to  1 cent. 

Special  attention  is  also  called  to  section  1310,  paragraph  A,  of  the  act,  which  provides  that  in  case  of  any  overpayment  or  overcollection  of  anv 
of  these  taxes,  the  person  making  such  overpayment  or  overcollection  may  take  credit  therefor  against  taxes  due  upon  any  monthly  return,  and  shall 
make  refund  of  any  excessive  amount  collected  by  him  upon  proper  application  by  the  person  entitled  thereto. 

5.  Penalties. — (a)  Section  504  of  the  act  specifically  provides  that  the  tax  imposed  under  section  503  shall  (without  assessment  bv  the  ' ■ mmis- 
sioner  or  notice  from  tne  Collector)  be  due  and  payable  to  the  Collector  at  the  time  fixed  for  filing  this  return;  and  if  the  taxis  not  pair: - time, 
there  shall  be  added  as  part  of  the  tax  a penalty  of  5 per  cent  together  with  interest  at  the  rate  of  1 per  cent  for  each  full  month  com  the  time  when 
the  tax  became  due. 

(6)  Section  3176  of  the  Revised  Statutes,  as  amended,  provides  that  in  case  of  any  failure  to  make  and  file  a return  within  the  prescribed  time  there 
shall  be  added  to  the  tax  25  per  cent  of  its  amount 

(c)  Section  1308  of  the  act  imposes  a penalty  of  up  to  $1,000  for  the  above  failures  or  for  supplying  incorrect  or  insufficient  information. 

(a)  In  case  of  willful  refusal  or  fraudulent  return,  section  1308  of  the  act,  and  section  3176  of  tne  Revised  Statutes,  proride  penalties  of  up  to  $10,000 
fine,  imprisonment  for  one  year,  and  100  per  cent  of  the  tax  evaded  or  50  per  cent  of  the  tax  attempted  to  be  falsely  returned.  2—91:0 
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PART  I. 

TRANSMISSION  OF  DISPATCHES,  MESSAGES,  AND 
CONVERSATIONS. 

IMPOSITION  OF  TAX. 

5 80S  Article  1.  Imposition  of  the  Tax  —Transmission.— The  tax  is  im- 
5506  posed  upon  the  transmission  of  a message  or  conversation,  by  tele- 
5508  phone,  telegraph,  radio,  or  cable.  Transmission  includes  services 
rendered  and  facilities  provided  by  the  carrier  necessary  or  incidental 
to  the  actual  movement  of  the  message;  for  example,  messenger  service  utilized 
in  the  movement  of  a toll  message. 

5906  Transmission  begins  when  the  message  is  delivered  by  the  sender  to 
the  carrier  or  its  agent,  and  continues  until  its  receipt  by  the  ad- 
dressee or  his  agent.  Where,  therefore,  a message  passes  by  the  combined 
facilities  of  several  lines,  there  is  one  message  and  one  transmission.  But 
where  a sender  uses  a telephone  toll  message  to  reach  a telegraph  office  to 
secure  the  transmission  of  a telegraph  message,  the  place  of  delivery  of  the 
telegraph  message  by  the  sender  to  the  carrier  is  the  telegraph  office,  and  the 
transmission  of  the  telegraph  message  begins  there.  The  telephone  message  is 
a separate  message  and  as  such  subject  to  the  provisions  of  the  act. 
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5907  Art.  2.  Imposition  of  tax — Carrier.  - The  tax  applies  to  transmission 
services  when  rendered  for  hire,  whether  or  not  the  agency  rendering 

them  is  a common  carrier  (sec.  501  (c)).  Accordingly,  a carrier  of  dispatches, 
messages,  or  conversations  by  telegraph,  telephone,  cable,  or  radio  is  held  to 
be  any  person,  corporation,  partnership,  or  association  who  or  which,  for  hire, 
furnishes  the  services  or  facilities  described  or  referred  to  in  section  500,  sub- 
divisions (f)  and  (g),  of  the  act. 

5908  Therefore,  where  the  lessee  of  a leased  wire  or  talking  circuit  special 
service  transmits  messages  for  hire,  he  is  a carrier  of  such  messages 

and  liable  to  the  provisions  of  the  act  relative  to  the  collection,  report,  and 
payment  of  the  taxes  thereon. 

ORIGIN  OF  MESSAGE  DETERMINES  TAXABILITY. 

5909  Art.  3.  Originating  within  the  United  States. — The  tax  is  upon  the 
transmission  by  telephone,  telegraph,  radio,  or  cable  of  dispatches, 

messages,  and  conversations  originating  within  the  United  States . 

5910  Messages  transmitted  from  a point  within  the  United  States  to  a 
point  without  the  United  States  are  subject  to  the  provisions  of  the 

act  unless  sent  with  charges  “reversed”  or  “collect.”  Messages  trans- 
mitted from  a point  without  the  United  States  to  a point  within  the  United 
States  are  not  subject  to  the  tax,  unless  sent  with  charges  “reversed”  or 
“collect.” 

5911  The  term  “United  States”  includes  the  States,  the  Territories  of 
Alaska  and  Hawaii,  and  the  District  of  Columbia;  it  also  includes  all 

inland  waters  (such  as  rivers,  lakes,  bays,  etc.)  lying  wholly  within  the  United 
States,  and,  where  an  international  boundary  line  divides  inland  waters,  the 
parts  of  such  inland  waters  as  lie  within  the  boundary  of  the  United  States; 
and  also  the  waters  known  as  a marine  league  from  low  tide  on  the  coast  line. 
Radio  messages  sent  from  ships  within  the  above  limits  are  therefore  subject  to 
the  provisions  of  the  act. 

5912  Art.  4.  Reversed  or  collect  messages. — The  point  of  origin  of  mes- 
sages transmitted  with  charges  “reversed”  or  “collect”  is  the  point 

at  which  the  charge  is  collectible;  that  is,  the  point  of  receipt  of  the  message  by 
the  addressee. 

5913  Art.  5.  Originating  on  or  after  April  1,  1919. — The  tax  is  imposed 
upon  the  transmission  by  telephone,  telegraph,  radio,  or  cable  of 

dispatches,  messages,  and  conversations  originating  on  or  after  April  1,  1919. 
The  time  of  the  payment  of  the  charge  is  immaterial. 

BASIS,  RATE,  AND  COMPUTATION  OF  TAX. 

5914  Art.  6.  Basis,  rate,  and  computation  of  tax, — The  basis  for  the  com- 
putation of  the  tax  is  the  amount  of  the  charge  for  the  transmission 

of  the  message.  (As  to  the  meaning  of  transmission,  see  art.  1.)  The  term 
“the  charge”  means  the  amount  charged  by  the  carrier  for  the  transmission 
of  the  particular  message.  Such  charge  may  be  due  in  money,  services  or  in 
any  other  valuable  consideration. 
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5915  Only  two  amounts  of  tax  are  provided,  5 cents  and  10  cents,  imposed 

as  follows: 

5916  (1)  5 cents  on  messages  the  charge  for  the  transmission  of  which  is 

more  than  14  cents  and  not  more  than  50  cents; 

5917  (2)  10  cents  on  messages  the  charge  for  the  transmission  of  which 

is  more  than  50  cents. 

5918  Art.  7.  Franks. — The  fact  that  a message  is  transmitted  under  frank 
is  immaterial  to  the  determination  of  the  taxability  of  the  message. 

If  the  message  is  in  fact  transmitted  free,  no  tax  applies;  but  if  the  carrier  in 
fact  makes  a charge,  in  money,  services  or  any  other  consideration,  for  the 
tramsmission  of  the  message,  the  tax  applies  and  is  to  be  computed  upon  the 
amount  of  the  charge  imposed. 

5919  Art.  8.  Overtime  telephone  messages. — The  tax  on  overtime  tele- 
phone messages  is  to  be  computed  upon  the  total  charge  for  the  trans- 
mission of  the  message.  The  amount  of  the  initial  rate  for  such  messages  is 
immaterial. 

5920  Art.  9.  Messages  transmitted  under  contract.— Where,  by  contract, 

a telegraph,  telephone,  radio,  or  cable  company  agrees,  in  considera- 
tion of  the  payment  of  a lump  sum  or  of  the  performance  of  services,  to  trans- 
mit messages  on  frank,  such  messages  are  subject  to  the  tax  imposed  by  this 
section  (500  (f))  of  the  act.  The  tax  on  each  such  message  is  to  be  computed 
upon  the  amount  of  the  regular  established  charge  for  the  transmission  of 
similar  messages  for  ordinary  customers,  calculated  at  the  regular  fixed  rate 
provided  in  the  tariffs  of  the  transmitting  carrier.  The  questions  as  to  whe- 
ther such  messages  relate  to  the  operation  of  the  business  of  a common  carrier 
and  whether  they  are  “on  line”  or  “off  line”  are  immaterial.  Thus,  a telegraph 
company  agrees  to  transmit  over  its  lines  on  a railroad  line  all  messages  relating 
to  railroad  business  “free”  and  all  such  messages  over  its  lines  off  the  railroad 
lines  “free”  to  an  amount  not  exceeding  $10,000  per  year  calculated  at  its  reg- 
ular rates,  and  all  messages  over  that  amount  at  half  rates,  in  consideration  of 
services  to  be  performed  by  the  railroad  in  the  transportation  of  men  and  ma- 
terials of  the  telegraph  company.  All  such  messages,  whether  “on  line”  or 
“off  line,”  and  whether  “free”  or  at  half  rates,  are  subject  to  the  tax  provided 
by  this  section  (500  (f))  of  the  act.  The  tax  must  be  computed,  collected,  and 
paid  upon  each  such  message.  (Where  common  carrier  is  a railroad  under 
Federal  control,  see  art.  14.) 

EXEMPTIONS. 

5921  Art.  10.  Exemption— Business  of  transmitting  carrier. — The  trans- 
mission of  messages  involved  in  the  operation  of  the  business  of  the 

transmitting  carrier,  as  such,  is  not  subject  to  the  tax. 

5922  Art.  11.  Exemption— Charges  of  14  cents  or  less.— Dispatches, 
messages,  or  conversations,  for  the  transmission  of  which  by  tele- 
graph, telephone,  radio,  or  cable  the  charge  is  14  cents  or  less,  are  not  subject 
to  tax.  (As  to  the  meaning  of  transmission,  see  Art.  1 ; as  to  the  computation 
of  the  tax,  see  Arts.  6-9.) 

5923  Art.  12.  Exemption— Services  rendered  to  the  United  States  or  to 
any  State  or  Territory  or  to  the  District  of  Columbia.— Telephone, 
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telegraph,  cable,  and  radio  dispatches,  messages,  and  conversations  relating 
to  Government  business,  which  originate  in  the  United  States  and  which  are 
a charge  against  the  Treasurer  of  the  United  States,  the  District  of  Columbia, 
a State,  or  Territory,  and  are  paid  from  the  funds  thereof,  are  exempt  from  the 
tax.  Messages,  conversations,  and  dispatches  which  are  not  paid  from  such 
funds  are  not  exempt  from  tax,  even  though  they  relate  to  Government  busi- 
ness. 

5924  Art.  13.  The  words  “State”  and  “Territory”  as  used  in  section  500 
(h)  of  the  act  and  in  Article  12  (above),  include  political  subdivisions 

thereof,  such  as  counties,  cities,  towns,  and  other  municipalities. 

5925  Art.  14.  Government  agencies. — Services  rendered  to  agencies  of 
the  United  States  are,  subject  to  the  conditions  prescribed  in  article 

12,  exempt  from  tax.  Such  agencies  include  the  American  National  Red 
Cross,  United  States  Shipping  Board,  Emergency  Fleet  Corporation,  United 
States  Food  Administration,  United  States  Housing  Corporation,  Commis- 
sion on  Training  Camp  Activities,  War  Savings  Committee,  Liberty  Loan 
Committee,  War  Industries  Board,  Federal  Farm  Appraisers,  Federal  Land 
Banks,  Federal  Reserve  Banks,  Panama  Railroad  Co.,  and  similar  agencies 
supported  by  Government  funds. 

5926  Art.  15.  Railroads  under  Federal  control.— Telegraph,  telephone, 
cable,  and  radio  dispatches,  messages,  and  conversations  transmitted 

for  railroads  under  Federal  control,  charges  for  which  are  paid  from  funds  of 
the  United  States,  are  exempt  from  tax,  such  transmission  being  a service 
rendered  the  United  States. 

5927  Art.  16.  Evidence  of  right  of  exemption. — Where  a message  is  ac- 
cepted and  transmitted  by  a carrier  as  a Government  message,  and  the 

charges  therefor  are  subsequently  paid  from  Government  funds,  the  pay- 
ment of  such  charge  by  the  Government  shall  be  considered  evidence  of  the 
right  of  such  message  to  exemption.  The  evidence  of  the  payment  of  the 
charge  from  Government  funds  shall  be  considered  sufficient  evidence  of  the 
right  to  such  exemption. 

5928  Payments  made  by  direction  of  the  Director  General  of  Railroads 
shall  be  considered  to  be  made  from  Government  funds. 

5929  Art.  17.  Exemptions— Foreign  diplomats.— (a)  Ambassadors,  min- 
isters, and  other  properly  accredited  diplomatic  representatives  of 

foreign  Governments  to  the  United  States  are  exempt  from  the  payment  of 
taxes  upon  the  transmission  of  messages  sent  by  or  for  them. 

5930  (b)  The  exemption  does  not  apply  to  consuls  or  to  any  officials  of 
foreign  Governments  other  than  those  specified  in  paragraph  (a). 

5931  (c)  The  exemption  does  not  apply  to  messages  the  charge  for  the 
transmission  of  which  is  paid  by  a foreign  Government,  except  in 

the  cases  provided  for  in  paragraph  (a). 

5932  Art.  18.  Evidence  of  right  to  exemption. — The  following  form  may 
be  used  to  secure  exemption  when  signed  by  an  ambassador,  minister, 
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or  any  other  properly  accredited  diplomatic  representative  of  a foreign  Gov- 
ernment: 

,19.. 

(Date.) 

I certify  that  this  message  from to 

over is  transmitted  by attached  to 

my and  is  exempt  from  tax. 


(Title.) 


(Address.) 

PART  II. 

LEASED  WIRE  AND  TALKING  CIRCUIT  SPECIAL  SERVICE. 
IMPOSITION  OF  TAX. 

5933  Art.  19.  Imposition  of  the  tax— Leased  wire  or  talking  circuit  special 

5507  service. — The  tax  is  imposed  upon  the  amount  paid  for  any  leased 

wire  or  talking  circuit  special  service. 

5934  Leased  wire  special  service. — Leased  wire  special  service  includes 
exclusive  leases  of  wires  and  also  contracts  by  which  the  carrier  agrees 

to  furnish  a circuit  (that  is,  a wire  or  wires,  instruments  and  electrical  energy) 
for  the  transmission  of  messages  in  Morse  characters  or  by  spoken  word  be- 
tween specified  points  or  offices  during  specified  hours.  Operators  may  or 
may  not  be  employees  of  the  carrier. 

5935  For  administrative  purposes  it  is  held  that  where  the  area  covered 

by  a leased  wire  special  service  is  served  by  a local  telephone  exchange, 
tolls  not  being  charged  upon  messages  transmitted  between  points  within  such 
area,  such  special  service  does  not  come  within  the  provisions  of  the  act. 

5936  Talking  circuit  special  service. — Talking  circuit  special  service  is  a 
limited  class  of  leased  wire  special  service  and  refers  to  such  service 

where  the  transmission  is  telephonic. 

5937  Such  a talking  circuit  may  by  contract  have  one  terminal  at  a switch- 
board of  the  carrier,  allowing  connection  with  any  telephone  within  the 

local  exchange  area  of  the  operating  station.  Such  additional  exchange  and 
other  incidental  service  is  included  in  the  term  “talking  circuit  special  ser- 
vice.” 

5938  Art.  20.  Private  branch  exchange  service.— Amounts  paid  for  pri- 
vate branch  exchange  service  (called  P.  B.  X.  service)  where  the  ex- 
change equipment  is  located  on  the  premises  of  the  lessee  and  is  used  for 
intercommunication  between  departments  of  the  business  or  parts  of  the  pre- 
mises of  the  lessee,  are  not  subject  to  tax.  Any  amount  paid  for  special  ser- 
vice at  the  central  exchange  in  the  handling  of  calls  from  such  a private  branch 
exchange  is  included  in  the  term  “private  branch  exchange  service.” 


WAR 


1166 


TAX 


7-15-19. 


Tel.  and  Tel. — Reg.  57. 

UTILITIES  AND  INSURANCE  REGULATIONS 


5939  Art.  21.  Tie  lines. — The  term  “tie  line”  is  used  to  denote  a line  con- 
necting two  private  branch  exchanges.  The  amount  paid  for  rental 

of  a tie  line  connecting  two  or  more  private  branch  exchanges  located  within 
an  area  served  by  a local  telephone  exchange  without  charging  tolls,  is  to  be 
considered  part  of  the  amount  paid  for  private  branch  exchange  service  and  is 
not  subject  to  tax.  But  a tie  line  connecting  two  or  more  private  branch  ex- 
changes not  within  the  same  local  telephone  exchange  area,  tolls  being  ordin- 
arily imposed  upon  the  transmission  of  messages  between  the  points  of  loca- 
tion of  the  private  branch  exchanges,  is  a leased  wire  and  the  amount  paid  for 
the  rental  thereof  is  subject  to  the  provisions  of  this  section  of  the  act. 

5940  Art.  22.  Private  lines  and  extension  lines  are  subject  to  the  same 
distinction  and  same  rules  as  tie  lines. 

5941  Art.  23.  Intercommunication  and  interior  systems  are  subject  to  the 

?hj  >4  same  provisions  as  private  branch  exchanges. 

5942  Art.  24.  Long-distance  terminals.— Amounts  paid  for  a long-dis- 
tance terminal,  consisting  of  a special  terminal  loop  from  a local  toll 

position  or  a long  line  switchboard  to  the  subscriber’s  premises,  and  used  only 
for  long-distance  calls  at  the  regular  toll,  are  not  subject  to  the  tax  imposed 
by  this  section  of  the  act.  Messages  transmitted  over  such  wires  are  subject 
to  the  “message  tax”  provided  for  in  section  500  (f). 

BASIS,  RATE,  AND  COMPUTATION  OF  TAX. 

5343  Art.  25.  Basis,  rate,  and  computation  of  the  tax.— The  tax  imposed 
is  to  be  computed  at  10  per  cent,  of  the  amount  paid  for  the  services 
specified. 

5844  The  amount  paid  includes  the  contract  consideration  and  all  addi- 
tional charges  therein  provided,  including  salaries  of  operators  if  in 
the  employ  of  the  carrier,  charges  for  equipment,  instruments,  and  other 
apparatus,  drops  intermediate  to  the  terminals,  branch  or  “leg”  lines,  ex- 
change service,  and  overtime  service.  It  also  includes  charges  for  incidental 
additional  service,  including  charges  for  “service  connection,”  “termination,” 
and  “moves”  when  such  are  involved  in  the  special  service  contracted  for; 
such  charges  not  involved  in  such  special  service  are  not  subject  to  the  tax. 

5945  In  the  payment  of  any  tax  under  this  section  a fractional  part  of  a cent 
shall  be  disregarded  unless  it  amounts  to  one-half  cent  or  more,  in 

which  case  it  shall  be  increased  to  one  cent.  (Sec.  1313  of  the  act.) 

5946  Art.  26.  Computation  of  tax— Effective  date.— The  tax  provided  in 
section  500  (g)  applies  where  (a)  the  amount  paid  for  such  service  is 

paid  after  April  1,  1919,  and  (b)  the  service  is  furnished  after  April  1,  1919. 
Therefore,  where  leased-wire  special  service  was  furnished  on  or  after  April  1, 
1919,  but  the  consideration  therefor  had  been  paid  prior  to  that  date,  the  tax 
does  not  apply.  Likewise,  where  such  service  was  furnished  prior  to  or  on 
April  1,  1919,  the  tax  does  not  apply,  regardless  of  the  date  of  the  payment  for 
the  charges  therefor. 

5947  Art.  27.  Computation  of  tax— Service  performed  between  a point 
within  and  a point  without  the  United  States.— When  leased  wire  or 

talking  circuit  special  service  is  furnished  between  a point  or  points  within 
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the  United  States  and  a point  or  points  without  the  United  States  and  there 
is  in  the  contract  no  reasonable  established  division  of  charges  as  domestic 
and  foreign,  the  tax  shall  be  paid  and  collected  upon  the  amounts  paid  for 
incidental  services  or  facilities  furnished  within  the  United  States  plus  that 
proportion  of  the  general  contract  consideration  as  the  wire  mileage  within 
the  United  States  bears  to  the  total  wire  mileage  contracted  for.  Where  there 
is  a reasonable  division  of  charges  as  domestic  and  foreign  provided  in  the 
contract,  the  tax  shall  be  paid  and  collected  upon  the  amounts  specified  as 
payments  for  services  or  facilities  rendered  within  the  United  States. 

EXEMPTIONS. 

5948  Art.  28.  Exemptions.— Services  to  United  States,  the  States,  the 
District  of  Columbia,  and  to  Foreign  Diplomats.— The  exemptions  of 

services  rendered  the  United  States,  a State  or  Territory  and  the  District  of 
Columbia,  and  foreign  diplomats  described  in  Articles  12  to  18  above,  apply 
also  to  this  section  of  the  act. 

5949  Art.  29.  Exemptions — Public  press. — The  tax  does  not  apply  to  the 
amount  paid  for  so  much  of  such  special  service  as  is  utilized  in  the 

collection  and  dissemination  of  news  through  the  public  press.  “Public 
press”  is  not  restricted  to  newspapers  or  to  any  particular  portion  of  the  pro- 
duct of  printing  presses.  Magazines,  periodicals,  trade  and  scientific  publi- 
cations, published  for  the  information  of  the  public,  are  included.  Organiza- 
tions such  as  the  Associated  Press  and  the  United  Press  are  also  included. 

5950  “News”  is  a word  to  be  liberally  construed.  Accounts  of  current 
events,  public  announcements,  information  relating  to  finance,  science, 

commerce,  religion,  civic,  or  other  public  organizations  are  held  to  be  news. 

5951  The  exemption  does  not  apply  to  the  publisher  or  to  the  publication 
as  such.  The  exemption  applies  only  to  the  amount  paid  for  so  much 

of  such  service  as  is  utilized  in  the  collection  and  dissemination  of  news  in  the 
public  press.  If,  however,  a contract  between  a person  or  company  engaged 
in  the  collection  and  dissemination  of  news  through  the  public  press  and  a car- 
rier provides  for  leased  wire  or  talking  circuit  special  service  to  be  utilized 
exclusively  in  the  business  mentioned,  the  carrier  is  not  required  to  collect  the 
tax  upon  the  amounts  paid  under  such  contract  in  the  absence  of  actual  knowl- 
edge on  the  part  of  the  carrier  that  the  service  is  being  used  for  other  purposes. 

5952  The  exemption  has  no  application  to  the  transmission  of  messages. 

5953  Art.  30.  Exemption — Services  utilized  in  the  conduct  of  business  of 
common  carrier  or  telegraph  or  telephone  company.— The  tax  does 
not  apply  to  the  amount  paid  for  so  much  of  such  special  service  as  is 

utilized  in  the  conduct,  by  a common  carrier  or  telegraph  or  telephone  com- 
pany, of  its  business  as  such. 

5954  A common  carrier  is  one  who  undertakes,  for  hire  or  reward,  to  transport 
the  goods  or  person  of  such  as  choose  to  employ  him  from  place  to 

place. 

5955^The  exemption  does  not  apply  to  common  carriers,  telegraph  and  tele- 
phone companies,  as  such.  It  applies  only  to  the  amount  paid  for  so 
much  of  such  service  (leased  wire  or  talking  circuit)  as  is  utilized  in  the  conduct 
by  a common  carrier,  telegraph  or  telephone  company,  of  its  business  as  such . 
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5956  Where,  however4,  a contract  between  a common  carrier  (or  telegraph 
or  telephohe  company)  and  a telegraph,  telephone,  radio,  or  cable 

company  provides  f6r  leased  wire  or  talking  circuit  special  service  to  be  utilized 
exclusively  in  the  conduct  of  the  business*of  the  common  carrier  ( or  telegraph  or 
telephone  company)  as  such , the  telegraph,  telephone,  cable,  or  radio  company 
is  not  required  to  collect  the  tax  upon  the  amounts  paid  under  such  contract 
in  the  absence  of  actual  knowledge  on  the  part  of  the  company  that  the  service 
is  being  used  for  other  purposes. 

5957  The  exemption  does  not  apply  to  contracts  which  provide  merely  for 
the  transmission  of  messages.  Thus,  where  a telegraph  or  telephone 

company  agrees  by  contract  with  a railroad  to  transmit,  on  frank  or  other- 
wise, the  messages  of  such  railroad,  its  officials,  or  employees,  in  a certain  man- 
ner or  upon  certain  terms,  such  a contract  is  a contract  providing  for  the 
transmission  of  messages,  and  each  such  message  is  subject  to  the  “message” 
tax.  (See  Art.  r9  above.)  No  exemption  exists  by  reason  of  such  contract. 
The  exemption  applies  only  to  leased  wire  special  service  utilized  by  a common 
carrier  in  the  conduct  of  its  business  as  such.  Thus  where  a telegraph  or  tele- 
phone company  agrees  by  contract  to  set  apart  a certain  wire  or  wires  for  the 
use  of  a railroad  in  the  conduct  of  its  business  as  such,  the  amounts  paid  for 
such  service  are  not  subject  to  tax.  A proviso  in  such  a contract  to  the  effect 
that  wh^n  such  wire  Qr  wires  are  not  being  used  by  the  railroad  they  may  be 
used  by  telegraph  or  telephone  company  for  the  transmission  of  commercial 
messages  will  not  change  the  character  of  the  contract. 


PART  III. 

PAYMENT,  COLLECTION,  RETURN,  AND  REMITTANCE  OF  TAXES. 

5958  Art.  31.  Payment  of  taxes.— Taxes  imposed  by  section  500  (f)  and 

5509  (g)  shall  be  paid  by  the  person  from  whom  the  carrier  collects  the 

5513  charges  for  the  services  or  facilities  rendered. 

5959  Art.  32.  Collection  of  taxes.— All  such  taxes  shall  be  paid  to  and  col- 
lected by  the  officers, Agents,  or  other  employees  of  the  carrier  to  which 

the  charges  for  the  services  or  facilities  are  due. 

5960  Art.  33.  Credit. — Where  credit  is  extended  by  a carrier  to  a sender  or 
addressee  for  the  payment  of  charges  for  the  transmission  of  a mes- 
sage, or  to  the  lessee  of  special  service  for  the  payment  of  charges  for  such  ser- 
vice, and  such  charges  are  not  paid,  the  tax  nevertheless  applies  and  the 
carrier  is  liable  for  the  collection  thereof. 

5961  Art.  34.  Records. — Records  and  accounts  of  telegraph,  telephone, 
radio,  and  cable  companies  showing  records  of  (1)  all  dispatches, 

messages,  or  conversations,  originating  on  the  lines  of  such  company,  the 
charge  for  the  transmission  of  which  is  over  14  cents,  whether  taxable  or  not, 
(2)  of  leased  wire  and  talking  circuit  special  service  rendered  by  the  company, 
and  (3)  evidences  of  the  right  of  exemption  of  dispatches,  messages,  conversa- 
tions, and  special  service  upon  which  tax  is  not  collected,  such  records  to  con- 
tain sufficient  information  to  determine  the  taxability  of  the  message  or  ser- 
vice and  the  amount  of  tax,  if  any,  upon  same,  shall  at  all  times  be  open  to  the 
inspection  of  officers  of  the  Treasury  Department. 
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5962  Art.  35.  Returns— Contents.— The  returns  of  a telephone,  telegraph, 
radio,  or  cable  company  shall  be  rendered  on  Form  727  (Revised) 

[page  1157)  and  shall  include  (a)  all  taxable  dispatches,  messages,  or  conver- 
sation originated  by  it  or  on  its  lines  and  (b)  such  leased  wire  or  talking  circuit 
special  services  as  are  recorded  and  accounted  for  by  the  reporting  company 
and  reflected  in  its  billing  records  for  the  month,  following  its  usual  business 
routine. 

5963  Taxable  messages  which  originate  at  the  stations  of  rural  or  farmers’ 
line  associations  and  which  are  recorded  and  billed  by  the  telephone 

company  operating  the  exchange  to  which  such  stations  are  connected  for 
service  should  be  included  in  the  return  of  said  operating  company.  Taxable 
messages,  if  they  originate  at  the  station  of  such  rural  or  farmers’  line  associa- 
tions and  are  not  recorded  or  billed  by  the  operating  company,  should  be  re- 
ported by  such  association. 

5964  Art.  36.  Returns— When  and  where  rendered.— Returns  must  be 

8013  made  for  each  calendar  month.  Such  returns  must  be  made  under 
oath,  in  duplicate,  and  must  be  filed  with  the  collector  of  the  district 

in  which  the  principal  office  or  place  of  business  of  the  company  is  located  on  or 
before  the  last  day  of  the  calendar  month  following  the  month  for  which  the 
return  is  made.  Where  a return  covers  a tax  of  f 10  or  less  it  may  be  signed 
and  acknowledged  before  two  witnesses,  instead  of  under  oath. 

5965  Art.  37.  Extension  of  time. — Where  it  is  found  impossible  to  make 
the  proper  return  within  the  prescribed  time,  request  may  be  filed  with  the 
collector  for  an  extension  of  time,  and  upon  a proper  showing  the  collector  is 
authorized  to  fix  a definite  time  in  each  instance  within  which  the  return  may 
be  filed,  such  extension  of  time  not  to  exceed  60  days. 

5966  Art.  38.  Remittance  of  taxes  collected.— The  tax  is  due  and  payable 
by  the  person  collecting  the  tax  to  the  collector  of  internal  revenue  at 

the  time  fixed  for  filing  the  return. 

CREDITS  AND  REFUNDS. 

5967  Art.  39.  Credit  for  overpayment. — Any  individual,  corporation, 

8014  partnership,  or  association  that  has  paid  to  the  collector  of  internal 

8030  revenue,  as  a tax  under  section  500  of  the  act,  any  amount  erroneously 

or  illegally  assessed  or  collected  or  any  amount  in  excess  of  the 
amount  of  the  tax  actually  imposed  by  that  section  for  the  month  covered  by 
that  payment,  may  claim  credit  for  such  overpayment  against  the  amount 
of  the  tax  imposed  by  that  section  which  is  due  upon  any  other  monthly  re- 
turn thereafter  made  in  the  same  behalf  on  Form  727  (Revised)  [page  1157]. 
Such  credit  will  only  be  granted,  however,  if,  in  making  the  claim,  the  instruc- 
tions printed  on  the  back  of  that  form  are  carefully  followed. 

5968  Art.  40.  Refund  of  overpayment. — Any  individual,  corporation, 
8014  partnership,  or  association  that  has  paid  to  the  collector  of  internal 
8030  revenue,  as  a tax  under  section  500  of  the  act,  any  amount  erroneously 

or  illegally  assessed,  or  any  amount  in  excess  of  the  amount  of  the  tax 
actually  imposed  by  that  section  for  the  month  covered  by  that  payment,  or 
any  amount  as  a penalty  for  the  collection  of  which  there  was  no  authority, 
may  secure  a refund  of  the  amount  so  overpaid  by  filing  with  the  collector  to 
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whom  such  payment  was  made  a properly  prepared  claim  on  Form  46  (re- 
vised) [page  1509]. 

5969  Art.  41.  Refund  of  overcollection.  Every  individual,  corporation, 
5515  partnership,  or  association  that  has  collected  from  any  person,  as  a 

tax  under  section  500  of  the  act,  any  amount  in  excess  of  the  amount 
of  the  tax  imposed  by  that  section  actually  due  from  such  person,  shall  upon 
proper  application  promptly  refund  such  amount  to  the  person  entitled 
thereto,  even  though  such  amount  has  already  been  paid  over  to  the  collector 
of  internal  revenue  and  no  corresponding  credit  (see  art.  39)  or  refund  (see 
art.  40)  has  yet  been  secured.  Any  person  making  a refund  of  any  payment 
upon  which  tax  is  collected  under  this  section  may  repay  therewith  the 
amount  of  the  tax  collected  on  such  payment. 

PENALTIES. 

5970  Art.  42.  Penalties. — The  penalties  provided  for  failure  or  refusal 
to  perform  any  of  the  duties  imposed  by  section  500  (f)  and  (g)  are 

the  same  as  those  provided  for  failure  or  refusal  to  perform  the  duties  imposed 
by  section  500  (a),  (b),  (c),  (d),  and  (e),  as  set  forth  in  article  92,  Regulations 
49  [1(5900]. 

5971  (1)  Section  502  of  the  act  specifically  provides  that  the  taxes  under 
5517  section  500  shall  (without  assessment  by  the  Commissioner  or  notice 

from  the  collector)  be  due  at  the  time  fixed  for  filing  this  return,  and 
if  the  tax  is  not  paid  at  such  time  there  shall  be  added  as  part  of  the  tax  a 
penalty  of  5 per  cent.,  together  with  interest  at  the  rate  of  1 per  cent,  for  each 
full  month  from  the  time  when  the  tax  becomes  due. 

5972  (2)  Sec.  1308.  (a),  (b),  (c),  (d),  [1(8008-8011]. 

8008 

5973  (3)  Section  3176  of  the  Revised  Statutes  [1(8085]  as  amended,  pro- 
vides that  in  case  of  any  failure  to  make  and  file  a return  within  the 

prescribed  time  there  shall  be  added  to  the  tax  25  per  cent,  of  its  amount. 

5974  (4)  Section  3176  of  the  Revised  Statutes  [1(8085],  as  amended,  fur- 
ther provides  that  in  case  a false  or  fraudulent  return  is  willfully 

made  there  shall  be  added  to  the  tax  50  per  cent,  of  its  amount. 

AUTHORITY  FOR  REGULATIONS. 

5975  Art.  43.  Promulgation  of  regulations.— In  pursuance  of  this  provi- 
8012  sion  of  the  act  the  foregoing  regulations  are  hereby  made  and  pro- 
mulgated and  all  rulings  inconsistent  with  them  are  hereby  revoked. 

DANIEL  C.  ROPER, 
Commissioner  of  Internal  Revenue. 
Approved  July  5,  1919.  [Released  July  12,  1919.] 

CARTER  GLASS, 

Secretary  of  the  Treasury. 


WAR 


1171  TAX 


Index  to  Tel.  and  Tel. — Reg.  57. 

UTILITIES  AND  INSURANCE  REGULATIONS 


INDEX  TO  REGULATIONS  NO.  57. 

[Government  index,  the  references  being  changed  to  paragraphs.] 


Agencies  of  United  States,  exemption 5925 

Ambassadors,  exemption 5929,  5932 

American  National  Red  Cross,  exemption 5925 

Associated  Press,  exemption 5949 

Authority  for  regulations 5975 

Basis  of  tax,  leased  wire  and  talking  circuit  special  service 5943 

Transmission  of  messages,  etc 5914 

Carrier,  definition 5907,  5953 

Dispatches,  messages,  etc 5907 

Exemption 5953 

Leased  wire  special  service 5933 

Messages  of,  transmitted  under  contract 5920 

Charge,  definition 5914 

Claim,  credit  for  overpayment  of  tax 5967 

Refund  of  overcollection  of  tax 5969 

Overpayment  of  tax 5968 

Collect  messages 5910 

Collection  of  taxes 5959 

Combined  facilities  of  several  lines 5906 

Commission  of  Training  Camp  Activities,  exemption 5925 

Common  carrier,  definition 5953 

Computation  of  tax,  leased  wire  and  talking  circuit  special  service 5946-5947 

Transmission  of  messages,  etc 5914-5920 

Consuls,  exemption 5929,  5933 

Contract,  messages  transmitted  under 5920 

Credit,  overpayment  of  tax 5967 

Payment  of  charges,  effect 5960 

Definitions: 

“Carrier” 5907,  5949 

“Charge” 5914 

“Common  carrier” 5954 

“News” 5950 

“Public  press” 5949 

“State” 5924 

“Territory” 5924 

“Transmission” 5905 

“United  States” 5911 

Diplomats,  exemption 5929,  5932 

Director  General  of  Railroads,  evidence  of  right  of  exemption 5927 

District  of  Columbia,  exemption 5923 

Emergency  Fleet  Corporation,  exemption 5925 

Evidence  of  right  of  exemption 5927,  5932 

Exemptions,  Associated  Press 5949 

Charges  of  14  cents  or  less 5922 

Common  carriers 5954 

District  of  Columbia,  services  rendered  to 5923 

Evidence  of  right 5927,  5932 

Foreign  diplomats 5929,  5932 

Governmental  agencies 5925 

Governmental  business 5923 

Leased  wire  and  talking  circuit  special  service 5951,  5955 

Public  press • • • 5949 

Railroads  under  Federal  control • • 5926 

States,  services  rendered  to 5923 

Telephone  and  telegraph  companies 5921-5956 

Territories,  services  rendered  to 5923 

United  Press 5949 

United  States,  services  rendered  to 5923,  5926 

Extension  lines 5940 

False  or  fradulent  return,  penalty 5 9/0 

Federal  farm  appraisers,  exemption 5925 

Land  banks,  exemption 5925 

Reserve  banks,  exemption 5925 
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Foreign  Government,  exemption 5929,  5932 

Frank,  taxability  of  message  sent  under 5918 

Governmental  agencies,  exemption 5925 

Business,  exemption 5923 

Imposition  of  tax,  carrier 5907 

Leased  wire  and  talking  circuit  special  service 5933 

Transmission 5905 

Inspection  of  records  of  telephone,  etc.,  companies 5961 

Intercommunication  and  interior  systems 5941 

Leased  wire  special  service,  imposition  of  tax 5933 

Liberty  loan  committee,  exemption 5925 

Long  distance  terminals 5942 

Magazines,  exemption 5949 

Moves,  charges  for 5944 

News,  definition 5950 

Origin  of  message,  determination  of  taxability 5909-5913 

Overcollection  of  tax,  refund 5969 

Overpayment  of  tax,  credit 5957 

Refund 5968 

Overtime  telephone  messages,  computation  of  tax 5919 

Panama  Railroad  Co.,  exemption 5925 

Payment  of  taxes 5958 

Penalty  for  nonpayment 5970 

Penalties 5970 

Periodicals,  exemption 5949 

Place  of  filing  returns 5964 

Private  branch  exchange  service 5938 

Private  lines 5940 

Promulgation  of  regulations 5975 

Public  press,  definition 5949 

Exemption 5951 

Railroads,  leased  wire  and  talking  circuit  special  service 5953 

Messages  of,  transmitted  under  contract 5920 

Under  Federal  control,  exemption 5926 

Rate  of  tax,  leased  wire  and  talking  circuit  special  service 5944 

Transmission  of  messages,  etc 5914 

Record  of  telephone,  etc.,  companies,  inspection 5961 

Red  Cross,  exemption 5925 

Refund,  overcollection  of  tax 5969 

Overpayment  of  tax 5968 

Remittance  of  taxes  collected 5966 

Returns,  contents 5962 

Delay,  penalty 5970 

False  or  fradulent,  penalty 5970 

Place  of  filing 5964 

Time \ 5964,5965 

Reversed  messages 5909 

Scientific  publications,  exemption 5949 

Service  connection  charges 5944 

State,  definition 5924 

Exemption 5923 

Talking  circuit  special  service,  basis  of  tax 5943 

Computation  of  tax 5943-5947 

Extension  lines 5940 

Imposition  of  tax 5933 

Intercommunication  and  interior  systems 8941 

Long  distance  terminals 5942 

Private  branch  exchange  service 5938 

Private  lines 5940 

Rate  of  tax 5943 

Tie  lines 5939 

Telephone  and  telegraph  facilities  combined 5905 

Telegraph  and  telephone  companies,  exemption 5955 

Termination  charges 5944 
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Territory,  definition 5924 

Exemption 5923 

Tie  lines 5939 

Time,  filing  returns 5964,  5965 

Furnishing  leased  wire  and  talking  circuit  special  service  as  determining  taxa- 
bility  5946 

Origin  as  determining  taxability  of  messages,  etc 5913 

Penalty  for  delay  in  filing  returns 5970 

Trade  publications,  exemption 5949 

Transmission,  definition 5906 

United  Press,  exemption. 5949 

United  States,  definition 5911 

Exemption 5923,  5926 

Services  performed  partly  within  and  partly  without 5947 

Taxability  of  messages  originating  within  or  without 5909-5913 

United  States  Food  Administration,  exemption 5925 

United  States  Housing  Corporation,  exemption 5925 

United  States  Shipping  Board,  exemption 5925 

War  Industries  Board,  exemption 5925 

War  savings  committee,  exemption 5925 

END  OF  REGULATIONS  57. 


(T.  D.  2889.) 

5976  Articles  13  and  15  of  Regulations  No.  49  Superseded.— Articles  13 
5758  [1J5758]  and  15  [^[5760]  of  Regulations  49  are  hereby  - amended  to 

5760  read  as  follows: 

597  7 Art.  13.  Taxable  charges — In-transit  privileges. — It  is  the  practice 
5758  of  some  carriers  in  the  collection  of  taxable  charges  in  connection 
with  in-transit  privileges  to  collect  the  local  rate  to  the  transit  point 
and  upon  reshipment  to  refund  such  local  rate,  and  then  assess  the  through 
rate  from  point  of  origin  to  final  destination,  while  it  is  the  practice  of  other 
carriers  in  the  collection  of  such  charges  to  collect  the  local  rate  to  the  transit 
point  and  at  the  time  of  reshipment  from  the  transit  point  to  assess  the 
balance  of  the  through  rate.  Various  other  adjustments  of  charges  are 
common  in  connection  with  in-transit  privileges. 

5978  No  exemption,  adjustment,  or  refund  of  tax  on  charges  paid  for  the 
transportation  of  property  from  the  point  of  origin  to  the  transit 

point  is  permissible.  When  a shipment  of  property  moving  in  commerce, 
although  it  may  be  intended  for  ultimate  exportation,  reaches  a place  in  the 
United  States  where,  at  the  instance  of  the  shipper  or  his  agent,  it  is  stopped 
for  business  purposes,  private  sale,  storage,  grading,  sacking,  or  manufacture, 
and  not  in  necessary  delay  or  accommodation  to  the  means  of  transportation, 
the  movement  is  complete  and  the  tax  attaches  on  the  amount  paid  for  the 
transportation. 

5979  Art.  15.  Charges  on  property  shipped  for  export  and  actually  exported 
5760  exempt  from  tax. — Amounts  paid  for  the  transportation  of  property 

in  course  of  exportation  to  foreign  ports  or  places  are  held  to  be 
exempt  from  the  tax  imposed  by  section  500  of  the  revenue  act  of  1918. 

5980  Property  is  in  course  of  exportation  when  it  has  been  started  on 
voyage  or  delivered  to  the  carrier  for  transportation  to  a place  beyond 

the  boundaries  of  the  United  States.  The  movement  must  be  continuous— 
there  must  be  no  “break”  in  the  movement,  the  property  must  not  come 
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“to  rest”.  In  case  there  is  a “break”  or  the  property  does  come  “to  rest” 
at  any  point  in  transit,  the  first  movement  is  a complete  domestic 
movement  and  amounts  paid  for  the  transportation  are  taxable  and  not  sub- 
ject to  exemption,  adjustment,  or  refund.  If  the  property,  at  the  point 
where  the  “break”  occurred  or  where  it  had  come  “to  rest”,  is  subsequently 
started  on  voyage  or  delivered  to  the  carrier  for  continuous  shipment  to  a 
foreign  place  and  no  “break”  afterwards  occurs  or  the  property  does  not 
again  come  “to  rest”,  the  export  movement  is  the  one  from  the  point  where 
the  shipment  was  broken  or  the  property  had  come  to  rest  and  amounts  paid 
for  its  transportation  between  the  point  where  the  last  break  occurred  or  it 
had  come  to  rest  and  the  point  of  export  are  exempt  from  tax  if  the  require- 
ments of  this  regulation  are  strictly  complied  with. 

588 1 A “break”  occurs  or  property  comes  “to  rest”  when  a shipment 
moving  in  commerce,  although  it  may  consist  of  articles  or  products 

manufactured  or  produced  for  export,  and  which  the  shipper,  producer,  or 
manufacturer  intended  for  exportation,  reaches  a place  in  the  United  States 
where  at  the  instance  of  the  shipper  or  his  agent  it  is  stopped  for  a business 
purpose,  private  sale,  storage,  grading,  sacking,  reshipment,  or  manufacture 
and  not  in  necessary  delay  or  accommodation  to  the  means  of  transportation. 

5882  “In  course  of  exportation”  determined  by  facts.— To  secure  exemp- 
tion from  tax  on  amounts  paid  for  the  transportation  of  property 

in  course  of  exportation,  it  is  necessary  that  proof  of  the  continuity  of  the 
movement  and  its  export  character  be  submitted.  Neither  the  intent  of  the 
shipper  nor  the  shipping  documents  alone  are  decisive  as  to  the  character  of  a 
shipment.  It  may  be  that  a shipper  intends  that  property  moving  in  com- 
merce ultimately  will  go  into  the  export  trade,  but  before  being  exported  he 
intends  it  will  be  subjected  to  manufacture  and  the  shipper  might  think  the 
movement  from  the  point  of  origin  to  the  point  of  manufacture  a part  of  the 
exportation  movement,  while  the  facts  show  it  to  be  clearly  a domestic 
movement  only.  In  such  case  the  inland  movement  of  the  property  from  the 
point  of  manufacture  to  the  point  of  export  may  be  under  a domestic  bill  of 
lading,  shipping  receipt,  or  through  bill  of  lading;  nevertheless,  if  the  property 
is  actually  exported,  the  movement  may  be  a continuous  one  and  the  shipping 
papers  would  not  provide  accurate  proof  as  to  the  true  character  of  the 
shipment.  Therefore,  it  is  necessary  that  adequate  proof  of  the  export  char- 
acter of  the  shipment  be  submitted  by  disclosing  that  the  shipper  had  on 
hand  at  the  time  the  movement  started  a contract,  order,  proposal  of  purchase 
or  other  written  evidence  of  intention  to  export  (such  other  written  evidence 
of  intention  to  export  to  be  one  year’s  estimated  requirements  determined  by 
averaging  the  quantity  exported  during  the  three  preceding  years  as  shown 
by  the  books  of  the  shipper  or  to  be  based  on  a firm  order)  for  delivery  of 
property  at  a‘ place  beyond  the  boundaries  of  the  United  States.  In  addition, 
it  is  necessary  that  proof  of  the  continuity  of  the  movement  be  made.  Such 
proof  of  the  export  character  of  the  shipment  and  of  the  continuity  of  the 
movement  will  be  provided  in  the  form  of  a “Temporary  Exemption  Certifi- 
cate” and  a “Certificate  of  Exportation,”  as  hereafter  provided,  which  will 
contain  the  necessary  information  and  connect  the  movement  from  the  point 
of  origin  with  the  movement  from  the  point  of  export.  Persons  who  have  a 
large  export  business  requiring  numerous  shipments  into  the  export  trade 
or  who  ship  property  into  export  through  pools  or  similar  arrangements  and 
who  find  that  the  nature  of  their  business  and  the  exigencies  of  transportation 
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require  that  shipments  made  from  a point  in  the  United  States  for  export  shall 
he  against  a consolidated  statement  of  their  foreign  requirements  may  avail 
themselves  of  the  “Foreign  Requirements  Certificate”  in  proof  of  the  char- 
acter of  such  shipments.  The  procedure  to  be  followed  in  case  the  “Foreign 
Requirements  Certificate”  is  used  is  hereafter  provided.  In  all  cases,  whether 
the  Foreign  Requirements  Certificate  is  availed  of  or  not,  each  shipment  in 
course  of  exportation  shall  be  covered  with  a Temporary  Exemption  Certifi- 
cate and  a Certificate  of  Exportation.  The  use  of  the  “Foreign  Requirements 
Certificate”  is  optional,  except  in  the  case  of  shippers  who  export  through 
pools  or  similar  arrangements. 

59  83  Tax  collected  where  Certificates  have  not  been  filed— Should  a case 
arise  where  the  movement  of  property  has  not  been  covered  with  the 
necessary  certificates,  as  provided  in  this  regulation,  the  carrier  shall  collect 
the  tax  and  the  aggrieved  party  shall  file  a claim  for  refund  of  the  tax  collected 
on  the  amount  paid  for  the  transportation  of  the  property. 

5984  Temporary  Exemption  Certificate.— Shippers  may  obtain  temporary 
exemption  from  tax  on  amounts  paid  for  the  transportation  of  property 

in  course  of  exportation  by  filing  with  the  carrier  a verified  certificate  according 
to  the  form  hereafter  set  forth  and  entitled  “Temporary  Exemption  Certifi- 
cate— Transportation  Tax.”  This  certificate  is  to  bear  date  prior  to  or  of 
the  day  the  shipment  moves  from  the  point  of  origin  and  conform  in  that 
respect  to  the  railroad’s  shipping  document. 

5985  In  the  case  of  prepaid  freight  the  Temporary  Exemption  Certificate 
shall  be  filed  with  the  agent  of  the  railroad  who  receives  payment  of  the 
freight  charges  and  it  is  his  authority  for  not  collecting  the  tax.  In  the  case 
of  shipments  where  the  freight  charges  are  collected  at  destination,  the  shipper 
shall  deliver  the  Temporary  Exemption  Certificate  to  the  billing  agent  of  the 
railroad  at  the  point  of  origin,  who  shall  forward  it  to  the  agent  of  the  carrier 
who  receives  the  payment  of  the  freight  charges  at  the  point  of  destination 
and  it  is  his  authority  for  not  collecting  the  tax. 

5986  The  Temporary  Exemption  Certificate  shall  contain  the  following 
information:  (1)  The  name  of  the  shipper,  (2)  commodity,  (3)  point 

of  export,  (4)  number,  date  or  other  identifying  feature  of  Foreign  Require- 
ments Certificate,  contract,  order,  proposal  of  purchase,  or  other  written 
evidence  of  intention  to  export  (as  heretofore  defined)  pursuant  to  which  the 
shipment  is  made,  (5)  car  number,  initial  and  weight  or  other  measure  of  the 
commodity  to  be  exported,  (6)  freight  charges,  and  (7)  foreign  destination  in 
case  of  isolated  or  single  shipments  where  the  Foreign  Requirements  Certifi- 
cate is  not  used. 

5987  Certificate  of  Exportation. — -The  Temporary  Exemption  Certificate 
filed  with  the  carrier  at  the  time  the  shipment  originates  does  not 

obtain  permanent  exemption  from  tax  on  amounts  paid  for  the  transportation 
of  such  shipment  and,  notwithstanding  the  Temporary  Exemption  Certificate, 
amounts  so  paid  are  subject  to  tax  unless  proof  of  exportation  is  made  in 
theTollowing  manner:  As  soon  as  the  shipment  has  been  delivered  to  the  trans- 
portation agency  for  movement  beyond  the  boundaries  of  the  United  States, 
the  shipper  shall  file  with  the^agent  of  the  carrier  who  has  in  his  possession  the 
Temporary  Exemption  Certificate  filed  to  cover  the  property  to  be  exported, 
a certificate  as  hereafter  set  forth  entitled  “Certificate  of  Exportation — 
Transportation  Tax, containing  ( a ) a statemenFsigned  by  the  master  of  the 
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vessel  receiving  tlie  cargo,  an  authorized  agent  of  the  ocean  carrier  or  a 
customs  official  at  border  points,  setting  forth  (1)  the  kind  of  property  and 
that  it  has  been  received  for  export  or  in  fact  exported,  (2)  quantity  by 
weight  or  other  measure,  (3)  place  of  foreign  destination,  (4)  name  of  the 
carrier,  (5)  number  or  other  identifying  feature  of  the  “Shipper’s  Export 
Declaration”  or  the  ocean  bill  of  lading;  and  ( b ) a statement  signed  by  the 
shipper  or  other  authorized  person  as  the  agent  in  charge  of  the  pool  showing 
(1)  the  kind  of  property,  (2)  car  number,  initial  and  weight  or  other  measure 
of  property  making  up  the  cargo,  (3)  the  amount  of  freight  charges  to  point  of 
export,  (4)  the  number  of  the  Temporary  Exemption  Certificate  or  Certifi- 
cates of  the  shipper,  (5)  reference  to  the  contract,  order,  proposal  of  purchase, 
or  other  written  evidence  of  intention  to  export  upon  which  the  shipment  is 
applied,  and  (6)  place  of  original  shipment. 

5988  Foreign  Requirements  Certificate. — The  “Foreign  Requirements 
Certificate,”  as  hereafter  set  forth,  may  be  used  in  case  the  shipper 

falls  into  one  of  the  classes  described  below: 

5989  ( a ) Shippers  engaged  in  an  export  business  which  requires  continuous 
shipments  to  a point  of  export  who  find  it  impracticable  from  the  nature  of 
their  business  or  from  the  exigencies  of  export  transportation  to  determine  at 
the  time  the  shipment  originates  the  particular  foreign  contract,  order,  or 
proposal  of  purchase  upon  which  it  is  intended  to  apply  the  shipment  or 
whether  it  should  be  applied  on  a firm  order — in  this  case  the  use  of  the 
Foreign  Requirements  Certificate  is  optional  with  the  shipper. 

5990  ( b ) Shippers  engaged  in  an  export  business  which  requires  shipments 
of  property  through  pools  or  similar  arrangements — in  this  case  the 

use  of  the  f oreign  Requirements  Certificate  is  mandatory. 

5991  In  either  (a)  or  (b)  a temporary  exemption  will  be  granted  on  ship- 
ments in  the  course  of  exportation  which  are  covered  by  Temporary 

Exemption  Certificates  when  such  Temporary  Exemption  Certificates  have 
been  issued  against  a verified  statement  entitled  “Foreign  Requirements 
Certificate — Transporation  Tax,”  filed  with  the  Collector  for  the  district  in 
which  the  shipper  has  his  principal  office  or  place  of  business.  The  Foreign 
Requirements  Certificate  shall  show  (1)  contracts,  orders,  proposals  of  pur- 
chase, or  other  written  evidence  of  intention  to  export  (such  other  written 
evidence  of  intention  to  export  to  be  one  year’s  estimated  requirements 
determined  by  averaging  the  three  preceding  years  as  shown  by  the  books  of 
the  shipper  or  to  be  based  on  a firm  order),  numbered  consecutively,  (2)  name 
of  shipper,  (3)  place  or  places  of  foreign  destination,  (4)  commodity,  (5)  point 
or  points  of  export,  and  (6)  the  number  or  other  identifying  feature  of  each 
contract,  order,  proposal  of  purchase  or  other  evidence  of  intention  to  export. 
This  Foreign  Requirements  Certificate  may  be  amended  or  it  may  be  super- 
seded when  necessary  by  a supplemental  certificate  of  foreign  requirements  in 
case  the  shipper  subsequently  enters  into  other  contracts  requiring  the 
exportation  of  a commodity. 

5992  The  final  exemption  from  the  tax  on  freight  charges  paid  on  property 
shipped  into  a pool  or  similar  arrangement,  a like  quantity  and 

grade  of  which  will  be  shipped  into  export,  will  only  be  granted  in  case  that 
property  has  been  shipped  from  an  interior  point  for  the  express  purpose  of 
entering  the  pool  for  export,  in  proof  of  which  the  shipper  in  such  case  must 
have  filed  the  Foreign  Requirements  Certificate,  and  shipments  made  pur- 
suant thereto  must  have  been  covered  by  Temporary  Exemption  Certificates, 
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and  an  equivalent  amount  of  property  must  have  been  exported  to  a des- 
tination stated  in  the  Certificate  of  Exportation,  as  herein  provided,  which 
Certificate  of  Exportation  must  also  refer  to  the  particular  foreign  contract, 
order,  proposal  of  purchase  or  other  written  evidence  of  intention  to  export 
pursuant  to  which  the  export  shipment  has  been  made. 

5993  In  the  case  of  property  shipped  from  the  pool  or  other  similar  arrange- 
ment into  Export,  no  exemption  from  the  tax  shall  be  allowed  for 

any  amount  of  property  so  exported  in  excess  of  the  amount  of  the  same 
grade  or  kind  of  property  in  the  pool  at  the  time  the  export  shipment  was  made 
and  for  which  a Temporary  Exemption  Certificate  or  Certificates  had 
been  filed  bearing  the  date  when  such  shipment  or  shipments  left  the  point 
of  origin  as  hereinbefore  provided. 

5994  Contracts  to  be  subject  to  inspection. — At  all  times  the  shipper  must 
keep  on  hand  subject  to  the  inspection  of  internal-revenue  officers, 

the  original  contracts,  orders,  proposals  of  purchase,  or  other  evidences  of 
intention  to  export  as  herein  defined,  against  which  Temporary  Exemption 
Certificates  have  been  filed  and  upon  which  the  verified  Foreign  Requirements 
Certificate  on  file  is  based.  Such  original  contracts,  orders,  proposals  of 
purchase,  or  other  evidences  of  intention  to  export  must  in  each  case  be  in 
writing  and  bear  the  same  number  as  that  given  in  the  Foreign  Requirements 
Certificate,  when  such  certificate  has  been  used.  In  no  case  will  an  exemption 
or  exceptions  exceed  in  amount  the  sum  which  would  have  been  due  except 
for  the  export  shipments  made  pursuant  to  the  contract,  order,  proposal  of 
purchase,  or  other  evidence  of  intention  to  export  which  is  retained  of  record. 

5995  Returns  by  carriers.— At  the  time  the  carriers  make  up  the  sum- 
maries of  taxes  collected  and  adjustments  made  as  provided  in  Article 

90  of  Reg.  49  [1(5895],  they  shall  also  prepare  a summary  showing  in  one 
column  the  shipments  for  which  tax  has  not  been  collected  on  amounts  paid 
for  transporation  by  reason  of  the  filing  of  Temporary  Exemption  Certificates 
balanced  in  the  other  column  by  Certificates  of  Exportation  filed  in  proof 
that  the  shipments  made  under  the  Temporary  Exemption  Certificates  have 
been  actually  exported.  In  case  all  the  Certificates  of  Exportation  have  not 
been  received  for  shipments  temporarily  exempted,  such  shipments  may  be 
carried  over  on  the  next  monthly  statement.  Should  the  Certificate  of 
Exportation  not  be  filed  for  the  shipments  temporarily  exempted  within  30 
days  after  such  shipment  has  arrived  at  destination,  the  carrier  shall  collect 
the  tax  unless  the  shipper  produces  proof  by  affidavit  that  the  property  is 
delayed  at  the  point  of  export  through  no  default  on  his  part,  but  solely  by 
reason  of  lack  of  transportation  due  to  causes  beyond  the  shipper’s  control. 
This  summary  shall  be  in  duplicate,  under  oath  and  filed  in  the  same  manner 
and  at  the  same  time  as  provided  for  the  return  of  tax  collections  in  Article  91 
of  Reg.  49  [1(5897].  The  carrier  in  submitting  the  summary  of  amounts 
received  for  transportation  of  property  temporarily  exempted  from  tax  shall 
include  a statement  showing  the  total  freight  receipts  for  the  month  and  the 
total  tax  due  thereon,  which  total  should  equal  the  sum  of  the  taxes  returned, 
plus  the  amount  of  the  temporary  exemptions,  subject,  however,  to  adjust- 
ments caused  by  shipments  into  export  through  pools  or  similar  arrangements. 

5996  Forms.— The  Certificates  herein  mentioned  may  be  had  upon  applica- 
tion to  Collectors  of  Internal  Revenue,  or  upon  application  to  the 
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Commissioner  of  Internal  Revenue,  Washington,  D.  C.,  and  should  be  referred 
to  as  follows: 

Form  798,  “Certificate  of  Exportation — Transportation  Tax.” 

Form  799, “Temporary  Exemption  Certificate — Transportation  Tax.” 

Form  800,  “Foreign  Requirements  Certificate — Transportation  Tax.” 

5997  Bunker  coal. — Amounts  paid  for  the  transportation  of  bunker  coal 
in  no  case  are  exempt  from  tax. 

EXAMPLES. 

5998  (1)  A lumber  shipper  intends  to  make  shipments  of  lumber  for 
export.  He  has  on  hand  a number  of  contracts  from  foreign  buyers, 

but  he  also  intends  to  make  shipments  on  the  estimate  of  his  foreign  agent 
and  his  own  judgment  of  foreign  trade  requirements  to  his  foreign  branch 
at  Antwerp.  He  determines  that  in  the  next  six  months  it  will  be  desirable 
to  export  1,000,000  feet  of  lumber  to  the  Antwerp  branch.  He  thereupon 
prepares  a statement  in  writing  setting  forth  the  estimate  of  his  foreign  agent 
and  his  intention  to  ship  during  the  next  six  months  1,000,000  feet  of  lumber 
to  his  foreign  branch  house  in  Belgium.  This  statement  is  signed  and  then 
filed  with  his  contracts  and  orders.  In  preparing  his  Foreign  Requirements 
Certificate  as  provided  in  this  regulation,  he  should  include  all  contracts, 
orders  and  proposals  of  purchase  which  he  may  have,  and  in  addition  the 
statement  concerning  the  proposed  shipments  to  his  foreign  branch  house. 
This  Foreign  Requirements  Certificate  is  then  filed  with  the  collector.  Upon 
thejfiling^of  the  Foreign  Requirements  Certificate  he  then  proceeds  to  make 
shipments  for  export  to  apply  upon  the  demands  of  any  of  the  foreign  require- 
ments mentioned  in  the  Foreign  Requirements  Certificate,  and  at  the  time 
of  each  shipment  of  the  property  pursuant  to  such  certificate,  he  files  with 
the  carrier  a Temporary  Exemption  Certificate  as  described,  referring  in  it  to 
the  Foreign  Requirements  Certificate  to  show  the  export  character  of  the 
shipment.  Freight  charges  on  all  such  shipments  will  be  exempt  from  the  tax, 
provided  proof  of  exportation  to  Antwerp  is  made. 

5999  (2)  A coal  mining  company  has  a contract  to  supply  10,000  tons 
of  coal  to  a dealer  in  Italy.  It  also  has  a branch  in  the  Argentine 

to  which  it  proposes  to  ship  150,000  tons  during  the  next  six  months.  The 
contract  with  the  Italian  concern  and  the  allotment  to  the  Argentine  branch 
are  shown  in  the  Foreign  Requirements  Certificate  which  has  been  filed  with 
the  collector  at  the  place  where  the  shipper  has  his  principal  place  of  business. 
The  coal  company  is  endeavoring  to  obtain  a ship  to  either  place,  but  before 
a ship  is  secured  it  ships  5,000  tons  of  coal  to  the  pool  at  an  Atlantic  port 
intending  to  export  that  amount  of  coal  to  either  place  by  the  first  ship  it 
can  obtain,  and  Temporary  Exemption  Certificates  as  herein  required  have 
been  filed  covering  this  tonnage  at  the  time  it  is  shipped.  After  the  arrival 
of  the  coal  a ship  is  secured  to  take  a cargo  to  Italy  and  it  is  loaded  with  5,000 
tons  of  coal  from  the  pool,  no  part  of  the  coal  making  up  the  cargo,  however, 
being  a part  of  the  shipment  which  entered  the  pool  exempt  from  the  tax 
pursuant  to  the  Temporary  Exemption  Certificate  covering  the  shipment  of 
the  5,000  tons,  but  the  coal  making  up  the  cargo  was  of  the  same  grade  and 
kind  as  that  shipped  under  the  Temporary  Exemption  Certificate.  The 
temporary  exemption  of  this  shipment  from  tax  becomes  permanent  upon  the 
filing  of  the  Certificate  of  Exportation  as  provided  in  this  regulation  and  the 
carrier  in  making  up  the  monthly  summary  need  not  check  the  shipment  by 
car  number,  but  merely  by  quantity. 
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6000  If  1 lie  shipper  had  secured  an  8,000-ton  vessel  and  loaded  6,000  tons 
of  coal  in  it  for  shipment  to  the  Italian  concern  and  there  were  only 

5,000  tons  of  coal  in  the  pool  from  which  exemption  from  tax  had  been 
secured  by  the  filing  of  the  Temporary  Exemption  Certificate  in  compliance 
with  this  regulation,  the  shipper  would  have  to  pay  the  transportation  tax 
on  the  1,000  tons  which  had  been  taken  from  the  pool  and  for  which  no 
Temporary  Exemption  Certificates  had  been  filed. 

6001  (3)  A miller  in  Minneapolis  has  a contract  for  the  shipment  of 
50,000  tons  of  flour  to  Italy.  He  purchases  grain  in  the  Northwestern 

States  for  the  purpose  of  milling  it  in  Minneapolis  and  shipping  the  flour 
milled  therefrom  to  Italy.  Amounts  paid  for  the  transportation  of  the  grain 
from  the  Northwestern  States  to  Minneapolis  are  not  exempt  from  the  tax. 
The  shipment  of  the  flour  to  Italy,  if  continuous  and  not  interrupted  at  any 
point  for  a business  purpose,  would,  of  course,  be  exempt  from  tax  if  the 
requirements  of  this  regulation  have  been  met. 

6002  (4)  An  oil  company  enters  into  a contract  to  sell  150,000  barrels  of 
oil  to  a firm  in  England.  It  has  large  tanks  at  a point  on  the  Eastern 

seaboard.  A shipment  of  oil  pursuant  to  the  contract  was  taken  from 
storage  tanks  at  the  port,  which  oil  had  been  previously  transported  to  the 
port  for  any  disposition  which  the  oil  company  deemed  expedient.  It 
might  have  been  shipped  by  vessel  to  New  England,  to  Norfolk,  to  a South 
American  country,  or  to  England.  Amounts  paid  for  the  transportation  of 
the  oil  from  interior  points  to  the  port  are  not  exempt  from  the  transportation 
tax  in  this  instance.  Another  shipment  of  oil  was  made  to  England,  pursuant 
to  the  contract,  in  anticipation  of  which  the  oil  company  had  instructed  its 
agents  at  the  interior  points  to  ship  the  required  quantity  of  oil  to  the  tanks 
at  the  point  of  exportation  for  the  express  purpose  of  meeting  the  requirements 
of  the  contract.  The  agents  then,  in  making  the  shipments  of  the  oil  as 
instructed  by  the  traffic  manager  of  the  oil  company,  filed  the  Temporary 
Exemption  Certificates  at  the  time  the  shipments  of  the  oil  to  make  up  the 
cargo  left  the  points  of  origin.  The  Temporary  Exemption  Certificates 
would,  of  course,  refer  to  the  Foreign  Requirements  Certificate.  Upon 
proof  of  exportation  as  required  in  this  regulation,  the  amounts  paid  for  the 
transportation  of  the  oil  to  the  port  would  be  permanently  exempted  from 
the  tax,  although  the  actual  oil  shipped  from  the  interior  points  did  not  go 
into  the  tanker  for  export  to  England. 

6003  (5)  A cotton  dealer  in  Charleston,  S.  C.,  purchases  large  quantities  of 
cotton  in  the  different  Southern  States.  The  cotton  so  purchased  in 

bales  is  shipped  to  Charleston,  where  it  is  placed  in  a warehouse  to 
be  graded,  compressed,  and  held  for  sale.  The  amounts  paid  for  freight 
for  the  transportation  of  the  cotton  from  the  points  in  the  Southern  States 
to  Charleston  are  not  exempt  from  the  transportation  tax.  However,  if  the 
dealer  has  on  hand  certain  contracts,  orders,  proposals  of  purchase,  or  other 
written  evidence  of  an  intention  to  export,  as  herein  defined,  for  the  sale  of 
cotton  in  foreign  countries  and  he  has  filed  with  the  collector  at  Charleston  a 
Foreign  Requirements  Certificate  and  the  cotton  after  it  is  received  at  Charles- 
ton is  only  subjected  to  such  treatment  as  is  necessary  to  prepare  it  for  ocean 
» carriage,  such  as  compression  or  rebaling,  and  is  not  held  there  for  any  other 
purpose,  and  is  shipped  by  the  first  available  ocean  carrier — in  other  words, 
if  the  course  of  exportation  is  continuous  from  the  interior  point  to  the  place 
of  foreign  destination,  with  only  such  handling  as  is  necessary  to  prepare  it  for 
ocean  carriage,  and  the  Temporary  Exemption  Certificates  have  been  filed 
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pursuant  to  the  Foreign  Requirements  Certificate  filed  with  the  collector, 
and  the  other  requirements  of  this  regulation  are  met— the  amounts  paid  for 
transportation  on  the  shipments  to  go  into  the  export  trade  are  exempt  from 

tax. 

6004  (6)  A shipper  consigning  freight  to  Mexico  learns  after  the  shipment 
has  reached  El  Paso  that  the  shipment  may  be  delayed  there  for  six 

months  because  of  conditions  in  Mexico,  orders  of  the  United  States  Govern- 
ment and  the  Mexican  authorities  and  that  it  will  be  impossible  to  obtain  tran- 
sportation to  carry  his  shipment  into  Mexico.  If  the  shipment  has  been  made 
under  a Temporary  Exemption  Certificate  to  avoid  having  to  pay  the  trans- 
portation tax,  he  should  file  with  the  carrier  having  in  its  possession  the  Tem- 
porary Exemption  Certificate  an  affidavit  stating  the  facts  and  that  the 
delay  is  due  to  no  default  on  his  part,  that  the  property  was  not  delayed  for  a 
business  purpose  and  was  due  solely  to  lack  of  transportation  caused  by  the 
action  of  the  authorities.  When  the  property  is  actually  exported,  proof  of 
exportation  shall  be  made. 

6005  (7)  A grain  broker  in  Baltimore  receives  a request  for  a quotation 
on  50,000  bushels  of  wheat  from  a firm  in  Liverpool.  Upon  quoting 

a price  to  the  firm  in  Liverpool  the  transaction  is  closed.  The  Baltimore 
grain  broker  has  not  50,000  bushels  of  grain  in  Baltimore  which  has  been 
shipped  under  a Temporary  Exemption  Certificate.  He  learns  that  another 
grain  broker  has  50,000  bushels  of  grain  en  route  to  Baltimore,  but  that  the 
shipment  is  not  moving  under  a Temporary  Exemption  Certificate,  although 
the  movement  from  the  primary  market  has  been  continuous.  The  broker 
having  the  contract  with  the  Liverpool  concern  purchases  the  50,000  bushels 
of  grain  while  it  is  in  transit  and  immediately  upon  its  arrival  in  Baltimore 
loads  it  on  a ship  bound  for  England.  The  tax  on  the  movement  from  the 
primary  market  to  the  port  at  Baltimore  should  be  collected  and  its  export 
character  determined  by  proof  in  a claim  for  refund  made  as  provided  in  the 
Revised  Statutes,  because  the  exemption  from  tax  on  amounts  paid  for  the 
transportation  of  property  in  such  circumstances  depends  upon  proof  which  is 
not  available  at  the  time  the  shipment  arrives  at  Baltimore  for  delivery  to  the 
ocean  carrier.  If,  in  the  same  circumstances,  the  grain  had  arrived  in 
Baltimore  and  had  been  held  there  before  being  purchased  by  the  broker 
having  the  contract  with  the  English  concern,  the  transportation  tax  would  be 
collected  on  the  amount  paid  for  the  shipment  from  the  primary  market  to  Bal- 
timore because  it  was  a domestic  movement,  the  shipment  having  been  made  to 
Baltimore  for  a business  purpose,  that  of  sale — the  grain  while  in  Baltimore 
being  subject  to  whatever  disposition  the  owner  cared  to  make  of  it.  (T.D. 
2889,  signed  by  Commissioner  Daniel  C.  Roper,  and  dated  July  16,  1919.) 

6006  Taxes  Collected  by  Carriers  on  Basis  of  Legally  Published  Rates 
Subsequently  Ordered  Reduced  by  Interstate  Commerce  Com- 
mission.— Upon  an  inquiry  received  from  the  United  States  Railroad  Adminis- 
tration, the  Bureau  of  Internal  Revenue  has  recently  ruled  that  where  taxes 
have  been  collected  by  carriers  on  the  basis  of  their  legally  published  rates  and 
such  rates  have  subsequently  been  declared  excessive  and  unreasonable,  and 
ordered  reduced  by  the  Interstate  Commerce  Commission,  reparation  pay- 
ments to  the  shippers  being  required,  the  carriers  making  the  reparation  pay- 
ments may  refund  the  amount  of  taxes  collected  on  the  charges  found  to  be 
excessive;  or  in  the  event  the  taxes  have  been  covered  into  the  Treasury,  the 
carrier  in  making  reparation  may  refund  the  tax  on  the  amount  found  to  be 
excessive  and  take  credit  for  the  same  against  amounts  included  in  any  subse- 
quent monthly  return.  (Announcement  authorized  by  the  Office  of  the 
Commissioner  of  Internal  Revenue  and  dated  August  22,  1919.) 
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(T.  D.  2917.) 

6007  In-transit  privileges,  export  shipments — modification  and  explanation 

5976  of  T.  D.  2889. — Application  of  the  provisions  of  T.  D.  2889  has 
developed  that  slight  changes  in  certain  of  its  administrative  features 

should  be  made,  and  that  further  instructions  for  its  application  be  issued,  in 
order  that  the  different  instrumentalities  affected  may  more  readily  comply 
with  it. 

6008  Article  13  of  Regulations  49,  as  amended  by  T.  D.  2889  [1(5977],  is 
5758  amended  to  read  as  follows: 

5977  ART.  13.  Taxable  charges — in  transit  privileges — It  is  the  practice 
of  some  carriers  in  the  collection  of  taxable  charges  in  connection  with 

in-transit  privileges  to  collect  the  local  rate  to  the  transit  point  and  at  the  time 
of  reshipment  from  the  in-transit  point  to  assess  the  balance  of  the  through 
rate,  while  it  is  the  practice  of  other  carriers  to  collect  the  local  rate  to  the  in- 
transit point  and  upon  reshipment  to  refund  such  local  rate,  thereupon  as- 
sessing the  through  rate  from  point  of  origin  to  final  destination.  Various 
other  adjustments  of  charges  are  common  in  connection  with  in-transit 
privileges. 

6009  In  the  case  of  shipments  passing  through  in-transit  points  there  are 
two  distinct  and  severable  movements,  (1)  from  the  point  of  origin  to 

the  in-transit  point,  and  (2)  from  the  in-transit  point  to  the  point  of  destina- 
tion. The  transportation  tax  is  assessed  upon  the  amount  actually  paid  for 
the  transportation  of  the  property  and  the  rules  governing  the  collection  of 
tax  in  three  typical  cases  are  as  follows: 

6010  First:  When  it  is  the  practice  of  the  carrier  to  charge  local  rate  on  a 

shipment  from  the  point  of  origin  to  the  in-transit  point  and  then  on 

the  movement  from  the  in-transit  point  to  destination  to  charge  the  balance 
of  the  through  rate,  there  would  be  no  adjustment  of  the  tax  on  the  first 
movement  and,  of  course,  no  adjustment  on  the  second  movement  because 
the  only  charges  paid  for  the  second  movement  are  the  balance  of  the  through 
rate.  In  case  the  second  movement  were  in  the  course  of  exportation  as  de- 
fined in  Article  15  of  T.  D.  2889,  charges  paid  for  the  transportation  of  the 
second  shipment  would  be  exempt  from  tax,  but  there  would  be  no  exemption 
or  adjustment  of  the  tax  on  any  amount  charged  for  the  transportation  of 
the  shipment  on  the  first  movement,  that  is,  from  the  point  of  origin  to  the  in- 
transit point; 

601 1 Second:  Where  it  is  the  practice  of  the  carrier  to  charge  the  local  rate 
from  the  point  of  origin  to  the  in-transit  point  and  also  to  charge  the 

local  rate  from  the  in-transit  point  to  destination,  and  subsequently  on  pre- 
sentation of  claim  by  the  shipper  to  refund  the  balance  between  the  sum  of 
the  locals  and  through  rate,  the  taxes  paid  on  the  two  movements  should  be 
adjusted  at  the  same  time  refund  is  made  to  the  shipper  of  part  of  the  freight 
charges  paid  and  credit  in  subsequent  monthly  returns  taken  therefor  pur- 
suant to  the  third  paragraph  of  section  502  of  the  Revenue  Act  of  1918.  In 
case  the  property  in  the  second  movement,  that  is,  from  the  in-transit  point, 
were  in  course  of  exportation,  no  tax  on  such  movement  would  be  collectible 
if  the  requirements  of  T.  D.  2889  have  been  complied  with.  However,  the 
tax  on  the  amount  paid  for  the  first  movement  after  adjustment  should  be 
collected  as  the  movement  from  the  point  of  origin  to  the  in-transit  point  is 
not  part  of  the  exportation  movement; 

6012  Third : Where  carriers  charge  the  local  rate  on  shipments  from  the 
point  of  origin  to  the  in-transit  point  and  then  on  the  movement  from 
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the  in-transit  point  to  the  point  of  destination  charge  the  through  rate  and 
on  claim  make  a refund  to  the  shipper.  Instances  of  this  kind  should  be 
disposed  of  as  in  the  second  case. 

60 1 3 Article  15  of  T.  D.  2889  [Tf5979]  remains  in  full  force  and  effect  except 
5760  as  herein  modified. 

5979  Instructions. — Before  any  shipper  intending  to  ship  property  into 

export  attempts  to  avail  himself  of  exemption  he  should,  first,  advise 
himself  as  to  the  law  as  provided  in  sections  500,  501  and  502  of  the  Revenue 
Act  of  1918,  second , as  to  the  contents  of  Regulations  49  providing  for  the 
application  of  the  transportation  tax  generally,  and  third , as  to  the  require- 
ments of  T.  D.  2889,  as  well  as  the  provisions  herein  contained. 

6014  A condition  precedent  to  anything  which  a shipper  or  consignee  may  do 
looking  toward  an  exemption  from  the  transportation  tax  is  that  the 

shipper  or  consignee  must  determine  whether  he  is  the  one  who  may  legally 
secure  an  exemption — the  person  entitled  to  the  exemption  in  the  case  of  the 
tax  on  freight  charges  on  bona  fide  exports  is  the  person  who  pays  the  freight 
charges.  He,  then,  is  the  person  to  file  the  Foreign  Requirements  Certifi- 
cate, when  required,  and  the  Temporary  Exemption  Certificate  and  the 
Certificate  of  Exportation. 

6015  It  is  to  be  remarked  that  in  the  case  of  all  shipments,  whether  through 
pools  or  similar  arrangements,  or  otherwise,  to  gain  even  a temporary 

exemption  each  shipment  must  he  covered  with  a Temporary  Exemption  Certi- 
ficate which  must  have  reference  to  a particular  contract,  or  to  the  Foreign 
Requirements  Certificate  setting  forth  the  different  demands  which  the  person 
paying  the  freight  charges  has  for  deliveries  in  foreign  places  and  unless  such 
person  has  foreign  requirements  as  described  herein  and  in  T.  D.  2889  he  cannot 
avail  himself  of  the  Temporary  Exemption  Certificate , and  if  he  does  he  is  viola- 
ting the  law . 

6016  This  however,  does  not  preclude  the  person  paying  the  freight  ch  - rges, 
who  has  his  place  of  business  at  a place  other  than  the  point  of  oi’gin, 

from  there  executing  the  Temporary  Exemption  Certificate  and  sending  it  to 
the  shipper  to  file  for  him  at  the  point  of  origin  or  from  authorizing  an  agent 
or  the  shipper  to  execute  the  Temporary  Exemption  Certificate  in  his  behalf 
and  filing  it  with  the  agent  of  the  carrier  at  the  originating  point. 

601  7 It  has  come  to  the  observation  of  the  Commissioner  that  in  some  cases 
persons  exporting  property  from  ports  or  places  contiguous  to  the 
seaboard  are  filing  Foreign  Requirements  Certificates  and  Temporary  Ex- 
emption Certificates  on  shipments  which  are  not  in  course  of  exportation.  T. 
D.  2889  carefully  defines  when  property  is  in  course  of  exportation  and  col- 
lectors, carriers  and  shippers  should  fully  inform  themselves  as  to  its  provisions. 
Property  shipped  to  a port  and  there  held  for  sale  is  not  in  course  of  exporta- 
tion. For  instance,  grain  or  flour  consigned  to  the  Grain  Corporation,  Food 
Administration,  charges  for  the  shipment  of  which  are  paid  by  the  person 
consigning  the  grain,  which  grain  or  flour  is  accumulated  by  the  Grain  Cor- 
poration for  subsequent  disposition  either  in  this  country  or  in  export  as 
evidenced  by  advertisements  appearing  in  the  newspapers  by  the  Grain  Cor- 
poration offering  flour  for  sale,  is  not  in  course  of  exportation.  The  property 
is  stopped  at  the  port  for  a business  purpose  and  cannot  be  deemed  to  have 
been  in  the  course  of  exportation  prior  to  the  time  it  actually  leaves  the  port 
where  it  has  been  assembled  by  the  Grain  Corporation,  therefore  amounts 
paid  for  its  transportation  to  the  port  are  not  exempt  from  tax  eitherjon^the 
ground  that  the  services  are  rendered  to  an  agency  of  the  United  States  or 
that  the  property  is  in  course  of  exportation. 
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60  18  Another  instance  is  that  where  grain  is  consigned  to  receivers  at  or 
near  ports  and  the  receivers  upon  receipt  of  the  grain  dry  it,  sort  it, 
clean  it,  grade  it  by  mixing  with  other  grain,  and  accumulate  it  in  large 
quantities  for  the  purpose  of  subsequently  selling  it  to  exporters.  This  grain 
has  come  to  rest.  It  has  been  held  for  a business  purpose.  The  movement 
through  the  port  to  export  will  not  have  been  continuous  and  the  grain  cannot 
be  said  to  be  in  the  course  of  exportation.  The  very  acts  performed  by  the 
receivers  describes  a business  and  the  exporter  purchasing  grain  from  such  a 
receiver,  and  the  receivers,  are  not  entitled  to  exemption  from  the  transporta- 
tion tax. 

601  9 In  T.  D.  2889  a “break”  is  defined  and  it  is  clearly  stated  when  pro- 
perty comes  “to  rest.”  It  is  said  that  when  a shipment  at  the  in- 
stance of  the  shipper  or  his  agent  is  stopped  or  the  property  comes  to  rest  for  a 
business  purpose  which  breaks  the  continuity  of  the  movement,  such  as  pri- 
vate sale,  storage,  grading,  sacking,  reshipment  or  manufacture  and  not  in 
necessary  delay  or  accommodation  to  the  means  of  transportation,  such  ship- 
ment is  not  in  the  course  of  exportation.  Therefore,  shipments  into  the 
United  States  from  Canada  or  Mexico  under  Customs  transportation  bond  are 
deemed  to  be  in  the  course  of  exportation  unless  and  until  they  are  delivered 
to  a warehouse  for  storage  and  subsequent  disposition  by  the  shipper,  in 
which  case  the  carriers  should  collect  the  tax  on  the  amounts  paid  for  its 
transportation,  unless  the  person  paying  the  freight  charges  files  an  affidavit 
that  the  shipments  are  delayed  due  to  a lack  of  transportation  beyond  the 
shipper’s  control,  as  provided  in  T.  D.  2889. 

6020  Although  recourse  to  the  Act  and  the  Regulations  will  solve  most  of 
the  questions  presented,  it  is  recognized  that  special  questions  will 

arise  requiring  submission  to  this  office  as  in  the  case  of  the  meaning  of  the 
word  “grading”  as  used  in  T.  D.  2889.  “Grading”  as  therein  used  has  refer- 
ence to  the  mixing  of  different  shipments  of  grain  for  the  purpose  of  obtaining 
a new  grade  and  does  not  have  reference  to  inspection  by  federal  licensees  or 
officials  of  the  Department  of  Agriculture  for  ascertaining  its  character  pur- 
suant to  the  Grain  Standards  Act. 

6021  Pools  or  Similar  Arrangements. — Pools  or  similar  arrangements  as 
contemplated  by  T.  D.  2889  include  physical  pools  such  as  grain 

elevators  used  to  transfer  grain  from  cars  to  vessels,  but  not  the  assembling  of 
grain  for  the  purpose  of  filling  orders  acquired  after  the  grain  has  arrived  at 
the  elevator;  oil  tanks  which  are  used  to  conduct  the  oil  or  gasoline  from  tank 
cars  to  vessels;  pools  such  as  are  conducted  by  the  Tidewater  Coal  Exchange 
and  the  Lake  exchanges  where  all  the  railroads  running  into  a given  harbor 
and  all  the  piers  in  such  harbor  are  a part  of  the  pool  from  which  the  author- 
ities in  charge  of  the  pool  draw  property  without  reference  to  its  prior  owner- 
ship or  points  of  origin  or  where  the  lines  of  a given  railroad  constitute  a pool; 
and  pools  where  private  shippers  have  a number  of  tracks  each  one  of  which  is 
used  for  a certain  grade  of  property  regardless  of  the  point  of  origin  of  the  ship- 
ments or  the  contracts  on  which  they  are  to  apply.  These  instances  are 
cited  to  inform  the  taxpayer  as  to  the  na'ture  of  pools.  Any  arrangements 
similar  in  character  to  these  come  under  the  provisions  of  T.  D 2889. 

6022  In  the  case  of  property  shipped  through  pools  or  similar  arrangements 
where  the  weight  of  the  property  shipped  and  the  freight  charges 

thereon  are  not  determined  until  after  the  shipment  has  reached  its  domestic 
destination  or  has  been  loaded  aboard  ship,  the  person  paying  the  transpor- 
tation charges  may  authorize  his  agent  at  the  point  of  origin  or  the  person 
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who  consigns  the  property  to  file  the  Temporary  Exemption  Certificate  com- 
plying with  all  its  requirements  except  weight,  freight  charges  and  the  tax, 
provided  it  shows  an  estimated  amount  of  the  total  tonnage  contained  in  the 
lot  of  cars  shown  and  the  carriers  are  authorized  to  accept  it  in  such  form. 

6023  Carriers  in  some  cases  do  not  provide  for  the  waybilling  of  cars  at 
the  point  of  origin  but  assemble  the  cars  from  numerous  places  to 

make  up  trains  at  a billing  point  where  the  waybills  are  prepared.and  the  cars 
billed  as  of  their  points  of  origin;  where  these  circumstances  obtain  the  person 
paying  the  freight  charges  may  prepare  the  Temporary  Exemption  Certificate 
at  his  office  and  from  there  mail  it  to  the  agent  of  the  carrier  who  collects  the 
amounts  charged  for  the  transportation  of  such  property  or  the  designated 
agent  of  the  carrier  as  hereafter  stated,  provided  the  Temporary  Exemption 
Certificates  bear  even  date  with  that  of  the  waybills,  and  provided  further , 
that  the  Temporary  Exemption  Certificate  is  received  by  the  agent  of  the 
carrier  before  the  shipment  reaches  the  pool. 

6024  When  property  has  been  shipped  into  pools  under  Temporary  Ex- 
emption Certificates  and  an  equivalent  tonnage  goes  into  export 

pursuant  to  the  requirements  of  T.  D.  2889,  the  Certificate  of  Exportation  in 
proof  of  the  exportation  of  the  quantities  covered  by  the  Temporary  Ex- 
emption Certificate  which  referred  to  the  Foreign  Requirements  Certificate, 
may  state,  in  lieu  of  car  number  and  initial,  the  total  number  of  tons  exported, 
but  such  tonnage  so  exported  must  be  of  the  same  grade  or  kind  as  that 
shipped  into  the  pool  under  the  Temporary  Exemption  Certificates,  that  is, 
if  the  property  shipped  from  the  pool  answers  the  requirements  of  the  con- 
tract against  which  it  is  applied  and  property  was  shipped  into  the  pool  for 
application  on  such  foreign  requirements,  the  demands  of  T.  D.  2889  have 
been  complied  with. 

6025  Carriers  at  some  of  the  seaports  in  agreement  with  shippers  have 
designated  “exchanges”,  herein  called  “pools”,  to  direct  exporting 

operations  and  with  full  authority  to  control  the  accounting  practice  in  the 
pool;  where  there  are  such  pools  the  shippers  or  trans-shippers  may  file 
their  Temporary  Exemption  Certificates  with  the  agent  of  the  pool  and  such 
agent  of  the  pool  may  execute  the  shipper’s  part  of  the  Certificate  of  Ex- 
portation on  behalf  of  such  shipper.  The  agent  of  the  pool  may  then  certify 
to  the  carrier,  if  all  the  requirements  of  T.  D.  2889  have  been  complied  with, 
at  the  same  time  he  informs  the  carrier  he  has  a vessel  for  a cargo,  that  freight 
charges  on  the  property  going  into  such  cargo  are  tax  exempt  and  such  certifi- 
cation is  authority  for  the  carrier  not  to  collect  the  tax. 

6026  Returns  by  Carriers. — In  lieu  of  the  summary  required  of  carriers  by 
T.  D.  2889,  it  will  be  sufficient  for  them  or  their  designated  agents  to 

keep  on  file  for  ready  reference  Temporary  Exemption  Certificates  and  the 
Certificates  of  Exportation.  Should  the  Certificate  of  Exportation  not  be 
filed  for  shipments  temporarily  exempted  within  thirty  days  after  such  ship- 
ments are  received  at  destination,  the  carrier  shall  collect  the  tax,  unless  the 
shipper  shall  submit  proof  by  affidavit  that  the  delay  was  occasioned  through 
no  fault  on  his  part,  but  solely  becasue  of  the  lack  of  transportation  facilities 
due  to  causes  beyond  his  control;  provided , that  in  the  case  of  shipments 
through  pools  where  there  are  continuous  shipments  being  received  into  the 
pool  and  shipments  into  export  continuously  being  made,  carriers  or  their 
designated  agents  will  be  required  only  to  keep  accounts  of  the  tonnage 
received  under  Temporary  Exemption  Certificates  and  shipments  made  into 
export  under  Certificates  of  Exportation  and  they  may  carry  forward  at  the 
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end  of  the  month  to  the  next  month  any  balance  of  shipments  made  under 
Temporary  Exemption  Certificates  which  have  not  actually  been  exported 
(in  equivalent  tonnage),  the  tax  to  be  collected  on  charges  paid  for  the  trans- 
portation of  such  balance  if  the  shipper  or  trans-shipper  has  made  no  ship- 
ments under  Temporary  Exemption  Certificates  into  the  pool  and  no  ship- 
ments covered  by  Certificates  of  Exportation  from  the  pool  within  a thirty- 
day  period.  The  shipper  or  trans-shipper,  of  course,  may  file  an  affidavit 
that  the  movement  of  the  balance  of  the  property  is  delayed  at  the  point  of 
export  by  reason  of  the  lack  of  transportation  due  to  no  fault  of  the  shipper. 

6027  Tax  Collected  Where  no  Certificates  Filed. — In  all  cases  where  the 
movement  of  property  has  been  continuous  from  the  point  of  origin  to 

the  point  of  exportation  and  in  due  course  exported,  but  such  shipments  have 
not  been  covered  with  the  necessary  Temporary  Exemption  Certificates  as 
provided  in  T.  D.  2889,  the  carrier  shall  collect  the  tax  and  the  party  paying 
the  freight  charges  may  file  a claim  for  refund  of  the  tax  collected  with  the 
Commissioner  of  Internal  Revenue.  Carriers  or  their  designated  agents  in 
charge  of  pools  must  promptly  deduct  from  shipments  temporarily  exempted 
cars  wrecked  or  confiscated  by  the  carriers. 

6028  Provisions  Herein  Retroactive.— The  attention  of  the  Bureau  has 
been  invited  to  the  fact  that  the  certificates  required  to  be  filed  by 

T.  D.  2889  were  not  immediately  available,  therefore  collectors,  carriers  and 
shippers  are  informed  that  practices  prevailing  prior  to  the  promulgation  of 
T.  D.  2889  shall  govern  the  tax  liability  of  all  shipments  originating  at  the 
instance  of  the  person  paying  the  freight  charges  up  to  the  time  the  certi- 
cates  were  available  at  the  office  of  the  Collector  of  his  district  and  for  one 
week  thereafter,  and  in  cases  arising  under  T.  D.  2889  after  the  one  week 
period  subsequent  to  the  receipt  of  the  certificates  by  the  Collector  to  a date 
one  week  subsequent  to  the  promulgation  of  this  T.  D.  where  persons  paying 
the  freight  charges  had  complied  substantially  with  the  provisions  of  T.  D. 
2889,  but  due  to  considerations  of  a practical  nature,  herein  remedied,  were 
not  granted  exemption,  the  carriers  and  their  designated  agents,  such  as  the 
“Exchanges”,  may  adjust  such  cases  having  regard  to  the  provisions  of  T. 
D.  2889  and  this  T.  D.,  giving  credit  to  the  person  paying  such  freight  charges 
for  bona  fide  export  shipments  made  during  such  periods  and  the  carrier  in 
turn  taking  credit  on  its  subsequent  monthly  return.  Proof  of  the  date  of 
the  receipt  of  the  certificates  should  be  made  by  the  person  paying  the  freight 
charges  to  the  carrier  by  obtaining  a certificate  from  the  collector  setting  forth 
the  date  on  which  certificates  were  received  by  him  and  available  for  dis- 
tribution. In  no  case  should  the  carriers  refund  cash,  even  if  demanded, 
but"  claims  for  cash  refund  should  be  made  to  the  Commissioner  of  Internal 
Revenue  on  Form  46.  Should  the  carriers  be  in  doubt  as  to  the  validity  of 
any  claim  so  arising  credit  should  not  be  given,  but  the  person  seeking  the 
credit  should  make  claim  for  refund  on  Form  46.  Nothing  herein  contained, 
however,  shall  be  construed  to  preclude  the  Commissioner  of  Internal  Re- 
venue from  at  any  time  inquiring  into  the  character  of  previous  shipments 
and  determining  that  they  were  not  in  fact  in  the  course  of  exportation  and 
subsequently  levying  and  collecting  the  tax  which  may  be  found  to  be  due 
thereon. 

6029  Claims  for  Refund. — In  submitting  claims  for  refund  on  Form  46  for 
taxes  alleged  to  have  been  erroneously  or  illegally  collected  on 

amounts  charged  for  the  transportation  of  property  the  claimant  should 
submit: 
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6030  1.  The  original  paid  freight  bills,  or  in  case  the  original  paid  freight 

bills  are  in  the  hands  of  some  other  agency  and  not  procurable,  a 
certificate  from  the  auditor  of  the  carrier  which  received  the  freight  charges 
and  collected  the  tax  as  follows: 

Serial  No 


TO  THE  COMMISSIONER  OF  INTERNAL  REVENUE: 

This  is  to  certify  that 

Name  of  person  paying  the 

on  

freight  charge  Date  of  payment 

paid Dollars  for  the  transportation  of  property  from.... 

to  , and 

Point  of  origin  Point  of  destination 

on  which  there  was  collected Dollars  tax,  and  that  there 

has  been refund  of  said  freight  charges 

If  ro  refund  of  all  or  any  part  of  state  “No” 

and refund  of  tax  and  that  no  certificate  has  heretofore 

If  no  refund  of  all  or  any  part  state  “No” 

been  given  to  said stating  the 

amount  of  said  freight  charges  and  tax  so  paid  for  presentation  to  the  Com- 
missioner of  Internal  Revenue,  and  that  there  will  not  thereafter  be  given 
another  certificate  for  the  amount  charged  on  this  shipment  for  presentation 
to  the  Commissioner  of  Internal  Revenue,  and  the  number  of  this  Certificate 
will  be  entered  in  a record  specially  kept  for  the  purpose  and  serially  numbered 
and  that  another  certificate  will  not  be  issued  therefor  except  on  authorization 
from  the  Commissioner  of  Internal  Revenue. 

(Signed) 

Carrier 


By 

Auditor 

and  in  additipn  thereto  a certificate  from  the  person  having  the  original 
freight  bill  stating  that  it  is  in  his  possession,  the  amount  of  the  freight 
charges  and  tax  appearing  thereon,  and  the  reason  for  its  retention  and  that 

he  has  marked  thereon,  “Certificate  No , issued  by 

, on , to 

Name  of  carrier  Date  Name  of  person  paying  freight  charges 

for  presentation  to  the  Commissioner  of  Internal  Revenue  in  claim  for  refund,” 
and  in  case  the  paid  freight  bill  has  been  lost  the  certificate  by  the  auditor 
of  the  carrier  should  be  submitted  with  an  affidavit  by  the  claimant  that  he 
has  made  diligent  search  for  such  paid  freight  bill  and  that  it  is  not  to  be  found, 
that  he  has  never  before  presented  claim  for  refund  for  tax  paid  on  such 
shipment  and  that  in  case  the  paid  freight  bill  is  found  it  will  be  forwarded 
promptly  to  the  Commissioner  of  Internal  Revenue  to  be  attached  to  the 
original  papers. 

6031  2.  The  original  contract,  certified  copy  thereof,  or  certified  extract 
therefrom  pursuant  to  which  the  property  in  question  was  shipped 

from  the  point  of  origin  to  point  of  exportation  destined  to  a foreign  country; 

6032  3.  An  affidavit  by  the  claimant  that  the  freight  moved  continuously 
from  point  of  origin  to  port  or  border  and  did  not  stop  for  business 

purposes,  private  sale,  manufacture,  or  for  any  reason  other  than  in  accom- 
modation to  the  means  of  transportation; 

6033  4.  A certified  copy  of  the  ship’s  receipt  or  other  evidence  of  delivery 
of  the  freight  to  a vessel  clearing  for  the  foreign  port  to  which  the 

property  was  destined,  or  if  destined  to  Canada  or  Mexico,  a certificate  of 
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the  customs  official  or  the  delivering  agent  of  the  transportation  company 
that  the  property  in  question  was  delivered  beyond  the  borders  of  the  United 
States. 

6034  Instructions  to  collectors  and  carriers.— rUhe  Revenue  Act  of  1918 
requires  the  carriers  to  collect  the  transportation  tax.  When  they  fail 
to  collect  the  tax  and  make  a return  thereof  on  amounts  charged  for  the 
transportation  of  property,  the  carrier  is  liable  for  the  amount  of  the  tax 
and  a penalty  of  fifty  per  cent  in  addition,  and  collectors  have  no  authority 
to  authorize  carriers  to  release  property  which  the  carriers  are  holding  for 
unpaid  taxes.  Carriers  should  ascertain  as  soon  as  circumstances  will  per- 
mit amounts  due  for  taxes  on  freight  charges  which  have  been  improperly 
exempted.  The  carrier  should  then  bill  the  shipper  for  the  amount  and  in  case 
the  shipper  fails  to  pay  it  within  10  days  the  carrier  should  certifiy  the 
amount  to  the  collector  of  his  district,  the  collector  in  turn  should  certify 
the  amount  to  the  Commissioner  of  Internal  Revenue,  who  will  declare 
the  taxes  due  and  payable  by  special  assessment  and  in  case  the  taxes  are  not 
paid  within  ten  days  thereafter  distraint  proceedings  will  be  taken  according 
to  law  to  collect  the  tax  so  found  due  and  payable.  (T.  D.  2917,  signed 
by  Commissioner  Daniel  C.  Roper,  and  dated  September  8,  1919.) 
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TAX  ON  ISSUANCE  OF  INSURANCE  POLICIES. 
IMPOSITION  OF  TAX 

6035  Article  1.  Use  of  terms. — When  used  in  these  regulations,  unless 
5518  obviously  inapplicable,  the  term  “act”  means  the  Revenue  Act  of 

1918;  the  term  “person”  includes  partnerships,  corporations,  and 
associations,  as  well  as  individuals;  the  term  “insurer”  includes  any  person, 
partnership,  corporation,  or  association  transacting  the  business  of  insuring 
and  also  any  agent  or  broker;  the  term  “insurance”  includes  all  manner  of 
providing  indemnity  against  risk  upon  lives  or  upon  property  of  any  des- 
cription (including  rents  and  profits),  whether  against  peril  by  sea  or  inland 
waters,  or  by  fire  or  lightning,  or  other  peril;  the  term  “policy  of  insurance” 
includes  any  instrument  by  whatever  name  it  is  called  whereby  insurance  is 
made  or  renewed  or  whereby  obligations  of  the  nature  of  indemnity  for  loss, 
damage,  or  liability  are  assumed  by  the  insurer,  such  as  binders,  open  poli- 
cies, covering  notes  or  policies;  the  term  “premium”  means  the  agreed  price 
for  assuming  and  carrying  the  risk  and  represents  all  that  is  receivable  by 
the  underwriter  therefor,  whether  in  one  sum  or  in  installments  during  the 
life  of  the  policy;  the  term  “United  States”  means  only  the  States,  Territories 
of  Alaska  and  Hawaii,  and  the  District  of  Columbia.  (See  Art.  5 for  defini- 
tion of  “delivery.”) 

6036  Art.  2.  Effective  date. — The  taxes  imposed  by  section  503  become 
effective  April  1,  1919.  All  taxes  under  this  section  are  in  lieu  of 

the  taxes  imposed  by  section  504  of  the  Revenue  Act  of  1917,  and  attach  to 
all  insurance  policies  issued  on  and  after  April  1,  1919,  and  no  tax  will  be 
asserted  under  any  prior  statute  on  any  policy  of  insurance  issued  on  and 
after  that  date,  except  that  in  the  case  of  any  tax  imposed  by  any  similar 
provision  of  the  Revenue  Act  of  1917,  such  provision  shall  remain  in  force 
until  April  1,  1919,  the  effective  date  of  the  new  tax,  and  thereafter  for  the 
collection  of  any  tax  or  penalty  due  thereunder  and  unpaid. 

6037  Art.  3.  Premiums  charged  on  policies  of  insurance  issued  prior  to 
April  1,  1919.— In  case  of  an  assessment  or  charge  in  the  nature  of  a 

premium,  whether  the  same  be  the  premium  originally  or  additionally, 
assessed  or  charged,  under  a policy  of  insurance  issued  on  or  after  November 
1,  1917,  but  prior  to  April  1,  1919,  and  assessed  or  charged  prior  to  the  latter 
date  but  collected  subsequent  to  that  date,  it  shall  be  held  to  be  a premium 
that  accrued  prior  to  April  1,  1919,  and  the  tax  shall  be  due  thereon  as  of  the 
issuance  of  the  policy  of  insurance  under  the  Revenue  Act  of  1917. 

6038  Art.  4.  Basis  of  tax. — The  tax  is  upon  the  “issuance  of  insurance 
policies.”  An  insurance  policy  is  issued  when  it  has  become  a bind- 
ing and  effective  contract  against  the  insurer.  The  insurance  policy  may 
consist  of  any  contract  whereby  insurance  is  made  or  renewed  or  whereby 
obligations  of  the  nature  of  indemnity  for  loss,  damage,  or  liability  are 
assumed  by  the  insurer. 

6039  Art.  5.  Policies  issued  outside  of  United  States. — The  tax  im- 

posed by  section  503  and  the  stamp  tax  imposed  by  subdivision 
15  of  Schedule  A of  TitleJXI  of  the  act  are*distinct  from  each  other,  but  no 
policy  is  subject  to  both  taxes.  Policies  issued  outside  of  the  United  States, 
but  not  subject  to  the  stamp  tax,  are  taxed  under  section  503  of  the  act, 
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upon  their  delivery  within  the  United  States  by  any  agent  or  broker,  whether 
acting  for  the  insurer  or  the  insured.  (See  art.  6 for  policies  subject  to  the 
stamp  tax.)  Delivery  is  held  to  mean  any  actual  or  physical  delivery  of  the 
policy  of  insurance  or  any  action  or  proceeding  which  is  sufficient  to  effect  a 
binding  contract  whereby  insurance  is  made  or  renewed  or  whereby  obli- 
gations in  the  nature  of  indemnity  for  loss,  damage,  or  liability  are  assumed . 
It  is  not  essential  that  delivery  of  a policy  he  made  to  the  insured.  If,  by 
agreement  or  understanding,  the  agent  of  the  insurer  or  any  other  person 
is  allowed  to  retain  the  policy  which  has  been  issued,  such  holder  of  the 
policy  will  be  regarded  as  holding  the  same  for  the  insured  and  delivery  will 
be  considered  as  complete. 

6040  Subdivision  15  of  Schedule  A of  Title  XI  of  the  Act  reads  as  follows: 
3544  On  each  policy  of  insurance,  or  certificate,  binder,  covering  note, 
3939  memorandum,  cablegram,  letter,  or  other  instrument  by  whatever 

name  called  whereby  insurance  is  made  or  renewed  upon  property 
within  the  United  States  (including  rents  and  profits)  against  peril  by  sea 
or  on  inland  waters  or  in  transit  on  land  (including  transshipments  and 
storage  at  termini  or  way  points)  or  by  fire,  lightning,  tornado,  windstorm, 
bombardment,  invasion,  insurrection,  or  riot,  issued  to  or  for  or  in  the  name 
of  a domestic  corporation  or  partnership  or  an  individual  resident  of  the 
United  States  by  any  foreign  corporation  or  partnership  or  any  individual 
not  a resident  of  the  United  States,  when  such  policy  or  other  instrument 
is  not  signed  or  countersigned  by  an  officer  or  agent  of  the  insurer  in  a State, 
Territory,  or  district  of  the  United  States  within  which  such  insurer  is 
authorized  to  do  business,  a tax  of  3 cents  on  each  dollar,  or  fractional  part 
thereof,  of  the  premium  charged:  Provided , That  policies  of  reinsurance 
shall  be  exempt  from  the  tax  imposed  by  this  subdivision. 

6041  Art.  6.  When  insurance  issued  abroad  subject  to  stamp  tax. — 

Any  policy  or  other  instrument  whereby  insurance  is  made  or 
renewed  upon  property  within  the  United  States,  issued  by  any  foreign 
corporation  or  partnership  or  any  individual  not  a resident  of  the  United 
States,  if  not  signed  or  countersigned  by  an  officer  or  agent  of  the  insurer  in 
the  State,  Territory,  or  district  of  the  United  States  within  which  such  in- 
surer is  authorized  to  do  business,  is  liable  to  the  stamp  tax  imposed  by 
subdivision  15  of  Schedule  A of  Title  XI.  (See  art.  2.)  It  should  be  noted 
that  the  stamp  tax  applies  only  to  policies  of  insurance  upon  property  within 
the  United  States,  issued  to  or  for  or  in  the  name  of  a domestic  corporation 
or  partnership  or  any  individual  not  a resident  of  the  United  States,  and 
that  any  policy  in  the  nature  of  life  or  other  nonproperty  insurance  is  taxable 
under  the  provisions  of  section  503  of  the  act. 

6042  Art.  7.  Residence  of  insured. — The  tax  is  imposed  upon  policies 

issued  within  the  United  States,  irrespective  of  the  residence  of  the 

insured  in  either  the  United  States  or  in  a foreign  country. 

6043  Art.  8.  Who  is  liable  for  the  tax. — The  insurer,  and  not  the  insured 

(or  broker  who  places  a risk  for  a client  with  an  insurer),  is  liable  for 

the  payment  of  the  tax;  but  in  the  case  of  policies  issued  outside  the  United 
States  (except  those  taxable  under  subdivision  15  of  Schedule  A of  Title  XI) 
and  delivered  within  the  United  States  by  any  agent  or  broker,  whether 
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acting  for  the  insurer  or  the  insured,  the  insurer,  or  agent,  or  broker  is 
liable  for  the  payment  of  the  tax.  See  article  5 for  definition  of  “delivery.” 
Any  agent  or  broker  through  whom  insurance  is  placed  with  a foreign  in- 
surance company  becomes  liable  to  the  tax  upon  the  making  of  the  contract 
of  insurance,  whether  notification  is  made  by  him  to  the  insured  or  by  the 
foreign  insurance  company  directly.  In  the  case  of  policies  taxable  under 
subdivision  15  of  Schedule  A of  Title  XI,  both  the  insurer  or  agent  or  broker 
and  the  insured  are  responsible  to  the  Government  for  affixing  and  canceling 
stamps  in  the  required  amount.  (See  Regulations  55,  art.  158.) 

LIFE  INSURANCE 

6044  Art.  9.  Computation  of  tax.— The  tax  is  equivalent  to  8 cents  on 
5519  each  $100  or  fractional  part  thereof  of  the  amount  for  which  any 

life  is  insured  under  any  policy  of  insurance.  The  amount  for  which 
any  life  is  insured,  except  in  the  case  of  group  insurance,  is  the  amount  to 
be  paid  in  case  of  death  at  any  time  for  any  ordinary  cause  regardless  of 
special  contingencies. 

6045  Art.  10.  Insurance  issued  in  compliance  with  privilege  of  conver- 
sion.— A certificate  or  other  instrument,  by  whatever  name  the  same 

is  called,  issued  to  a policy  holder  evidencing  additional  insurance  which 
he  is  entitled  to  under  an  option  in  the  policy  of  insurance  which  is  taken 
instead  of  a cash  dividend  is  not  a policy  of  insurance  or  other  instrument 
that  is  taxable  within  the  meaning  of  this  section. 

6046  Art.  11.  Industrial  or  weekly  or  monthly  payment  plan. — Life 
insurance  by  which  a life  is  insured  not  in  excess  of  $500,  on  the 

industrial  or  weekly  or  monthly  payment  plan  of  insurance  is  taxable  upon 
the  issuance  of  policies  and  the  tax  is  measured  by  the  first  weekly  or  monthly 
premium  charged  on  all  such  policies  of  insurance  and  is  40  per  centum  of  the 
first  weekly  premium  or  20  per  centum  of  the  first  monthly  premium,  as 
the  case  may  be.  Where  the  policy  upon  the  industrial  plan  of  payment 
exceeds  $500  the  tax  is  8 cents  on  each  $100  or  fractional  part  thereof  of  the 
amount  for  which  the  life  is  insured. 

6047  Art.  12.  Group  life  insurance. — In  the  case  of  group  life  insurance, 
covering  groups  of  not  less  than  25  lives  in  the  employ  of  the  same 

person,  for  the  benefit  of  persons  other  than  the  employer,  the  tax  is  im- 
posed upon  the  issuance  of  each  policy  of  insurance  and  is  measured  by  the 
aggregate  amount  for  which  the  group  policy  is  issued  and  any  net  increase 
in  the  amount  of  the  insurance  under  such  policy  being  equivalent  to  4 cents 
on  each  $100  thereof;  that  is  to  say,  the  measure  of  tax  is,  first,  the  aggregate 
amount  for  which  the  group  policy  is  issued  and,  second,  any  net  increase  in 
the  amount  of  the  insurance  under  such  policy.  The  words  “net  increase” 
shall,  for  the  purposes  of  the  tax,  be  held  to  mean  any  subsequent  net  in- 
crease in  the  amount  of  insurance  for  which  the  group  policy  is  issued;  for 
instance,  if  the  amount  for  which  the  group  policy  is  issued  suffers  a n 
increase  in  the  amount  of  insurance  covered  thereby,  the  sum  of  such  net 
increase  and  the  amount  for  which  the  policy  was  originally  issued  shall  be 
the  basis  for  the  purpose  of  measuring  the  tax  under  such  policy,  and  if  such 
policy  shall  again  suffer  a net  increase  beyond  the  amount  last  established, 
such  new  net  increase  shall  be  the  measure  of  additional  tax;  but  no  refund 
of  tax  will  be  allowed  for  any  decrease  from  any  net  increase  or  the  amount 
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ot  insurance  provided  for  under  such  a policy  of  insurance;  the  “amount  for 
which  any  life  is  insured”  in  the  case  of  group  insurance  is  the  aggregate 
amount  for  which  the  policy  is  issued  whether  such  amount  be  named  in  the 
policy  or  some  other  instrument  having  reference  to  the  policy  or  supple- 
mental thereto. 

6048  Art.  13.  Life,  health,  and  accident  insurance. — In  the  case  of  life, 
health,  and  accident  insurance  combined  in  one  policy  by  which  a 

life  is  insured  not  in  excess  of  $500,  on  the  industrial  or  weekly  or  monthly 
payment  plan  of  insurance,  the  tax  is  imposed  upon  the  issuance  of  all 
policies  of  either  plan  and  is  measured  by  the  first  weekly  or  monthly 
premium  charged  on  all  such  policies  of  insurance  in  an  amount  equivalent 
to  40  per  centum  of  the  amount  of  the  first  weekly  premium  or  20  per  centum 
of  the  amount  of  the  first  monthly  premium,  as  the  case  may  be.  Combined 
policies  of  life,  health,  and  accident  insurance,  in  an  amount  in  excess  of 
$500,  are  taxable  (a)  as  separate  contracts  if  the  premium  charged  is  ex- 
pressly apportioned  and  (b)  as  both  casualty  policies  and  life  policies  if  the 
premium  charged  is  greater  than  for  either  kind  of  insurance  separately  and 
is  not  apportioned. 

MARINE,  INLAND  AND  FIRE  INSURANCE 

6049  Art.  14.  Computation  of  tax. — In  the  case  of  marine,  inland,  and 
5520  fire  insurance  the  tax  is  imposed  upon  the  issuance  of  each  policy  of 

insurance  and  is  measured  by  the  premium  charged  under  each 
policy  of  insurance,  and  is  equivalent  to  1 cent  on  each  $1  or  fractional  part 
thereof  of  the  premium  charged,  and  of  any  additional  assessment  or  charge 
in  the  nature  of  a premium  upon  insurance  made  or  renewed;  for  example, 
upon  a premium  charge  of  $10.10  the  tax  imposed  is  11  cents,  being  1 cent 
for  each  dollar  and  1 cent  for  the  fractional  part  of  a dollar.  The  tax  attaches 
to  the  full  amount  of  the  premium  charged  even  though  at  a later  date  a por- 
tion of  the  amount  may  be  returned  to  the  insured  as  a dividend  or  other  net 
saving  of  premium.  A note  given  to  a mutual  insurance  company  to  cover 
the  maximum  liability  of  the  insured,  not  in  payment  of  premiums  or  assess- 
ments but  as  a form  of  security  for  the  payment  of  assessments  as  they  are 
made,  the  exact  amount  of  the  premium  to  carry  the  insurance  not  being 
definitely  known,  should  not  be  the  basis  of  assessment  of  the  tax,  but  the 
tax  should  in  such  a case  be  computed  upon  the  amount  of  the  assessments 
as  they  are  made.  Where  mutual  or  cooperative  companies  require  from 
policyholders  upon  the  issuance  of  policies  (a)  so-called  premium  deposits 
largely  in  excess  of  the  estimated  cost  of  the  insurance  and  refund  the  excess 
over  the  actual  cost  upon  the  expiration  of  the  policy  of  insurance,  or  ( b ) 
notes  evidencing  the  estimate  of  the  policyholder’s  liability  and  also  a cash 
percentage  of  the  notes  representing  as  nearly  as  may  be  the  cost  of  the  in- 
surance, the  tax  should  originally  be  paid  upon  the  estimated  premium  on 
each  policy  computed  on  an  experience  basis  subject  to  final  adjustment  of 
the  tax  by  debit  or  credit,  as  the  case  may  be,  in  the  return  for  the  month 
when  the  premium  is  determined. 

6050  Art.  15.  Premium  charged. — The  premium  charged  is  the  total 
premium  payable  during  the  life  of  the  contract  of  insurance  and 

includes  any  additional  assessments  or  charges  in  the  nature  of  a premium 
which  may  be  assessed  or  charged  during  the  life  of  the  contract  of  insurance 
whether  payable  in  one  sum  or  installments,  and  however  paid. 
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6051  Art.  16.  Binders. — On  hinders  or  other  instruments  issued  with- 
out a definite  agreement  as  to  the  premium  to  he  charged  the  tax 

attaches  when  the  amount  of  the  premium  is  determined.  If  the  premium 
is  charged  at  the  time  the  hinder  is  issued  the  tax  immediately  attaches; 
and  if  the  hinder  is  divided  into  a number  of  different  policies,  issued  hy 
separate  insurers  as  direct  insurance,  each  insurer  must  make  return  with 
respect  to  the  proportion  of  the  premium  charged  by  it. 

6052  Art.  17.  Insurance  on  commodities  exported. — No  tax  is  imposed 
upon  the  premium  charged  for  insurance  issued  to  cover  commodi- 
ties which  are  in  the  actual  process  of  exportation  and  which  have  begun 
their  voyage  or  preparation  for  the  voyage  from  the  United  States.  If  a 
policy  of  insurance  or  other  instrument  is  issued  covering  both  export  and 
nonexport  property,  the  tax  will  be  computed  upon  the  full  amount  of  the 
premium  charged,  unless  such  instrument  clearly  indicates  the  property  for 
export  and  the  premium  charged  for  the  insurance  thereon. 

CASUALTY  INSURANCE 

6053  Art.  18.  Scope  of  tax. — For  the  purpose  of  the  tax  casualty  insur- 
5521  ance  includes  every  policy  of  insurance  or  obligation  of  the  nature  of 

indemnity  for  loss,  damage,  or  liability  issued  or  executed  or  renewed 
hy  any  person  transacting  any  kind  of  insurance  except  life  insurance 
and  insurance  described  and  taxed  in  the  preceding  subdivision,  and  except 
bonds  and  policies  taxable  under  subdivision  (2)  of  schedule  A of  Title  XI. 
The  subdivision  of  schedule  A referred  to  reads  as  follows: 

Bonds,  indemnity  and  surety:  On  all  bonds  executed  for  indemnifying  any 
person  who  shall  have  become  bound  or  engaged  as  surety,  and  on  all  bonds 
executed  for  the  due  execution  or  performance  of  any  contract,  obligation, 
or  requirement,  or  the  duties  of  any  office  or  position,  and  to  account  for 
money  received  by  virtue  thereof,  and  on  all  policies  of  guaranty  and  fidelity 
insurance,  including  policies  guaranteeing  titles  to  real  estate  and  mortgage 
guarantee  policies,  and  on  all  other  bonds  of  any  description,  made,  issued, 
or  executed,  not  otherwise  provided  for  in  this  schedule,  except  such  as  may 
be  required  in  legal  proceedings,  50  cents:  Provided , That  where  a premium 
is  charged  for  the  issuance,  execution,  renewal  or  continuance  of  such  bond 
the  tax  shall  be  1 cent  on  each  dollar  or  fractional  part  thereof  of  the  pre- 
mium charge:  Provided  further,  That  policies  of  reinsurance  shall  be  exempt 
from  the  tax  imposed  by  this  subdivision. 

6054  See  Regulations  55  [^3799]  regarding  stamp  taxes  imposed  by  Title 
XI . 

6055  Art.  19.  Computation  of  tax. — In  the  case  of  policies  issued  under 
paragraph  ( c ) the  tax  imposed  upon  the  issuance  of  each  policy  of 

insurance  is  measured  by  the  premium  charged  and  is  equivalent  to  1 cent 
on  each  dollar  or  fractional  part  thereof  of  the  premium  charged  or  of  any 
additional  assessment  or  premiuirTcharge  upon  any  policy  of  insurance. 

6056  Art.  20.  Industrial  or  weekly  or  monthly  payment  plan. — In  the 

case  of  casualty  insurance  on  the  industrial  or  weekly  or  monthly 
payment  plan,  the  tax  is  imposed  upon  the  issuance  of  all ’ policies  under 
either  plan  and  is  measured  by  theffirstjweekly  or  monthly  premium  charged 

1194  TAX 


{ 


( 


WAR 


UTILITIES  AND  INSURANCE  REGULATIONS. 


on  all  such  policies  of  insurance  in  an  amount  equivalent  to  40  per  centum 
of  the  amount  of  the  first  weekly  premium,  or  20  per  centum  of  the  amount 
of  the  first  monthly  premium,  as  the  case  may  be. 

EXEMPTIONS 

6057  Art.  21.  Insurers  exempt  from  tax. — Insurers  exempt  from  income 

5522  tax  under  section  231  of  the  act  are  also  exempt  from  the  payment  of 
the  excise  tax  upon  the  issuance  of  insurance  policies  imposed  by  sec- 
tion 503.  Policies  of  insurance  issued  by  farmers’  or  other  mutual  hail, 
cyclone,  or  fire  insurance  companies  or  like  organization  of  purely  local 
character,  the  income  of  which  consists  solely  of  assessments,  dues  and  fees 
collected  from  members  for  the  sole  purpose  of  meeting  expenses  are  not 
subject  to  the  excise  tax.  Where  a farmers’  or  other  mutual,  hail,  cyclone, 
fire,  or  other  insurance  company  is  not  of  a purely  local  character  or  has  in- 
come from  investments  in  bonds,  mortgages,  etc.,  it  is  not  exempt  from 
income  tax  and  accordingly  is  not  exempt  from  the  excise  tax  imposed  by 
section  503.  A fraternal  beneficiary  society,  order,  or  association  operating 
under  the  lodge  system  or  for  the  exclusive  benefit  of  the  members  of  a 
fraternity  itself  operating  under  the  lodge  system  and  providing  for  the  pay- 
ment of  life,  sick,  accident,  or  other  benefits  to  the  members  of  such  society, 
order,  or  association  or  their  dependents  is  exempt  from  income  tax  and  also 
from  the  excise  tax. 

6058  Art.  22.  Reinsurance. — The  tax  does  not  attach  on  amounts 
charged  as  premiums  on  policies  of  reinsurance.  When  an  insurer 

reinsures  the  risk  of  another  insurer  the  transaction  is  termed  reinsurance 
and  is  not  taxable. 

6059  Art.  23.  War  Risk  Insurance  Bureau. — The  tax  imposed  by  sec- 
tion 503  of  the  act  does  not  apply  to  soldiers’  and  sailors’  insurance 

written  by  the  War  Risk  Insurance  Bureau. 

RETURN  AND  PAYMENT  OF  TAX 

6060  Art.  24.  Monthly  returns. — Any  insurer,  agent,  or  broker,  liable 

5523  for  the  tax  imposed  by  section  503  of  the  act  must  make  return 
8013  each  month,  and  under  oath  (unless  the  amount  of  the  tax  covered 

thereby  is  not  in  excess  of  $10,  in  which  case  the  return  may  be 
signed  or  acknowledged  before  two  witnesses  instead  of  under  oath),  to 
the  collector  of  internal  revenue  for  the  district  in  which  the  principal  place 
of  business  of  said  insurer,  agent  or  broker  is  located;  except  that  in  the 
case  of  insurers  having  more  than  one  department  and  located  in  different 
collection  districts  each  department  will  be  permitted  to  make  return  for  the 
business  transacted  by  it  to  the  collector  of  the  district  in  which  the  depart- 
ment is  located;  but  it  is  desirable  to  prevent  multiplicity  of  reports  so  far  as 
possible. 

6061  Art.  25.  Date  when  due. — The  amount  of  tax  is  to  be  computed 
upon  the  premiums  charged  under  each  policy,  the  reports  of  which 

were  received  by  the  insurer  at  its  principal  place  of  business  (or  at  the 
place  of  business  of  the  department  of  the  insurer  making  a separate  return 
to  the  collector  for  the  district  wherein  such  department  is  located),  dur- 
ing the  month  for  which  the  return  is  made;  and  the  return  for  each  month 
is  to  be  rendered  and  the  tax  paid  on  or  before  the  last  day  of  the  succeed- 
ing month  covering  taxes  accruing  during  the  preceding  month.  It  is 
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not  necessary  to  delay  a return  until  all  the  policies  issued  during  the  month 
have  been  entered  upon  the  books  of  the  insurer,  but  the  insurer’s  records 
should  disclose  policies  reported  whereon  premiums  have  been  charged 
to  the  last  day  of  the  month  for  which  the  return  is  made. 

6062  Art.  26.  Forms.  -The  return  is  to  be  made  on  Form  730  (revised) 
[page  1159]  and  blank  forms  for  making  return  may  be  had  upon 

application  to  the  commissioner  or  to  the  collector  of  internal  revenue  of 
any  district. 

6063  Art.  27.  Taxpayer’s  records. — Only  the  gross  tax  returnable,  the 
total  credits,  and  the  net  amount  of  tax  payable  should  be  entered 

in  the  return.  It  is  not  necessary  to  show  the  name  and  address  of  each 
person  to  whom  a policy  is  issued,  nor  is  it  necessary  to  submit  a list  of  all 
cancellations,  returned  premiums,  or  overpayments  for  which  credit  is 
claimed  on  the  return;  but  each  insurer  must  keep  his  records  and  accounts 
in  such  manner  as  to  afford  an  easy  method  of  examination  and  verification 
of  the  correctness  of  each  return  as  made. 

6C64  Art.  28.  Payment  of  tax.— The  remittance  of  the  amount  of  the 
tax  must  accompany  the  return  as  and  when  made. 

CREDITS  AND  REFUNDS 

6065  Art.  29.  Credit  for  overpayment. — A taxpayer  may  take  credit  in 
8014  a subsequent  month’s  return  for  any  overpayment  of  tax  for  a 
prior  month.  Where  a policy  has  been  issued  upon  which  there  was 
charged  an  amount  of  premium  which  is  afterwards  determined  to  have 
been  incorrect,  and  refund  is  made  of  the  amount  of  the  excess  premium 
paid,  the  taxpayer  may  deduct  from  the  tax  return  of  a subsequent  month 
the  amount  of  tax  previously  paid  upon  the  portion  of  the  premium  so 
returned.  Where  a policy  of  insurance  has  been  issued  and  tax  paid  upon 
the  premium  charged  and  such  policy  is  according  to  law  or  the  term  of 
the  contract  of  insurance,  afterwards  canceled  and  the  unearned  portion 
of  the  premium  charged  is  returned  to  the  insured,  the  taxpayer  may  deduct 
from  the  tax  return  of  a subsequent  month  the  amount  of  tax  previously 
paid  upon  the  portion  of  the  premium  so  returned.  If  a policy  of  insurance 
issued  prior  to  April  1,  1919,  and  thus  taxed  under  section  504  of  the  Reve- 
nue Act  of  1917  is  canceled  on  or  after  that  date,  credit  may  be  taken  in 
the  same  manner  as  though  the  policy  of  insurance  had  been  issued  on  or 
after  April  1,  1919.  But  any  other  claim  for  refund  of  tax  paid  under  the 
1917  Act  will  continue  to  be  made  on  Form  46.  In  case  an  error  or  omis- 
sion is  discovered  in  any  prior  month’s  return,  the  amount  of  the  tax  found 
to  be  due  because  of  such  error  or  omission  shall  be  included  in  the  return 
for  the  month  in  which  the  discovery  of  error  or  omission  is  made.  Rein- 
surance premiums  are  not  subject  to  the  tax,  and  return  payment  premiums 
or  cancellations  on  same  are  not  to  be  considered  as  credits. 

EXTENSION,  OF  EXISTING  STATUTES 

6C66  Subdivision  (b)  of  Section  1400  of  Title  XIV. — General  Provisions 
of  the  Act  reads  as  follows:  Sec.  1400  (b)  [If 8127  and  1f8130]:  Sec. 
1305  [1(8002  to  8004]. 
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60  67  Art.  30.  Requiring  taxpayer  to  keep  records,  etc. — In  col- 

8127  lecting  the  tax  the  commissioner  has  the  benefit  of  all  existing  in- 
8130  ternal-revenue  laws.  In  aid  of  the  enforcement  of  the  statute  the 
8002  commissioner  may  require  any  person  subject  to  the  tax  to  keep 
specified  records,  to  render  returns  and  statements  as  directed,  to 
submit  himself  and  his  books  to  examination,  and  to  comply  with  such 
regulations  as  may  be  prescribed. 

MEDIUM  OF  PAYMENT  OF  TAX 

6068  Art.  31.  Payment  of  tax  by  uncertified  checks.— Collectors 
8017  may  accept  uncertified  checks  in  payment  of  taxes,  provided  such 
checks  are  collectible  at  par;  that  is,  for  their  full  amount  without  any 
deduction  for  exchange  or  other  charges.  The  collector  will  stamp  on  the 
face  of  each  check  before  deposit  the  words  “This  check  is  in  payment  of 
an  obligation  to  the  United  States  and  must  be  paid  at  par,  no  protest,” 
with  his  name  and  title.  The  day  on  which  the  collector  receives  the  check 
will  be  considered  the  date  of  payment  so  far  as  the  taxpayer  is  concerned 
unless  the  check  is  returned  dishonored.  If  one  check  is  remitted  to  cover 
two  or  more  persons’  taxes,  the  remittance  must  be  accompanied  by  a 
letter  of  transmittal  stating  (a)  the  name  of  the  drawer  of  the  check;  (b)  the 
amount  of  the  check;  (c)  the  amount  of  any  cash,  money  order,  or  other 
instrument  included  in  the  same  letter  of  transmittal;  (d)  the  name  of 
each  person  whose  tax  is  to  be  paid  by  the  remittance;  (e)  the  amount 
of  the  payment  on  account  of  each  person;  and  (f)  the  kind  of  tax  paid. 

6069  Art.  32.  Procedure  with  respect  to  dishonored  checks. — If 

the  bank  on  which  any  such  check  is  drawn  should  refuse  to  pay  it 
at  par,  the  check  should  be  returned  through  the  depositary  bank  and  be 
treated  in  the  same  manner  as  a bad  check.  All  expenses  incident  to  the 
attempt  to  collect  such  a check  and  the  return  of  it  through  the  de- 
positary bank  must  be  paid  by  the  drawer  of  the  check  to  the  bank  on 
which  it  is  drawn,  since  no  deduction  can  be  made  from  amounts  received 
in  payment  of  taxes.  See  section  3210  of  the  revised  statutes.  If  any 
taxpayer  whose  check  has  been  returned  uncollected  by  the  depositary 
bank  should  fail  at  once  to  make  the  check  good,  the  collector  should  proceed 
to  collect  the  tax  as  though  no  check  had  been  given.  A taxpayer  who  tenders 
a certified  check  in  payment  for  taxes  is  also  not  released  from  his  obliga- 
tion until  the  check  has  been  paid.  See  chapter  191  of  the  act  of  March 
2,  1911. 

6070  Penalties.— If 5524;  1f8087-8088;  H8008-8011. 

AUTHORITY  FOR  REGULATIONS 
60  71  Art.  33.  Promulgation  of  Regulations. — In  pursuance  of  the 
8012  statute  the  foregoing  regulations  are  hereby  made  and  promulgated, 
and  all  rulings  inconsistent  herewith  are  hereby  revoked. 

DANIEL  C.  ROPER., 

COMMISSIONER  OF  INTERNAL  REVENUE. 

Approved  September  6,  1919.  (Released  September  13,  1919.) 
CARTER  GLASS, 

SECRETARY  OF  THE  TREASURY. 
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6072  Transportation  Tax, — Exemption  of  exports;  form,  use,  and 
597p  filing  of  certificates  under  T.  D.  2889  and  T.  D.  2917.—' Treas- 

uvy  Decisions  2889  Cl  5976)  and  2917  (^0007),  as  to  exemption  of 
exports,  'are  modified  as  follows: 

6.073  (l)In  case  a shipper  finds  the  form  of  the  temporary  exemption 
certificate,  as  hitherto  provided,  not  adapted  to  his  purposes,  he 
may  prepare  one  suitable  for  his  particular  business  and  furnish  it  at  his 
own  expense,  provided  the  form  used  by  him  shall  contain  all  of  the  es- 
sential facts  called  for  in  T.  D.  2889  and  in  the  form  hitherto  provided, 
arranged  in  such  order  as  to  deviate  as  little  as  possible  from  the  form 
hitherto  provided  and  yet  be  adapted  to  the  needs  of  the  particular  shipper. 
Where'  shipments  are  not  made  against  a foreign  requirements  certificate, 
and  not  made  through  pools  or  similar  arrangements,  but  against  particular 
contracts  or  orders,  the  temporary  exemption  certificate  need  not  be  sworn  to 
60  74  (2)  Where  all  the  information  required  in  a temporary  exemption 

certificate  is  filled  in  except  number  and  date  of  waybills,  weight, 
freight  charges,  or  amount  of  tax,  the  carrier  is  authorized  to  accept  it, 
provided  the  carrier  completes  the  temporary  exemption  certificate  when 
the  further  information  therein  required  is  available,  and  provided  the 
property  constituting  the  shipment  is  described  in  a manner  adequate  to 
identify  it. 

60  75  (3)  The  purpose  of  the  certificate  of  exportation  is  to  prove  that 

the  property  described  in  the  temporary  exemption  certificate 
has  actually  been  exported.  If  the  form  hitherto  prescribed  does  not  meet 
the  needs  of  a shipper,  the  same  limited  deviation  hereinbefore  authorized 
with  reference  to  the  temporary  exemption  certificate  is  authorized  with 
reference  to  such  certificates  of  exportation. 

6076  (4)  The  certificate  of  exportation  hitherto  required  to  be  executed 
by  the  agent  of  the  ocean  carrier,  the  captain  of  the  vessel,  or  a 

customs  official,  may  now  be  executed  by  the  persons  entitled  to  exemption, 
provided  the  person  so  entitled  to  'exemption  has  in  his  possession  a mem- 
orandum from  the  agent  of  the  ocean  carrier,  the  captain  of  the  vessel,  or 
a customs  official,  showing  that  the  goods  have  been  exported,  and  provided 
such  memorandum  is  retained  in  such  manner  as  to  be  readily  available 
for  the  inspection  of  internal  revenue  agents.  Carriers  are  authorized  to 
accept  certificates  prepared  in  this  manner  by  persons  entitled  to  exemption. 

6077  (5)  In  case  of  charges  for  transportation  of  property  in  course  of 
exportation  prior  to  October  10,  1919,  where  temporary  exemption 

certificates  have  not  been  available,  carriers  are  authorized  not  to  collect 
the  transportation  tax,  if  the  movement  is  clearly  an  export  movement 
and  if  there  is  no  break  or  coming  to  rest  of  the  property  from  its  point 
of  origin  until  the  time  it  leaves  boundaries  of  the  United  States,  as  defined 
in  T.  D.  2889.  The  tax  on  charges  paid  for  transportation  of  such  bona 
fide  export  shipments  may  be  refunded  by  the  carrier,  pursuant  to  section 
502  of  the  Revenue  Act  of  1918,  and  the  carrier  may  take  credit  therefor 
in  its  next  monthly  return.  The  adjustment  herein  permitted  shall  extend 
only  to  shipments  made  against  particular  contracts,  orders,  or  proposals 
of  purchase  and  shall  not  apply  to  shipments  made  against  foreign  require- 
ment certificates  or  which  pass  through  pools  or  similar  arrangements. 
On  and  after  October  10,  1919,  all  shipments  must  be  covered  by  temporary 
exemption  certificates  or  the  tax  collected  on  the  charges  paid  for  their 
transportation.  (T.  D.  2928  signed  by  Commissioner  Daniel  C.  Roper, 
and  dated  October  1,  1919.)  T ‘ 1 
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(T.  D.  2938.) 

6078  Insurance  Issued  Abroad;  Amendment  to  Article  6,  Regula- 
6041  tions  58  relating  to  tax  on  the  issuance  of  insurance  policies.— 

Article  6 of  Regulations  58  is  hereby  amended  to  read  as  follows: 
“Any  policy  or  other  instrument  whereby  insurance  is  made  or  renewed 
upon  property  within  the  United  States,  issued  by  any  foreign  corporation 
or  partnership  or  any  individual  not  a resident  of  the  United  States,  if 
not  signed  or  countersigned  by  an  officer  or  agent  of  the  insurer  in  the 
State,  Territory,  or  district  of  the  United  States  within  which  such  in- 
surer is  authorized  to  do  business,  is  liable  to  the  stamp  tax  imposed  by 
subdivision  15  of  Schedule  A of  Title  XI  [If 3544].  (See  Art.  2.)  It  should 
be  noted  that  the  stamp  tax  applies  only  to  policies  of  insurance  upon 
property  within  the  United  States,  issued  to  or  for  or  in  the  name  of  a 
domestic  corporation  or  partnership  or  an  individual  resident  of  the  United 
States  by  any  foreign  corporation  or  partnership  or  any  individual  not  a 
resident  of  the  United  States,  and  that,  any  policy  in  the  nature  of  life 
or  other  nonproperty  insurance  is  taxable  under  the  provisions  of  Section 
503  of  the  act.”  (T.  D.  2938,  signed  by  Commissioner  Daniel  C.  Roper, 
and  dated  October  21,  1919A 


6079  Transportation  tax. — Exemption  of  exports;  procedure  in 
5760  connection  with  certain  shipments  moving  prior  to  October 
5979  10,  1919. — Reference  is  made  to  your  letter  of  October  27,  1919, 

6013  relative  to  the  interpretation  which  should  be  placed  upon  para- 
6072  graph  5 of  T.  D.  2928  [If 6077]  in  its  relation  to  certain  conditions 

stated  by  you.  If  You  state  it  is  the  opinion  of 

that  it  was  the  intent  of  T.  D.  2928  to  give  the  shipper  until  October  10, 
1919,  to  prepare  his  own  forms  adapted  to  the  particular  needs  of  his 
business,  as  well  as  to  give  him  such  time  to  file  the  prescribed  exemption 
certificates,  for  the  reason  that,  in  cases,  where  the  prescribed  forms  were 
not  adaptable,  the  certificates  could  not  be  held  to  be  “available”  until 
shippers  had  time  to  revise  and  print  them,  provided,  of  course,  they  were 
ready  for  use  not  later  v than  October  10,  1919.  If  The  opinion  of 

as  stated  above,  is  approved,  and  you  are  advised  that, 

in  case  of  transportation  of  property  in  course  of  exportation  prior  to 
October  10,  1919,  where  the  prescribed  temporary  exemption  certificates 
are  available  but  are  not  adapted  to  the  particular  needs  of  the  shipper, 
the  shipper  is  permitted  to  revise  and  print  his  own  forms.  If  it  is  clearly 
shown  that  the  shipper  did  not  have  time  to  prepare  and  file  the  revised 
forms  before  October  10,  1919,  to  cover  shipments  moving  prior  to  that  date, 
carriers  are  authorized  not  to  collect  the  transportation  tax  if  the  move- 
ment is  clearly  an  export  movement  made  against  a particular  contract  or 
order,  and  if  there  is  no  break  or  coming  to  rest  of  the  property  from  its 
point  of  origin  until  the  time  it  leaves  the  boundaries  of  the  United  States 
as  defined  in  T.  D.  2889  [1f5979].  If  The  tax  on  charges  paid  for  transporta- 
tion of  such  bona  fide  export  shipments  may  be  refunded  by  the  carrier, 
and  the  carrier  may  take  credit  therefor  in  its  next  monthly  return.  If  On 
and  after  October  10,  1919,  every  shipment  in  course  of  exportation  must 
be  covered  with  the  exemption  certificates  prescribed  by  T.  D.’s  2889 
[If 5984],  2917  [1f6013]  and  2928  [Tf6072],  or  with  approved  exemption  cer- 
tificates prepared  by  the  shipper,  in  order  to  secure  exemption  from  tax 
on  the  charges  paid  for  its  transportaton.  (Letter  to  a subscriber,  signed- 
by  Deputy  Commissioner  James  M.  Baker,  and  dated  November  22,  1919.) 
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TAX  ON  ADMISSIONS  AND 
DUES. 

BEING  TITLE  VIII  OF  THE  REVENUE  ACT  OF  1918. 


TITLE  VIII.— ADMISSIONS. 

6600  Sec.  800.  (a)  That  from  and  after  April  1,  1919,  there  shall 

be  levied,  assessed,  collected,  and  paid,  in  lieu  of  the  taxes  imposed 
by  section  700  of  the  Revenue  Act  of  1917— 

[Where  Regular  Admission  is  Charged.] 

6601  (l)  A tax  of  1 cent  for  each  10  cents  or  fraction  thereof  of  the 
amount  paid  for  admission  to  any  place  on  or  after  such  date,  in- 
cluding admission  by  season  ticket  or  subscription,  to  be  paid  by 
the  person  paying  for  such  admission; 

[Passes  and  Free  Admissions.] 

6602  (2)  I n the  case  of  persons  (except  bona  fide  employees,  municipal 
officers  on  official  business,  persons  in  the  military  or  naval  forces 
of  the  United  States  when  in  uniform,  and  children  under  twelve 
years  of  age)  admitted  free  or  at  reduced  rates  to  any  place  at  a 
time  when  and  under  circumstances  under  which  an  admission 
charge  is  made  to  other  persons,  a tax  of  1 cent  for  each  10  cents  or 
fraction  thereof  of  the  price  so  charged  to  such  other  persons  for  the 
same  or  similar  accommodations,  to  be  paid  by  the  person  so 
admitted; 

[Tickets  Sold  by  Ticket  Agencies.] 

6603  (3)  Upon  tickets  or  cards  of  admission  to  theaters,  operas,  and 
other  places  of  amusement,  sold  at  news  stands,  hotels,  and  places 
other  than  the  ticket  offices  of  such  theaters,  operas,  or  other 
places  of  amusement,  at  not  to  exceed  50  cents  in  excess  of  the  sum 
of  the  established  price  therefor  at  such  ticket  offices  plus  the 
amount  of  any  tax  imposed  under  paragraph  (1),  a tax  equivalent 
to  5 per  centum  of  the  amount  of  such  excess;  and  if  sold  for  more 
than  50  cents  in  excess  of  the  sum  of  such  established  price  plus 
the  amount  of  any  tax  imposed  under  paragraph  (1),  a tax  equiva- 
lent to  50  per  centum  of  the  whole  amount  of  such  excess,  such 
taxes  to  be  returned  and  paid,  in  the  manner  provided  in  section 
903,  by  the  person  selling  such  tickets; 

[Tickets  Sold  by  Theaters  in  Excess  of  Established  Prices.] 

6604  (4)  A tax  equivalent  to  50  per  centum  of  the  amount  for  which  the 
proprietors,  managers,  or  employees  of  any  opera  house,  theater, 
or  other  place  of  amusement  sell  or  dispose  of  tickets  or  cards  of 
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admission  in  excess  of  the  regular  or  established  price  or  charge 
therefor,  such  tax  to  be  returned  and  paid,  in  the  manner  provided 
in  section  903,  by  the  person  selling  such  tickets; 

[Boxes  or  Seats  Owned  or  Leased.] 

6605  (5)  In  the  case  of  persons  having  the  permanent  use  of  boxes  or 

seats  in  an  opera  house  or  any  place  of  amusement  or  a lease  for  the 
use  of  such  box  or  seat  in  such  opera  house  or  place  of  amusement 
(in  lieu  of  the  tax  imposed  by  paragraph  (1)  ),  a tax  equivalent  to 
10  per  centum  of  the  amount  for  which  a similar  box  or  seat  is  sold 
for  each  performance  or  exhibition  at  which  the  box  or  seat  is  used 
or  reserved  by  or  for  the  lessee  or  holder,  such  tax  to  be  paid  by  the 
lessee  or  holder;  and 

[Cabarets  and  Other  Similar  Entertainments.] 

6506  (6)  A tax  of  X]/^  cents  for  each  10  cents  or  fraction  thereof  of  the 
amount  paid  for  admission  to  any  public  performance  for  profit  at 
any  roof  garden,  cabaret,  or  other  similar  entertainment,  to  which 
the  charge  for  admission  is  wholly  or  in  part  included  in  the  price 
paid  for  refreshment,  service,  or  merchandise;  the  amount  paid  for 
such  admission  to  be  deemed  to  be  20  per  centum  of  the  amount 
paid  for  refreshment,  service,  and  merchandise;  such  tax  to  be  paid 
by  the  person  paying  for  such  refreshment,  service,  or  merchandise. 

[Specific  Exemptions.] 

6507  (b)  No  tax  shall  be  levied  under  this  title  in  respect  to  any  admis- 
sions all  the  proceeds  of  which  inure  exclusively  to  the  benefit  of 
religious,  educational,  or  charitable  institutions,  societies,  or 
organizations,  societies  for  the  prevention  of  cruelty  to  children 
or  animals,  or  exclusively  to  the  benefit  of  organizations  conducted 
for  the  sole  purpose  of  maintaining  symphony  orchestras  and 
receiving  substantial  support  from  voluntary  contributions,  none  of 
the  profits  of  which  are  distributed  to  members  of  such  organizations, 
or  exclusively  to  the  benefit  of  persons  in  the  military  or  naval 
forces  of  the  United  States,  or  admissions  to  agricultural  fairs  none 
of  the  profits  of  which  are  distributed  to  stockholders  or  members  of 
the  association  conducting  the  same. 

[The  Term  “Admission”  Defined.] 

6508  (c)  The  term  “admission”  as  used  in  this  title  includes  seats 
and  tables,  reserved  or  otherwise,  and  other  similar  accommoda- 
tions, and  the  charges  made  therefor. 

[Price  to  be  Printed  on  Each  Ticket.] 

6509  (d)  The  price  (exclusive  of  the  tax  to  be  paid  by  the  person  pay- 
ing for  admission)  at  which  every  admission  ticket  or  card  is  sold 
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shall  be  conspicuously  and  indelibly  printed,  stamped,  or  written  on 
the  face  or  back  thereof,  together  with  the  name  of  the  vendor  if 
sold  other  than  at  the  ticket  office  of  the  theater,  opera,  or  other 
place  of  amusement.  Whoever  sells  an  admission  ticket  or  card  on 
which  the  name  of  the  vendor  and  price  is  not  so  printed,  stamped, 
or  written,  or  at  a price  in  excess  of  the  price  so  printed,  stamped,  or 
written  thereon,  is  guilty  of  a misdemeanor,  and  upon  conviction 
thereof  shall  be  fined  not  more  than  $100. 

TITLE  VIII.— DUES. 

6510  Sec.  801.  That  from  and  after  April  1,  1919,  there  shall  be 
levied,  assessed,  collected,  and  paid,  in  lieu  of  the  taxes  imposed  by 
section  701  of  the  Revenue  Act  of  1917,  a tax  equivalent  to  10  per 
centum  of  any  amount  paid  on  or  after  such  date,  for  any  period 
after  such  date,  (a)  as  dues  or  membership  fees  (where  the  dues  or 
fees  of  an  active  resident  annual  member  are  in  excess  of  $10  per 
year)  to  any  social,  athletic,  or  sporting  club  or  organization;  or 
(b)  as  initiation  fees  to  such  a club  or  organization,  if  such  fees 
amount  to  more  than  $10,  or  if  the  dues  or  membership  fees  (not 
including  initiation  fees)  of  an  active  resident  annual  member  are 
in  excess  of  $10  per  year;  such  taxes  to  be  paid  by  the  person  paying 
such  dues  or  fees:  Provided , That  there  shall  be  exempted  from  the 
provisions  of  this  section  all  amounts  paid  as  dues  or  fees  to  a 
fraternal  society,  order,  or  association,  operating  under  the  lodge 
system.  In  the  case  of  life  memberships  a life  member  shall  pay 
annually,  at  the  time  for  the  payment  of  dues  by  active  resident 
annual  members,  a tax  equivalent  to  the  tax  upon  the  amount  paid 
by  such  a member,  but  shall  pay  no  tax  upon  the  amount  paid  for 
life  membership. 

[RETURNS  AND  PAYMENT  OF  ADMISSIONS  AND  DUES  TAXES.] 

6511  Sec.  802.  That  every  person  (a)  receiving  any  payments  for 
such  admission,  dues,  or  fees  shall  collect  the  amount  of  the  tax 
imposed  by  section  800  or  801  from  the  person  making  such  pay- 
ments, or  (b)  admitting  any  person  free  to  any  place  for  admission 
to  which  a charge  is  made,  shall  collect  the  amount  of  the  tax  im- 
posed by  section  800  from  the  person  so  admitted.  Every  club  or 
organization  having  life  members,  shall  collect  from  such  members 
the  amount  of  the  tax  imposed  by  section  801.  In  all  the  above 
cases  returns  and  payments  of  the  amount  so  collected  shall  be  made 
at  the  same  time  and  in  the  same  manner  as  provided  in  section 
502  [1f5513  herein]. 

[GENERAL  ADMINISTRATIVE  LAW  PROVISIONS.] 

[Read  under  “Miscellaneous  Matters”  at  the  back  of  the  book.] 


WAR 


1303 


TAX 


TAX  ON  ADMISSIONS  AND  DUES  REGULATIONS. 


RULINGS,  REGULATIONS,  OPINIONS  AND  DECISIONS  UNDER 
THE  TAX  ON  ADMISSIONS  AND  DUES  LAW. 


6512  Comment:  [Regulations  No.  43  (T.  D.  2681)  issued  March  26,  1918,  which  are 
printed  immediately  following  in  small  type  are  based  on  the  law  of  October  3, 
1917,  and  are  reprinted  here  in  order,  merely,  that  they  may  be  before  the  reader  pending 
the  publication  by  the  Government  of  the  revised  regulations  applicable  to  the  new  law. 
These  regulations  appear  here  as  originally  issued  and  their  application  to  the  provision* 
of  the  new  law  is  a matter  for  the  determination  of  the  reader.  The  old  law  appears  as  a 
part  of  the  regulations.  Regulations  No.  43  in  effect  superseded  all  previous  rulings,  al- 
though in  terms,  ^[6557,  only  those  prior  rulings  which  were  inconsistent  therewith  were 
revoked.  For  this  reason  none  of  the  earlier  rulings  is  printed.  The  new  law  is  not 
effective  until  April  1,  1919.] 

REGULATIONS  No.  43 

Relating  to  the 

WAR  TAX  ON  ADMISSIONS  AND^DUES 

Under 

Title  VII  of  the  Act  of  October  3,  1917. 

Tax  on  Admissions. 

6513  lOld  Law. — “Sec.  700.  That  from  and  after  the  first  day  of  November, 
nineteen  hundred  and  seventeen,  there  shall  be  levied,  assessed  collected,  and 

paid—” 

6514  Art.  1.  Effective  Date. — Liability  to  the  tax  depends  upon  the  date  of  the 
admission  to  any  place.  If  on  or  after  November  1,  1917,  the  amount  paid  there- 
for is  taxable,  notwithstanding  a ticket  may  have  been  procured  or  the  admission  paid  for 
before  that  date.  [New  law  effective  April  1,  1919.] 

65 1 5 Old  Law. — “(a)  a tax  of  1 cent  for  each  10  cents  or  fraction. thereof  of  the  amount 
paid  for  admission  to  any  place,  including  admission  by  season  ticket  or  subscrip- 
tion, to  be  paid  by  the  person  paying  for  such  admission:  Provided , That  the  tax  on  admis- 
sion of  children  under  twelve  years  of  age  where  an  admission  charge  for  such  children  is 
made  shall  in  every  case  be  1 cent; — ” 

6516  Art.  2.  Paid  Admissions. — The  tax  is  1 cent  for  each  10  cents  or  fraction 
thereof  of  the  amount  paid  for  admission  to  any  place  by  a person  12  years  of  age 
or  over.  Every  person  charging  taxable  admissions  shall  keep  conspicuously  posted  in  his 
place  ofjbusiness  a sign  accurately  stating  the  prices  charged  for  admission,  the  tax  due  on 
each  admission,  and  the  total  of  the  admission  and  tax.  The  tax  must  be  paid  on  tickets 
sold  and  not  called  for  which  the  theater  reserves  no  right  to  sell.  Upon  an  exchange  of 
tickets  for  other  tickets  of  a higher  price  the  difference  between  the  tax  on  the  more  ex- 
pensive tickets  and  the  tax  already  paid  shall  be  collected.  Where  all  the  admissions  to  an 
entertainment  are  sold  en  bloc  to  a purchaser  for  a specific  sum  and  no  charge  is  made  for 
individual  tickets,  the  tax  is  on  the  price  paid  for  the  entertainment;  but  the  purchaser  must 
account  for  the  tax  on  any  excess  over  the  purchase  price  for  which  he  may  resell  the  tickets. 

651  7 Art.  3.  Agents  and  Brokers. — The  tax  is  upon  the  price  paid  for  admission. 

In  all  cases  where  a broker  purchases  tickets  for  resale  with  the  right  to  return  those 
not  sold,  or  a relation  exists  other  than  that  of  buyer  and  seller,  the  proprietor  of  the  enter- 
tainment will  be  held  responsible  for  collecting  the  tax  on  the  full  p.  . paid  by  the  actual 
user  of  the  tickets.  Independent  brokers  and  dealers  in  admission  tickets  must  collect 
and  account  for  the  tax  on  their  sales,  less  the  amount  of  the  tax  on  each  ticket  collected 
and  accounted  for  by  the  amusement  enterprise.  If  a ticket  is  sold  for  use,  and  not  for 
resale,  at  less  than  the  face  value,  the  tax  is  on  the  price  paid,  but  the  seller  must  collect 
th  tax  on  the  face  value  unless  he  can  furnish  satisfactory  evidence  to  this  department  that 
the  presumptive  purchaser  was  not  an  agent  of  or  acting  in  collusion  with  the  seller.  [See 
new  law  provisions  at  ^[6503.] 
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6618  Art.  4.  Nature  of  Admissions  Tax:  Amusements  and  Entertainments. — 
The  tax  is  on  the  amount  paid  for  admission  “to  any  place.”  No  definition  of 
“place”  is  given  in  the  law,  but  the  context  indicates  that  in  general  only  admissions  to 
places  of  amusement  and  entertainment  were  intended  to  be  taxable.  Where  an  admis- 
sion charge  in  form  is  made,  but  in  fact  is  merely  a payment  for  the  privilege  of  using  certain 
equipment,  the  admission  is  incidental  to  the  privilege  of  using  such  equipment,  and  the 
tax  does  not  apply.  Examples  of  such  admissions  are  charges  for  the  use  of  pool  tables, 
tennis  courts,  golf  links,  swimming  pools,  and  Turkish  baths.  However,  where  a charge  is 
made  both  to  the  persons  using  the  equipment  and  to  mere  spectators,  the  tax  applies  to  all 
such  admissions.  The  test,  therefore,  to  determine  whether  the  tax  is  due  on  admissions 
is  whether  all  persons  admitted  must  pay  a charge  or  only  those  who  use  the  equipment. 
Where  a dancing  school  charges  an  admission  and  an  additional  charge  for  instruction,  the 
tax  is  only  on  the  admission,  but  if  there  is  a single  charge  for  admission  with  instruction  to 
those  who  wish  it,  the  tax  is  on  the  entire  charge.  Where  an  admission  charge  is  made  to  a 
dancing  pavilion  and  a separate  charge  is  made  for  each  dance  for  admission  to  the  dancing 
floor  within  the  pavilion,  every  admission  to  the  pavilion  or  dancing  floor  is  taxable.  Charges 
of  excursion  boats  providing  opportunity  for  dancing  are  subject  to  the  tax  where  such 
charges  exceed  the  usual  or  reasonable  rates  for  the  transportation  furnished. 

6519  Art.  5.  Season  Tickets  and  Subscriptions. — The  tax  is  to  be  collected  upon 
the  price  paid  and  at  the  time  of  paying  for  season  tickets  and  subscriptions.  No 
refund  of  any  part  of  the  tax  is  authorized  because  one  or  more  performances  may  be 
missed.  In  the  case  of  such  tickets  and  subscriptions  covering  a period  before  and  after 
November  1,  1917,  the  tax  is  payable  on  the  proportion  of  the  price  paid  representing  ad- 
missions on  and  after  November  1,  1917,  and  should  be  collected  upon  the  first  presenta- 
tion of  the  season  ticket  or  exercise  of  the  subscription  right  after  October  31,  1917. 

6620  Art.  6.  Tax  Payable  by  Person  Paying  Admission. — The  tax  is  to  be  paid 

by  the  person  paying  for  the  admission,  and  must  be  collected  by  the  proprietor 
of  every  place  to  which  admissions  are  charged.  The  proprietor  is  not  allowed  to  pay  the 
tax  for  his  patrons,  and  no  place  where  taxable  admissions  are  charged  will  be  permitted  to 
display  any  sign,  notice,  or  placard  to  the  effect  that  the  war  tax  is  not  charged.  Where 
entertainment  enterprises,  finding  it  impracticable  to  handle  pennies  or  for  other  reasons, 
have  advanced  their  prices  5 or  10  cents,  including  the  tax  in  the  advance,  conspicuous 
signs,  in  addition  to  the  sign  required  by  Article  2,  must  announce,  “The  charge  for  a 
[denomination]  ticket  includes  the  tax  of  1 cent  for  each  10  cents  or  fraction  thereof  of  the 
amount  paid  for  admission.”  As  the  tax  is  1 cent  for  each  10  cents  or  fraction  thereof  of 
the  amount  paid  for  admission  to  any  place,  the  tax  can  not  be  paid  on  the  total  receipts, 
but  must  be  collected  on  each  separate  admission.  By  appropriate  signs  and  by  notices 
printed  in  programs  for  a reasonable  period  the  public  should  be  informed  that  the  tax  is 
required  by  law  to  be  paid  by  the  person  paying  for  the  admission  and  that  the  amount 
collected  goes  to  the  United  States  Government  for  war  purposes.  Where  a ticket  is  re- 
deemed before  a performance,  the  tax  as  well  as  the  price  of  the  ticket  should  be  refunded.. 

6521  Art.  7.  Children’s  Admissions. — The  tax  on  the  admission  of  children 
under  12  years  of  age,  where  an  admission  charge  for  such  children  is  made,  is  3 
cent,  regardless  of  the  charge  made  for  such  admission.  The  tax  at  the  full  rate  of  1 cent 
for  each  10  cents  or  fraction  thereof  must  be  collected  in  all  cases,  however,  except  where 
distinctive  tickets  are  issued  for  children  under  12  years,  or  tickets  for  their  use  are  indelibly 
stamped  to  show  that  they  are  good  only  for  the  admission  of  children  under  12  years,  or 
where  in  the  absence  of  tickets  the  tax  is  paid  at  the  time  of  admission  of  children  under 
12  years. 

6622  Law. — “and  (b)  in  the  case  of  persons  (except  bona  fide  employees,  muni- 

cipal officers  on  official  business,  and  children  under  12  years  of  age)  admitted  free  to- 
any  place  at  a time  when  and  under  circumstances  under  which  an  admission  charge  is 
made  to  other  persons  of  the  same  class,  a tax  of  1 cent  for  each  10  cents  or  fraction  thereof 
of  the  price  so  charged  to  such  other  persons  for  the  same  or  similar  accommodations,  to  be 
paid  by  the  person  so  admitted.” 

6523  Art.  8.  Free  Admissions. — In  the  case  of  persons,  with  certain  exceptions, 
admitted  free  to  any  place  at  a time  when  and  under  circumstances  under  which  an 
admis  sion  charge  is  made  to  other  persons  of  the  same  class,  the  tax  is  1 cent  for  each  10  cents 
or  fraction  thereof  of  the  price  so  charged  to  such  other  persons  for  the  same  or  similar  ac- 
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commodations.  In  other  words,  free  admissions  are  taxable  at  the  same  rate  as  paid  ad- 
missions entitling  to  similar  accommodations.  In  the  case  of  a pass  for  a single  admission 
the  holder  shall  be  required  to  pay  the  tax,  at  the  option  of  the  proprietor,  when  the  pass  is 
issued  (it  then  to  be  stamped  “Tax  paid”)  or  when  it  is  presented  for  admission.  In  the 
case  of  a season  pass  the  holder  shall  be  required  to  pay  the  tax,  at  the  option  of  the  pro- 
prietor, when  it  is  issued  (it  then  to  be  stamped  “Tax  paid”)  on  all  admissions  to  which  the 
pass  entitles,  or  whenever  it  is  presented,  on  each  single  admission.  The  tax  is  to  be  paid 
by  the  holder  of  the  pass  (see  Art.  6).  Where  a pass  is  “Tax  paid,”  no  refund  of  the  tax 
will  be  allowed  on  account  of  failure  to  use  any  or  all  of  the  admissions  covered  by  it.  The 
admission  of  a lady  on  a gentleman’s  ticket  without  extra  charge  is  not  taxable,  because 
the  same  ticket  covers  both,  even  though  an  unaccompanied  lady  must  pay  the  same  ad- 
mission as  a gentleman. 

6524  Art.  9.  Exempt  Admissions:  Employees,  Municipal  Officers,  and  Children. — 

Bona  fide  employees,  municipal  officers  on  official  business,  and  children  under 
12  years  of  age  when  admitted  free  are  not  taxable.  Municipal  officers  include  policemen 
and  firemen  when  in  attendance  in  the  course  of  their  duty.  Children  under  12  years  of 
age  are  taxed  unless  admitted  free.  Employees  include  persons  necessary  to  the  produc- 
tion of  the  performance  or  entertainment  who  are  not  admitted  as  spectators  and  who  do 
not  occupy  seats  or  space  intended  for  the  use  of  the  spectators  except  when  such  occupancy 
is  necessary  to  the  performance  of  the  duties  of  such  persons.  Among  admissions  held  to  be 
exempt  are  those  of  baseball  reporters  and  telegraphers,  occupying  special  space  at  baseball 
parks  and  admitted  by  passes  issued  by  the  baseball  writers’  association,  employees  of  the 
management  or  of  concessionaires  selling  refreshments,  etc.,  to  patrons,  and  newsboys 
selling  newspapers.  Persons  recovering  or  aiding  in  the  custody  of  property  necessary  to 
the  performance  may  be  admitted  tax  free.  But  newspaper  critics  and  reporters  occupying 
space  in  the  audience  must  pay  the  tax.  Doctors  and  attorneys  for  theaters  are  exempt 
from  the  tax  when  entering  a theater  in  the  course  of  their  employment,  but  must  pay  it 
when  attending  as  mere  spectators  and  occupying  seats  in  the  audience.  In  general,  if  a 
person  admitted  free  to  a place  of  entertainment  attends  purely  for  business  reasons  and 
does  not  occupy  space  that  might  otherwise  be  sold,  no  tax  is  payable. 

6525  Old  Law. — “and  (c)  a tax  of  1 cent  for  each  10  cents  or  fraction  thereof  paid 
for  admission  to  any  public  performance  for  profit  at  any  cabaret  or  other  similar 

entertainment  to  which  the  charge  for  admission  is  wholly  or  in  part  included  in  the  price 
paid  for  refreshment,  service,  or  merchandise;  the  amount  paid  for  such  admission  to  be 
computed  under  rules  prescribed  by  the  Commissioner  of  Internal  Revenue,  with  the 
approval  of  the  Secretary  of  the  Treasury,  such  tax  to  be  paid  by  the  person  paying  for 
such  refreshment,  service  or  merchandise. — ” 

6526  Art.  10.  Cabarets:  Rate  of  Tax. — The  tax  is  1 cent  for  each  10  cents  or  fraction 
thereof  paid  for  admission  to  any  public  performance  for  profit  at  any  cabaret  or 

other  similar  entertainment  where  the  charge  for  admission  is  wholly  or  in  part  included  in 
the  price  paid  for  refreshment,  service,  or  merchandise.  In  cases  where  an  adequate  fixed 
charge  is  made  for  admission,  seats,  and  tables  the  tax  shall  be  based  upon  such  charge. 
However,  if  a cabaret  charges  a nominal  admission  not  actually  covering  the  cost  of  the 
entertainment,  the  admission  being  wholly  or  partly  absorbed  in  the  price  of  refreshments 
and  service,  such  charge  will  not  be  accepted  as  a basis  of  the  tax  on  admissions  to  such 
place.  [See  new  law  provisions  at  ^[6506.] 

6527  Art.  11.  Cabarets:  Computation  of  Charge  for  Admission. — Twenty  per  cent 
of  the  total  amount  paid  for  refreshments,  merchandise,  service,  couvert  charge, 

etc.,  including  any  sum  paid  for  seats  and  tables,  at  any  public  performance  for  profit  at 
any  cabaret  or  other  similar  entertainment  to  which  the  charge  for  admission  is  wholly  or  in 
part  included  in  the  amount  so  paid,  shall  be  regarded  and  deemed  to  be  paid  for  admission 
to  such  performance,  unless  satisfactory  evidence  is  submitted  to  the  Commissioner  of 
Internal  Revenue  in  any  case  that  a different  percentage  should  be  fixed,  on  the  basis  of 
which  the  Commissioner  shall  approve  a different  percentage.  The  tax  is  at  the  rate  of  1 
cent  on  each  10  cents  or  fraction  thereof  of  such  20  per  cent  of  the  total  charge  to  each 
patron  and  must  be  paid  by  the  person  paying  for  such  refreshments,  service,  merchandise, 
etc.  (See  Art.  6).  It  cannot  be  reckoned  or  paid  by  the  proprietor  upon  the  monthly 
gross  receipts. 

6528  Art.  12.  Cabarets:  Entertainments  Included.— “Cabaret  or  other  similar 
entertainment”  includes  every  hotel  or  room  therein,  restaurant,  hall,  or  other 

public  place  at  or  in  which,  in  connection  with  the  service  or  sale  of  food  or  other  refresh- 
ments or  merchandise,  any  vaudeville  or  other  performance  or  diversion  in  the  way  of 
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acting,  singing,  declamation,  or  dancing,  either  with  or  without  instrumental  or  other 
music,  is  conducted.  Every  form  of  entertainment  so  conducted  is  included,  except  that 
furnished  by  orchestras  such  as  were  usual  in  hotels  and  restaurants  before  the  advent  of 
cabarets,  performing  instrumental  music  only  unaccompanied  by  any  other  form  of  enter- 
tainment. A hotel,  restaurant,  or  hall  affording,  in  connection  with  the  service  of  re- 
ireshment,  food  or  merchandise,  entertainment  in  the  form  of  dancing  by  its  patrons  is 
fncluded.  The  performance  must  be  public  and  for  profit,  so  that  admissions  to  a private 
dance  given  by  a society  are  not  taxable  if  members  and  bona  fide  guests  only  are  admitted, 
but  admissions  to  a public  banquet,  including  dancing  or  other  entertainment,  are  taxable 
if  the  performance  is  for  profit  as  to  the  person,  if  any,  who  provides  both  the  dinner  and 
the  entertainment.  The  tax  is  to  be  collected  only  from  persons  who  are  present  or  have 
paid  or  agreed  to  pay  for  accommodations  at  a restaurant  or  other  place  during  some  period 
of  the  day  at  which  an  entertainment  is  in  progress  or  there  is  opportunity  for  public  danc- 
ing. If  there  is  an  entertainment  in  one  dining  room  and  not  in  an  entirely  separate  dining 
room  of  the  same  hotel  or  restaurant,  only  admissions  to  the  first  room  are  taxable. 

6529  Old  Law. — “In  the  case  of  persons  having  the  permanent  use  of  boxes  or  seats 
in  an  opera  house  or  any  place  of  amusement  or  a lease  for  the  use  of  such  box  or 

seat  in  such  opera  house  or  place  of  amusement  there  shall  be  levied,  assessed,  collected, 
and  paid  a tax  equivalent  to  ten  per  centum  of  the  amount  for  which  a similar  box  or  seat 
is  sold  for  performance  or  exhibition  at  which  the  box  or  seat  is  used  or  reserved  by  or  for 
the  lessee  or  holder. — ” 

6530  Art.  13.  Leases  of  Boxes  and  Seats. — In  the  case  of  persons  having  the 
permanent  use  or  a lease  for  the  use  of  boxes  or  seats  in  any  place  of  amusement, 

the  tax  is  10  per  cent  of  the  amount  for  which  a similar  box  or  seat  is  sold  for  every  single 
performance  or  exhibition  at  which  the  boxes  or  seats  are  used  or  reserved  by  or  for  the  lessee 
or  holder.  The  tax  must  be  paid  in  respect  to  the  performances  for  which  the  seats  or  boxes 
are  sold  or  reserved,  whether  or  not  they  are  used.  If  there  are  no  boxes  of  similar  size 
the  tax  is  to  be  computed  by  dividing  the  tax  payable  on  a smaller  box  by  the  number  of 
seats  in  it  and  multiplying  the  tax  per  seat  by  the  number  of  seats  in  the  larger  box.  If 
there  are  no  boxes  occupying  a similar  position,  the  tax  is  to  be  based  on  the  price  of  single 
seats  in  the  same  part  of  the  house.  In  the  case  of  seats  or  boxes  leased  or  reserved  for  a 
period  before  and  after  November  1,  1917,  the  tax  is  payable  on  the  admissions  after 
October  31,  1917,  and  should  be  collected  for  all  such  admissions  upon  the  first  use  of  the 
box  or  seat  after  said  date.  Where  the  lease  only  entitles  the  lessee  to  the  right  of  occu- 
pancy upon  payment  of  the  regular  price  charged  for  admission,  the  tax  of  10  per  cent  is  to 
be  collected  also  on  the  additional  charge  when  paid. 

6531  Old  Law. — “These  taxes  shall  not  be  imposed  in  the  case  of  a place  the  maxi- 
mum charge  for  admission  to  which  is  5 cents,  or  in  the  case  of  shows,  rides,  and 

other  amusements  (the  maximum  charge  for  admission  to  which  is  10  cents)  within  outdoor 
general  amusement  parks,  or  in  the  case  of  admissions  to  such  parks. — ” 

6532  Art.  14.  Exempt  Entertainments. — [The  .maximum  charge  exemptions  and 
the  special  provisions  relating  to  amusement  parks  do  not  appear  in  the  new  law.] 

Admissions  to  places  charging  no  admission  higher  than  5 cents,  and  to  shows,  rides,  and 
other  amusements,  charging  no  higher  admission  than  10  cents,  within  outdoor  general 
amusement  parks,  and  admissions  to  outdoor  general  amusement  parks,  are  not  taxable. 
Where  a place  has  admission  charges  in  excess  of  5 cents,  the  tax  is  applicable  to  all  admis- 
sions, including  charges  of  5 cents  or  less.  If  a place  charges  no  more  than  5 cents  in  the 
afternoon,  for  example,  and  more  than  5 cents  in  the  evening,  the  tax  applies  to  all  admis- 
sions when  the  higher  rate  is  effective.  Where  a dance  hall  charges  no  initial  admission, 
if  a charge  of  not  more  than  5 cents  is  made  for  admission  to  the  dance  floor  for  each  dance, 
no  tax  is  payable,  but  if  the  charge  is  10  cents  for  each  dance,  or  if  the  purchase  at  one  time 
of  more  than  one  5-cent  ticket  is  required,  then  the  tax  is  payable.  The  term  “outdoor 
general  amusement  parks”  applies  only  to  such  permanent  outdoor  parks  as  include  a 
considerable  variety  of  entertainments,  such  as  mechanical  shows,  musical  attractions, 
riding  devices,  and  vaudeville  shows,  and  not  to  carnivals  or  itinerant  amusement  enter- 
prises within  temporary  enclosures  or  on  vacant  lots.  Outdoor  amusement  parks  include 
similar  enterprises  conducted  on  piers,  but  not  motion  picture  or  other  theaters  known  as 
“airdromes.” 

6533  Old  Law. — “No  tax  shall  be  levied  under  this  title  in  respect  to  any  admissions 
all  the  proceeds  of  which  inure  exclusively  to  the  benefit  of  religious,  educational, 

or  charitable  institutions,  societies,  or  organizations,  or  admissions  to  agricultural  fairs  none 
of  the  profits  of  which  are  distributed  to  stockholders  or  members  of  the  association  con- 
ducting the  same. — ” 
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6534  Art.  15.  Entertainments  for  Religious,  Educational,  or  Charitable  Institu- 
tions.— Where  the  proceeds  of  admissions  inure  exclusively  to  the  benefit  of  re- 
ligious, educational,  or  charitable  institutions,  societies,  or  organizations,  the  admissions 
are  not  taxable.  The  character  of  the  organization  for  which  the  benefit  is  given  and  not 
the  purpose  of  the  particular  benefit  is  controlling.  The  admissions  to  any  entertainment 
given  for  charity  are  taxable  if  the  funds  are  administered  by  any  persons  or  organization 
other  than  religious,  educational,  or  charitable  institutions,  societies,  or  organizations. 
Admissions  to  school  or  college  athletic  contests  and  other  college  entertainments  are  not 
taxable  if  the  proceeds  go  to  the  school  or  the  college,  but  they  are  if  the  proceeds  are  used 
for  the  support  of  athletics  or  other  separate  purposes.  Admissions  to  public  zoological 
parks  and  other  entertainment  enterprises  conducted  by  or  under  the  direction  of  the 
Government  or  a State  or  political  subdivision  of  it  are  not  taxable.  “All  the  proceeds” 
means  the  net  proceeds  after  payment  of  actual  reasonable  expenses.  [See  new  law 
provisions  at  ^6507.] 

6535  Art.  16.  Exemption  Affidavit. — Every  institution,  society,  or  organization 
claiming  exemption  from  collecting  the  tax  on  admissions  by  reason  of  being 

religious,  educational,  or  charitable,  shall  file  with  the  collector  of  the  district  an  affidavit 
upon  Form  755  (Appendix  E)  [^[6562]  prior  to  conducting  any  entertainment  or  amuse- 
ment or  permitting  it  to  be  conducted  for  its  benefit.  Unless  such  affidavit  shall  be  filed 
sufficiently  before  the  date  of  the  entertainment  to  permit  of  a full  advance  investigation 
of  the  circumstances  and  a decision  thereon,  the  managers  of  the  entertainment  shall  keep 
and  exhibit  to  the  internal  revenue  officers  a complete  record  of  the  admissions  to  each 
performance  and  will  be  held  responsible  for  the  collection  of  the  tax  in  case  the  claim  for 
exemption  is  not  subsequently  allowed. 

6536  Art.  17.  Agricultural  Fairs. — Admissions  to  agricultural  fairs  are  not  taxable 
if  none  of  the  profits  are  distributed  to  stockholders  or  members  of  the  association 

conducting  the  fair.  “Agricultural  fairs”  include  live  stock  and  similar  shows  for  the 
promotion  of  agricultural  interests,  but  not  bench  shows  or  other  indoor  exhibitions. 

6537  Old  Law. — “The  term  ‘admission*  as  used  in  this  title  includes  seats  and  tables, 
reserves  or  otherwise,  and  other  similar  accommodations,  and  the  charges  made 

therefor.” 

6538  Art.  18.  Accommodations  Included  in  Admissions. — “Admission”  includes 
the  use  of  seats  and  tables,  reserved  or  otherwise,  and  other  similar  accommoda- 
tions. Where  an  admission  charge  is  made  at  the  main  entrance  and  an  additional  charge 
is  made  for  admission  to  seats,  tables,  or  other  space,  the  tax  is  payable  on  the  aggregate 
charge. 

Tax  on  Dues. 

6539  Old  Law. — “Sec.  701.pl, That  from  and  after  the  first  day  of  November,  nine- 
teen hundred  and  seventeen,  there  shall  be  levied,  assessed,  collected,  and  paid, — ” 

6540  Art.  19.  Effective  Date. — Liability  to  the  tax  depends  upon  the  period  for 
which  the  dues  are  paid.  The  tax  must  be  paid  upon  all  dues  representing  mem- 
bership privileges  for  any  time  elapsing  after  October.31,  1917,  regardless  of  the  time  of 
payment,  except  in  the  case  of  life  membership  fees  paid  before  November  1,  1917.  In  the 
case  of  dues  paid  in  advance  for  the  calendar  year  1917  the  tax  is  payable  on  one-sixth  of  the 
full  amount  paid  for  such  calendar  year  and  should  be  collected  at  the  time  of  the  first 
payment  of  dues  for  1918.  [New  law  effective  April  1,  1919.] 

6541  Old  Law. — “a  tax  equivalent  to  ten  per  centum  of  any  amount  paid  as  dues  or 
membership  fees  (including  initiation  fees),  to  any  social,  athletic,  or  sporting  club 

or  organization,  where  such  dues  or  fees  are  in  excess  of  $12  per  year;  such  taxes  to  be  paid 
by  the  person  paying  such  dues  or  fees. — ” 

6542  Art.  20.  Basis  of  Tax. — The  tax  is  10  per  cent  of  any  amount  paid  as  dues 
or  membership  fees  (including  initiation  fees  and  any  payments  required  for  be- 
coming or  remaining  a member  as  well,  as  extraordinary  dues  or  assessments)  to  any  social, 
athletic,  or  sporting  club  or  organization  where  such  dues  or  fees  are  in  excess  of  $12  per 
year.  Where  all  the  dues  or  fees  payable  in  any  one  year  by  a member  of  a club  will  aggre- 
gate more  than  $12,  the  tax  attaches  to  each  payment  by  such  member.  If  the  dues  exclu- 
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sive  of  the  initiation  fee  are  not  in  excess  of  $12  a year,  no  tax  is  payable  except  from  mem- 
bers paying  such  fee.  The  tax  is  payable  on  life  membership  fees  when  paid.  [See  new 
law  provisions  at  ^[65 10.] 

6543  Art.  21.  Clubs  Included. — The  Commissioner  of  Internal  Revenue  shall 
determine  whether  a club  or  organization  comes  within  the  scope  of  the  words 

“social,  athletic,  or  sporting”  upon  being  furnished  the  charter  or  constitution  and  by- 
laws of  the  organization,  a statement  as  to  its  actual  activities  and  practices,  and  such  other 
information  as  he  may  deem  pertinent  to  the  determination.  Any  organization  which 
maintains  quarters  or  arranges  periodical  dinners  or  meetings  for  the  purpose  of  affording 
its  members  the  opportunity  of  congregating  for  social  intercourse  is  a social  club  within 
the  meaning  of  the  law,  unless  its  social  features  are  subordinate  and  merely  incidental  to 
the  furtherance  of  business  or  other  special  interests.  The  tax  does  not  attach  to  dues 
paid  to  chambers  of  commerce  or  other  primarily  business  organizations.  Athletic  and 
sporting  clubs  include  boating,  tennis,  golf,  boxing,  canoe,  fishing,  and  hunting  clubs,  and 
any  organizations  for  the  practice  or  promotion  of  athletics  or  sports.  Dues  and  fees  paid 
by  residents  of  the  United  States  to  clubs  located  in  a foreign  country  and  having  no  branches 
or  organization  here  are  not  taxable. 

6544  Old  Law. — “ Provided , That  there  shall  be. exempted  from  the  provisions  of 
this  section  all  amounts  paid  as  dues  or  fees  to  a fraternal  beneficiary  society,  order, 

or  association,  operating  under  the  lodge  system  or  for  the  exclusive  benefit  of  the  members 
of  a fraternity  itself  operating  under  the  lodge  system,  and  providing  for  the  payment  of 
life,  sick,  accident,  or  other  benefits  to  the  members  of  such  society,  order,  or  association 
or  their  dependents. 

6545  Art.  22.  Exempt  Organizations. — Dues  or  fees  are  expressly  exempt  when 
paid  to  a fraternal  beneficiary  society,  order,  or  association  operating  under  the 

lodge  system  or  for  the  exclusive  benefit  of  the  members  of  a fraternity  itself  operating  under 
the  lodge  system,  and  providing  for  the  payment  of  life,  sick,  accident,  or  other  benefits  to 
the  members  of  such  society,  order,  or  association  or  their  dependents.  Dues  or  fees  paid 
to  fraternal  orders  not  falling  within  the  express  exemption  are  not  subject  to  the  tax  if  the 
purposes  and  practices  of  the  order  to  which  they  are  paid  are  religious,  benevolent,  or 
educational,  and  any  social  activities  of  the  order  are  incidental  and  subordinate.  If, 
however,  the  purposes  or  practices  of  any  fraternal  order  are  primarily  social  in  character, 
the  dues  or  fees  paid  to  it  are  subject  to  the  tax. 

Return  of  Tax  on  Admissions  and  Dues. 

6546  Old  Law. — “Sec. . 702.  That  every  person,  corporation,  partnership,  or 
association  (a)  receiving  any  payments  for  such  admission,  dues,  or  fees,  shall 

collect  the  amount  of  the  tax  imposed  by  section  seven  hundred  or  seven  hundred  and  one 
from  the  person  making  such  payments,  or  (b)  admitting  any  person  free  to  any  place  for 
admission  to  which  a charge  is  made  shall  collect  the  amount  of  the  tax  imposed  by  section 
seven  hundred  from  the  person  so  admitted,  and  (c)  in  either  case  shall  make  returns  and 
payments  of  the  amount  so  collected,  at  the  same  time  and  in  the  same  manner  as  provided 
in  section  five  hundred  and  three  of  this  Act.”  [Sec.  502,  Revenue  Act  of  1918.  115513 
herein.] 

6547  Art.  23.  Persons  Required  to  Make  Return"” of  Admissions. — Every' person, 
corporation,  partnership,  or  association  receiving  any  payments  for  admission, 

including  admission  to  cabarets  and  other  similar  entertainments,  or  admitting  any  person 
free  to  any  place  where  admission  is  charged,  must  collect  the  tax  on  such  admissions  from 
the  persons  admitted  or  making  such  payments  and  make  monthly  return  an<TpaymentFof 
collections  as  provided  in  Section  503  [Sec.  502,  H5513],  as  follows  [in  effect]: 

Sec.  503.  That  each  person,  corporation,  partnership,  or  association  receiving  any 
payments  referred  to  * * * shall  make  monthly  returns  under  oath,  in”  duplicate, 

ana  pay  the  taxes  so  collected  * * * to  the.  collector  of  internal  revenue  of  the'district 

in  which  the  principal  office  or  place  of  business  is  located.  Such  returns  shall  contain  such 
information,  and  be  made  in  such  manner,  as  the  Commissioner  of  Internal  Revenue,  with 
the  approval  of  the  Secretary  of  the  Treasury,  may  by  regulation  prescribe. 

6648  Art.  24.  Registration  of  Proprietor. — Every  person,  corporation,  partnership, 
or  association,  including  ticket  brokers,  required  to  collect  the  tax  on  admissions 
to  any  place  shall  on  the  1st  day  of  April,  1918  (and  if  not  on  that  date  engagedfin  business 
then  within  10  days  after  engaging  in  business),  and  annually  thereafter  on  the  1st  day  of 
July,  file  in  the  office  of  the  collector  of  internal  revenue  of  the  district  in  whic'hhis  place  of 
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business  is  located,  an  application  for  registry  on  Form  752  (Appendix  B)  [^[6559] , setting 
forth  the  full  name  of  such  person  or  persons,  the  address  of  each,  with  street,  city,  and 
State,  the  nature  of  the  business,  and,  in  the  case  of  proprietors,  the  name  of  the  theater, 
hall,  park,  or  place  where  the  performances  are  held,  and  the  location  and  capacity  of 
such  theater,  hall,  park,  or  place,  together  with  the  following  information  for  the  period  of 
12  months  prior  to  such  registration:  the  total  receipts  from  such  business;  the  number  of 
performances  given  by  the  proprietor;  the  number  given  by  others;  and  the  prices  of  admis- 
sion charged.  If  the  registrant  has  no  permanent  place  of  business,  he  shall  give  the  name 
and  address  of  every  place  where  entertainments  or  amusements  conducted  by  him  have 
been  held  during  the  12  months’  period  above  mentioned.  In  the  case  of  traveling  or 
itinerant  shows,  exhibitions,  or  amusement  enterprises,  which  have  fixed  or  established 
headquarters,  the  proprietor,  manager,  or  duly  authorized  officer  thereof  shall  register  with 
the  collector  of  the  district  in  which  such  headquarters  are  located,  and  shall  also  file  with 
him  at  the  time,  or  as  soon  thereafter  as  possible,  a schedule  of  the  itinerary  covering  the 
year,  season,  or  other  period  during  which  the  circus,  show,  exhibition,  or  amusement  is  to 
operate,  or  if  the  itinerary  is  prepared  only  weekly  or  monthly  in  advance,  then  shall  file 
schedules  of  such  itinerary  immediately  upon  its  preparation  from  time  to  time,  and  shall 
keep  a daily  record  and  render  monthly  returns  to  the  collector  of  said  district  as  prescribed 
by  these  regulations.  The  collector,  if  satisfied  that  all  the  statements  given  in  the  appli- 
cation for  registry  are  correct,  will  issue  a certificate  of  registry  on  Form  753  (Appendix  C) 
[1(6560],  which  the  proprietor  shall  keep  conspicuously  posted  in  his  place  of  business,  or 
carry  on  his  person  if  he  has  no  fixed  place  of  business. 

6549  Art.  25.  Tickets:  Cabaret  Checks. — In  order  that  a check  may  be  kept  on 
admissions,  every  proprietor  of  a place  where  admission  is  charged  must  sell 

serially  numbered  tickets  or  use  a machine  or  device  giving  similar  information,  except 
such  proprietors  as  use  detached  tickets  valid  only  on  the  date  printed  thereon  or  use  perma- 
nent tickets  for  repeated  performances.  Proprietors  making  their  first  purchase  of  serial 
reel  tickets  after  these  regulations  become  effective  shall  order  such  tickets  to  start  with 
number  1,  and  their  tickets  shall  thereafter  run  in  serial  order  until  the  number  500,000 
is  reached,  when  they  may  start  again  at  number  1 if  so  desired.  Unless  at  the  time  every 
ticket  is  sold  or  a pass  is  issued  the  words  “Tax  paid”  shall  be  indelibly  and  conspicuously 
stamped  or  printed  thereon,  it  shall  not  be  good  for  admission  except  upon  payment  of  the 
tax  at  the  time  of  admission.  No  ticket  or  pass  expressed  to  be  “Tax  paid”  shall  be  issued 
without  collection  of  the  tax.  The  tax  collected  at  the  time  of  issue  of  a season  ticket  or 
pass  must  be  accounted  for  in  full  in  the  next  monthly  return,  irrespective  of  any  use  of  the 
ticket  or  pass.  Where  rain  checks  attached  to  tickets  sold  for  a canceled  baseball  game  are 
redeemable  in  cash,  with  refund  of  the  tax,  or  by  the  issue  of  a ticket  for  another  game, 
the  box-office  statement  for  the  canceled  game  may  be  marked  “Canceled,”  but  in  its  next 
return  the  tax  must  be  accounted  for  by  the  club  on  any  tickets  not  redeemed  as  shown  by 
a comparison  of  the  box-office  statement  for  the  canceled  game  with  the  statements  for  sub- 
sequent games.  Cabaret  proprietors  must  furnish  each  guest  upon  paying  his  check  a 
coupon  receipt  to  be  detached  therefrom,  containing  separately  in  indelible  figures  the  total 
of  the  amount  paid  for  refreshments,  etc.,  and  the  war  tax  paid  thereon.  The  checks  and 
coupons  must  be  serially  numbered. 

6550  Art.  26.  Records  and  Returns. — Daily  records  shall  be  kept  by  proprietors, 
or  their  agents  in  charge,  showing  separately  the  paid  admissions,  the  children’s 

admissions,  the  taxable  free  admissions,  the  free  admissions  not  taxable,  and  the  total 
admission  tax  collected  on  each  class  for  each  performance,  and  by  ticket  brokers,  showing 
the  tickets  sold  for  each  entertainment,  the  proceeds,  the  cost  of  the  tickets,  and  the  tax 
returnable.  The  collector  of  internal  revenue  may  in  his  discretion  require  any  person  re- 
ceiving payments  for  taxes  to  make  daily  deposit  of  the  sums  so  received  in  a special  account 
in  such  bank  as  the  collector  shall  designate.  The  monthly  return,  which  shall  be  a re- 
capitulation of  the  daily  records, is  to  be  made  in  duplicate  on  Form  729  [revised  (?)]  and 
to  be  transmitted  to  the  office  of  the  collector,  with  the  amount  of  the  tax,  on  or  before  the 
last  day  of  the  month  following  that  for  which  the  return  is  made.  This  department  will 
furnish  Form  729  to  the  taxpayer  on  application  and  also  suggest  specimen  forms  for  daily 
records,  but  the  proprietor  must  furnish  his  own  forms  for  keeping  the  daily  records. 
Instructions  as  to  the  preparation  of  Form  729  will  be  found  on  the  back  thereof.  In  all 
cases  where  the  performance  is  given  by  a person  other  than  the  proprietor,  both  he  and  the 
proprietor,  or  his  agent  in  charge,  must  sign  the  daily  record.  The  daily  records  of  the 
proprietors  and  ticket  brokers,  with  copies  of  their  monthly  returns,  shall  be  kept  on  file  in 
the  places  of  business  of  such  proprietors  and  brokers  for  a period  of  two  years,  in  such 
manner  as  to  be  readily  accessible  to  investigating  internal  revenue  officers. 
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6551  Art.  27.  Leases  of  Theaters. — When  a person,  society,  or  organization  leases 
a theater,  hall,  park  or  place,  the  lessee  is  required  by  law  to  collect  the  tax  on  ad- 
missions to  entertainments  or  amusements  conducted  at  such  place.  However,  for  the  con- 
venience of  the  parties  and  the  safeguarding  of  the  revenue,  this  department  will  permit  the 
lessor  to  assume  responsibility  for  the  collection  of  the  tax.  If  this  is  done,  the  lessee  will  sell 
tickets  from  the  reels  or  supplies  of  the  proprietor  and  the  record  of  the  entertainment  or 
amusement  will  be  kept  in  the  daily  records  of  the  lessor  in  the  same  manner  and  form  as  if  the 
entertainment  had  been  conducted  by  the  proprietor.  In  addition,  the  name  of  the  lessee  must 
appear  in  a space  provided  in  the  daily  record,  and  the  lessee  shall  certify  to  the  correctness 
of  the  record  upon  delivering  to  the  proprietor  the  tax  collected.  When  general  admission 
tickets  are  sold  by  societies  or  organizations  leasing  theaters,  halls,  parks  or  places,  they 
must  be  exchanged  for  the  regular  box  office  tickets,  for  which  the  proprietor  must  account. 
Where  all  the  admissions  to  an  entertainment  are  sold  to  an  organization  or  society  for  a 
specific  sum,  the  tickets  sold  by  such  organization  or  society  shall  be  exchanged  in  the 
same  manner.  If  the  procedure  authorized  under  this  article  is  not  adopted,  the  lessee, 
precisely  like  any  proprietor,  must  comply  in  every  respect  with  these  regulations  regarding 
registraton,  records,  and  all  other  matters  herein  contained,  and  the  lessor  before  or  at 
the  time  of  the  leasing  must  notify  the  collector  in  writing  of  such  lease  on  Form  754  (Ap- 
pendix D)  [^[6561],  giving  the  name  and  address  of  the  lessee  and  the  dates  on  which  the 
entertainment  will  be  held. 

6552  Art.  28.  Persons  Required  to  Make  Return  of  Dues. — Every  person,  corpora- 
tion, partnership,  or  association  receiving  any  payments  for  dues  or  fees  must  at 

the  time  collect  the  tax  from  the  persons  making  such  payments,  including  in  such  collec- 
tion the  amount  of  unpaid  tax,  if  any,  on  dues  or  fees  received  prior  thereto  covering  any 
period  since  October  31,  1917,  and  make  monthly  return  and  payment  of  collections  to  the 
collector  of  the  district  as  specified  in  Article  23  above. 

6553  Art.  29.  Records  and  Returns. — Daily  records  shall  be  kept  by  clubs  or 
organizations,  showing  the  classes  of  memberships,  the  number  of  members  paying 

dues  or  initiation  fees,  and  the  amount  of  such  dues  or  initiation  fees  each  day  under  each 
classification,  together  with  the  amount  of  the  tax.  The  monthly  return,  which  shall  be  a 
recapitulation  of  the  daily  records,  is  to  be  made  in  duplicate  on  Form  729  [revised  (?)] 
(Appendix  A)  and  to  be  transmitted  to  the  office  of  the  collector,  with  the  amount  of  the  tax, 
on  or  before  the  last  day  of  the  month  following  that  for  which  the  return  is  made.  The 
daily  records  and  copies  of  the  monthly  returns  shall  remain  on  file  in  the  club  or  organiza- 
tion for  a period  of  two  years,  in  such  manner  as  to  be  readily  accessible  to  investigating 
internal  revenue  officers. 

6554  Sec.  1004.  * * * [For  general  penalty  provisions  read  at  Sec.  1308,  in  “Mis- 

cellaneous Matters”  at  back  of  the  book.] 

6555  Art.  30.  Penalties. — In  addition  to  the  penalties  provided  above,  other 
punishment  for  failure  to  comply  with  the  law  and  regulations  is  prescribed  by 

Section  3176  of  the  Revised  Statutes,  as  amended  [see  “Miscellaneous  matters”  at  the 
back  of  the  book],  and  by  other  sections  of  the  internal  revenue  laws.  Doorkeepers  and 
other  employees  of  amusement  enterprises,  equally  with  proprietors  and  with  persons 
admitted,  will  be  prosecuted  for  any  violation  of  the  law. 

6556  Sec.  1005.  [Sec.  1309,  Revenue  Act  of  1918.  See  “Miscellaneous  A4atters” 
at  the  back  of  the  book].  That  the  Commissioner  with  the  approval  of  the 

Secretary,  is  hereby  authorized  to  make  all  needful  rules  and  regulations  for  the  enforce- 
ment of  the  provisions  of  this  Act. 

6557  Art.  31. — In  pursuance  of  the  statute  the  foregoing  regulations  are  hereby 
made  and  promulgated  and  all  rulings  inconsistent  herewith  are  hereby  revoked. 


6558  APPENDIX  A. 

[Form  729.  To  be  revised(?)]. 


6559  APPENDIX  B. 

Application  for  Registry. 

Form  752  U.  S.  Registry  No 

U.  S.  Internal  Revenue.  Date  of  Registry 

Name  of  registrant 

(Individual,  corporation,  partnership,  or  association.) 
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Address  of  registrant 

(Street.)  (City.)  (State.) 

Nature  of  business 

Name,  title,  and  address  of  each  person  interested  in  the  business: 


Name  of  theater,  hall,  park,  or  place 

Location 

(Street.)  _ (City.)  (State.) 

Capacity Prices  of  admission 

Total  receipts  covering  a period  of  12  months^pricr  to  registration,  $ 

Number  of  performances  for  same  period  conducted  by  registrant 

by  others 


State  of county  of , city  of ss.: 

I solemnly  swear  that  the’above  statements  are  true  and  correct  and  that  the  certificate 
of  registry  herein  applied  for  is  to  cover  only  the  business  and  location  above  specified. 

Sworn  to  and  subscribed  before  me  this day  of 19 

Signed 

Title 

(If  individual  owner,  so  state.) 


(Titie  of  officer.) 

This  return  should  be  executed  and  forwarded  to  the  collector  of  internal  revenue  before 
commencing  business  and  before  July  1 of  each  successive  year. 

Received 19. . . . 

Collector . 

To  Collector  of  Internal  Revenue  at 


6660  APPENDIX  C. 

Form  753  U.  S.  Internal  Revenue 

Certificate  of  Registry. 

War  tax  on  admissions. 

This  certifies  that as  a person  receiving  payment 

for  admission  to  entertainments  aud  required  to  collect  the  tax  on  such  admissions,  has 
registered  with  the  undersigned  collector  of  internal  revenue  with  respect  to  his  business 

located  at for  the  year  ending  June  30,  19.  . . . , as  required 

by  law  and  the  regulations  relating  to  the  war  tax  on  admissions  and  dues  imposed  by  the 
act  of  October  3,  1917. 

Dated 

Collector  of  Internal  Revenue , 

District. 


APPENDIX  D 

6661  Form  754  U.  S.  Internal  Revenue. 

Notification  to  Collector  by  Lessor  Where  Lessee  is  Responsible  for  Collection  of  Tax. 

Date 19 


To  Collector  of  Internal  Revenue, 


Name 


(Lessee  conducting  amusement  or  entertainment.) 


(Address.)  (City.)  . # (District.) 

Name,  title,  and  residence  of  each  person  interested  in  the  business: 
(Name.)  (Title.) 


(State.) 

(Residence.) 


on will  conduct 

(Date.) 


at  my  theater, 

(Character  of  amusement  or  entertainment.) 
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park,  or  hall,*  and  will  be  responsible  for  the  collection  and  return  of  the  tax. 

Name  of  lessor 

Title 

Address 

City 

State 

*Strike  out  words  not  applicable. 


APPENDIX  E 

6562  Form  755  U.  S.  Internal  Revenue. 

Affidavit  Claiming  Exemption  from  Collection  of  Tax  on  Admissions. 

State  of , county  of , city  of ss .: 

I,  do  hereby  swear  that  all  the  proceeds  of  ad- 

(Name  of  person  making  affidavit.) 

missions  to  the conducted  on 

(Character  of  amusement  or  entertainment.)  (Date.) 

will  inure  exclusively  to  the  benefit  of  a religious,  educational,  or  charitable  (*)  institution, 
society,  or  organization,  exempt  by  law  and  regulation,  such  beneficiary  being 

(Name.) 

(Address.)  (City.)  (State.) 

This  oath  is  taken  by  me  with  the  full  knowledge  that,  if  false,  I will  be  subject  to  the 
fines  and  penalties  imposed  by  law. 

Name 

Title 

Address 

City 

State 

Subscribed  and  sworn  to  before  me  this day  of , 19 


*Strike  out  words  not  applicable. 


(Official  title.) 


6563  Synopsis  of  Decisions. — The  following  synopsis  of  rulings  of  the  Commissioner 
of  Internal  Revenue  on  questions  arising  under  the  war-revenue  act  of  Octobt  r 

3,  1917,  is  published  for  the  information  of  revenue  officers  and  others  concerned. 

6564  . (1)  Dances  Given  by  Home  Guard. — Payments  for  admissions  to  dances 
given  by  a home  guard  to  raise  money  for  uniforms  and  other  expenses  are  not 

exempt  from  the  admissions  tax. 


6565  (2)  Dance  Halls  in  Outdoor  General  Amusement  Parks. — A dance  hall  located 

within  an  outdoor  general  amusement  park  loses  its  character  as  an  “amusement 
within  an  outdoor  general  amusement  park”  during  those  seasons  when  the  various  other 
amusement  ventures  connected  with  the  park  are  not  operated,  and  admissions  to  such  a 
dance  hall  are  taxable  if  the  charge  for  admission  exceeds  five  cents.  [Read  at  ^[6532], 


6566  (3)  Collection  of  Tax  by  Corporation  Conducting  Dance  Hall. — Corporation 
conducting  a dance  hall  held  to  be  an  agent  of  the  Government  to  collect  tax  on 

admissions,  and  when  Treasury  Decision  2590  was  complied  with  it  is  not  liable  for  failure 
to  collect  the  admissions  tax  until  such  time  as  it  had  actual  or  constructive  notice  of  the 
modification  of  T.  D.  2590  by  the  issuance  of  Regulations  No.  43  [^[6518,  ^[6532]. 

6567  (4)  Tickets  Sold  to  So-called  “Guarantors”  of  a Chautauqua. — When  a 
Chautauqua  bureau  presents  a Chautauqua  under  the  usual  form  of  agreement 

with  a local  body  by  which  the  latter  subscribes  for  the  season  tickets  and  receives  them  to 
resell  to  the  public,  the  admissions  tax  is  payable  on  (1)  the  amount  paid  by  the  local  body 
to  the  bureau,  regardless  of  the  number  of  tickets  not  resold  or  not  used,  and  also  on  (2) 
any  excess  received  by  the  local  body  from  resales  of  tickets  over  the  amount  so  paid  by  it; 
and  also  on  (3)  all  admissions  other  than  by  tickets  so  sold  to  the  local  body. 
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6563  (5)  Merry-go-rounds,  Etc. — The  exemption  of  charges  which  are  in  fact  for 

the  privilege  of  using  equipment  in  amusement  parks  is  intended  to  apply  to  those 
cases  where  the  use  by  the  patron  '13  direct,  personal,  and  independent,  and  therefore  not  to 
merry-go-rounds. 

6569  (6)  Dues  Used  in  Part  for  Individual  Benefit  of  Club  Member. — Golf  club 
dues  for  which  the  member  receives  as  one  of  the  privileges  of  membership  a season 

ticket  for  a municipal  golf  course,  arc  subject  to  tax  without  deducting  the  part  paid  by 
the  club  to  the  city  for  the  season  ticket 

6570  (7)  Commercial  Club  as  a Social  Club. — Those  social  facilities  afforded  by  a 
commercial  club  which  are  kept  open  freely  to  the  public  and  not  limited  to  mem- 
bers are  not  sufficient  to  constitute  the  club  a social  club  for  the  purpose  of  the  dues  tax. 
(T.D.  2782,  Dec.  24,  1918.) 


(T.  D.  27  95.) 

657  1 Synopsis  of  Decisions  on  Questions  Arising  under  the  Act  of  October  3,  1917. 

6539  — The  following  synopsis  of  rulings  of  the  Commissioner  of  Internal  Revenue  on 

questions  arising  under  the  war-revenue  act  of  October  3.  1917,  is  published  for 
the  information  of  revenue  officers  and  others  concerned. 

6572  (1)  Chamber  of  Commerce  as  a Social  Club. — {a)  Dues  paid  for  membership 
privileges  in  a chamber  of  commerce  or  other  primarily  commercial  organization 

are  taxable  if  the  privileges  include  club  house  facilities  such  as  are  afforded  by  an  ordinary 
city  social  club. 

fb)  A commercial  club  conducted  primarily  for  commercial  objects  held  not 

6573  within  the  rule  for  the  special  reason  that  the  chief  social  feature,  that  of  the 
restaurant,  besides  being  maintained  as  an  adjunct  to  the  luncheon  meetings  is 

regularly  open  to  members,  local  business  and  civic  organizations  and  used  by  them  for 
purposes  which  the  club  is  engaged  in  furthering. 

6574  (2)  Payment  for  Share  of  Stock  as  Prerequisite  to  Membership;  Payment 
for  Family  Privileges. — (a)  The  rule  of  Treasury  Decision  2646  that  a share  of 

stock  required  as  a condition  of  becoming  a member  of  a club  is  regarded  as  an  “initiation” 
fee  held  to  apply  to  a club  organized  as  a business  corporation  and  having  stockholders  who 
are  not  members. 

657  5 (b)  The  dues  taxable  include  a sum  paid  by  a member  in  addition  to  his  regular 

dues  to  obtain  privileges  on  the  club  grounds  for  members  of  his  family.  (T.  D. 
2795,  signed  by  Commissioner  Daniel  C.  Proper,  and  dated  February  26,  1919.) 
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ruling  or  other  matter. 


(THE  CORPORATION  TRUST  COMPANY’S  WAR  TAX  SERVICE.) 
ADMISSIONS  AND  DUES  TAXES. 


THE  INDEX  on  the  blue  sheets  at  the  back  of  the  book  indexes 
the  Admissions  and  Dues  Taxes  Law  and  all  regulations,  etc., 
relating  thereto,  to  and  including  page  1314.  Page  1315, 
opposite,  et  seq.,  are  unindexed,  temporarily. 

THE  RUNNING  TABLE  OF  CONTENTS  on  Supplementary 
Page  16,  at  the  back  of  the  book,  should  be  consulted  for  matter 
temporarily  unindexed.  This  table  consists  of  a list  of  all 
Treasury  Decisions,  etc.,  printed  in  the  Service,  showing 
in  a general  way,  the  subject  covered  by  each 
regulation,  ruling  or  other  matter. 
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REGULATIONS  NO.  43  (REVISED) 

FART  2 

[Fully  indexed  at  page  1332.] 

Relating  to  the 

TAX  ON  DUES 

Imposed  by 

TITLE  VIII,  OF  REVENUE  ACT  OF  1918,  APPROVED  FEBRUARY  24, 
1919  (PUBLIC  No.  254,  SIXTY-FIFTH  CONGRESS,  H.  R. 

12863). 


657  6 Article  1. — Complete  analysis  of  provisions  of  Revenue  Act  of 
6510  1918*  concerning  Tax  on  Dues. 

IMPOSITION  OF  TAX. 

(Section  801.) 

RATE  OF  TAX, 

10  per  cent. 

CLUBS  INCLUDED. 

(See  articles  2-7  below.) 

“Any  social,  athletic,  or  sporting  club  or  organization,”  except  “a 
fraternal  society,  order,  or  association  operating  under  the  lodge  system.” 

PAYMENTS  WITHIN  TIME  SCOPE  OF  THIS  ACT. 

(See  articles  8-10  below.) 

(“paid  on  or  after”  April  1,  1919, 

“Any  amount”  \ which  is 

[paid  “for  any  period  after”  April,  1,  1919. 

BASIS  OF  TAX. 

(See  articles  11-14  below.) 

“Where  the  dues  or  fees  of  an 
active  resident  annual  mem- 
ber are  in  excess  of  $10  per 
year.” 

“If  such”  initiation  “fees 

amount  to  more  than  $10,” 
or 

“If  the  dues  or  membership 
fees  (not  including  initiation 

fees)  of  an  active  resident 

annual  member  are  in  excess 
of  $10  per  year.” 

“ Life  membership .” — Each  “life  member  shall  pay 
annually,  at  the  time  for  the  payment  of  dues  by 

active  resident  annual  members,  a tax  equiva- 

lent to  the  tax  upon  the  amount  paid  by  such  a 
member.”  But  there  is  “no  tax  upon  the 
amount  paid  for  life  membership.” 

*As  to  how  the  Tax  on  Dues  under  the  Revenue  Act  of  1917  differs  from  that  tax 
under  this  Act,  see  arts.  2,  6,  and  8-11,  below,  and  Appendix,  p.  1331. 
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‘Any  amount 
paid”  as 


“ Dues  or  mem- 
bership fees” 


or 


“ Initiation  fees’ 


EFFECTIVE  DATE, 
April  1,  1919. 
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(6576)  COLLECTION,  RETURN,  AND  PAYMENT  OF  TAX. 

(Sections  802,  502,  and  1309.) 

WHO  TO  PAY  TAX. 

(Sec  article  15  below.) 

DUES  OR  FEES.  LIFE  MEMBERSHIP. 

“Person  paying”  “dues  or  fees.”  “Life  member.” 

WHO  TO  COLLECT,  RETURN,  AND  PAY  OVER  TAX. 

(See  article  15  below.) 

DUES  OR  FEES.  LIFE  MEMBERSHIP. 

“Person  receiving”  “dues  or  fees.”  “Club  or  organization.” 

RETURNS. 

(See  article  16  below.) 

“Monthly  returns  under  oath”  (but  regulations  may  allow  two  witnesses 
to  be  used  instead  of  oath  for  returns  of  $10  or  less),  “in  duplicate,”  to 
“be  made  at  such  times  and  in  such  manner”  as  provided  in  regulations. 

PAYMENTS. 

(See  article  16  below.) 

“The  tax  shall,  without  assessment”  or  notice,  “be  due  and  pay- 
able,” at  the  time  fixed  “for  filing  the  returns,”  to  the  collector  of  internal 
revenue  “of  the  district  in  which  the  principal  office  or  place  of  business 
is  located.” 


CREDITS  AND  REFUNDS. 

(Sections  1310  ( a ) and  1316  ( a ).) 

CREDIT  TO  CLUB  FOR  OVERPAYMENT. 

(See  article  17  below.) 

“Person  making”  overpayment  “may  take  credit  therefor  against 
taxes  due  upon  any  monthly  return.” 

REFUND  OF  OVERPAYMENT. 

(See  article  18  below.) 

The  Commissioner,  subject  to  regulations,  may  refund  taxes  erroneously, 
illegally,  or  unjustly  collected,  or  excessive  in  amount,  and  “all  penalties 
collected  without  authority.” 

REFUND  BY  CLUB  OF  OVERCOLLECTION. 

(See  article  19  below.) 

“Person  making”  overcollection  “shall  make  refund”  of  excess  “upon 
proper  application  by  the  person  entitled  thereto.” 
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(6576) 


PENALTIES. 

(See  article  20,  below.) 


Act  or  default  penalized. 


“Failure  to  make  and  file”  return 
“within  the  time  prescribed” 
(when  return  not  filed  later  and 
reasonable  cause  shown  for  failure 
to  file  in  time). 

Willfully  making  “false  or  fraudu- 
lent return.” 

Failure  to  pay  tax  when  due 


Failure  by  any  “person”*  to  “pay, 
collect,  or  truly  account  for  and 
pay  over  any  such  tax,  make  any 
such  return  or  supply  any  such  in- 
formation at  the  time  or  times  re- 
quired by  law  or  regulation.” 

Willful  refusal  by  any  “person”*  to 
“pay,  collect,  or  truly  account  for 
and  pay  over  any  such  tax,  make 
such  return  or  supply  such  infor- 
mation at  the  time  or  times  re- 
quired by  law  or  regulation,”  or 
willful  attempt  “in  any  manner  to 
evade  such  tax.” 

Willful  refusal  by  any  “person”*  to 
“pay,  collect,  or  truly  account  for 
and  pay  over  any  such  tax.” 


Penalty  applicable. 


25  per  cent  addition  to  tax  (to 
be  collected  as  part  of  tax, 
or  if  tax  already  collected 
then  in  same  manner  as  tax). 


50  per  cent  addition  to  tax  (to 
be  collected  as  above). 

5 per  cent  addition  to  tax 

and 

1 per^cenr  interest  for  each  full 
month  from  time  tax  due. 


Penalty  of  not  more  than  $1,000. 


Fine  of  not  more  than  $10,000. . . 
or 

Imprisonment  for  not  more  than 
one  year,  or  both. 


100  per  cent  addition  to  taxf . . 


Section  of  Reve- 
nue Act  of  1918. 


Section  3176,  U. 
S. Revised  Stat- 
utes, as  amend- 
ed by  section 
1317. 

Do. 


502. 


1308  (a). 


1308  (b). 


1308  (c). 


*“Person”  includes  “an  officer  or  employee  of  a corporation  or  a member  or  employee 
of  a partnership,  who  as  such  officer,  employee,  or  member  is  under  a duty  to  perform  the 
act  in  respect  of  which  the  violation  occurs.”  (Section  1308  (d.).) 

f“No  penalty  shall  be  assessed  under  this  subdivision  for  any  offense  for  which  a 
penalty  may  be  assessed  under  authority  of  section  3176  of  the  Revised  Statutes,  as 
amended,”  the  substance  of  which  is  stated  above.  (Section  1308  (c).) 

AUTHORITY  FOR  REGULATIONS. 

(Section  1309.) 

“The  Commissioner,  with  the  approval  of  the  Secretary,  is  hereby 
authorized  to  make  all  needful  rules  and  regulations  for  the  enforce- 
ment of  the  provisions  of  this  Act.” 


CLUBS  INCLUDED. 

Pertinent  Provisions  of  Revenue  Act  of  1918. 

(Section  801.) 

657  7 Art.  2.  Provisions  of  Revenue  Acts  of  1917  and  1918. — In  stating 
the  classes  of  clubs  to  which  the  Tax  on  Dues  applies,  the  Revenue 
Act  of  1918  uses  precisely  the  same  words,  “social,  athletic,  or  sporting,” 
as  the  Revenue  Act  of  1917.  So  all  the  provisions  of  articles  3,  4,  5,  and 
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7,  below,  apply  with  equal  force  to  taxes  under  either  Act.  The  exemption 
provision  of  the  1918  Act,  however,  differs  from  that  of  the  1917  Act. 
(See  art.  6,  below.) 

G578  Art.  3.  Determination  of  character  of  Club.— The  purposes  and 
activities  of  a club  and  not  its  name  determine  its  character  for  the 
purpose  of  the  Tax  on  Dues.  Every  club  or  organization  having  social, 
athletic,  or  sporting  features  is  presumed  to  be  included  within  the  mean- 
ing of  the  phrase,  “any  social,  athletic,  or  sporting  club  or  organization,” 
until  the  contrary  has  been  proved,  and  the  burden  of  proof  is  upon  it. 
Every  such  club  or  organization,  therefore,  unless  it  falls  within  the  express 
exemption  of  the  Act  (see  art.  6,  below),  must  collect,  return,  and  pay  over 
the  tax  imposed  by  the  Act,  unless  and  until  it  has  satisfied  the  Commis- 
sioner of  Internal  Revenue  that  it  is  not  in  fact  “social,  athletic,  or  sporting” 
within  the  meaning  of  the  Act  as  defined  in  these  regulations.  (See  arts. 
4 and  5,  below.)  If  any  such  club  or  organization  desires  to  claim  that  it  is 
not  in  fact  “social,  athletic,  or  sporting”  it  shall  submit  to  the  Commissioner 
its  charter  or  constitution  and  by-laws,  together  with  a statement  as  to 
its  actual  purposes,  activities,  practices,  and  facilities,  the  character  of  its 
expenditures,  and  such  other  evidence  as  may  be  requested.  Upon  con- 
sideration of  the  evidence  submitted  the  Commissioner  will  determine 
whether  or  not  such  club  or  organization  is  included  within  this  provision 
of  the  Act;  and  if  he  determines  that  it  is  not,  then  on  the  filing  with  the 
collector  of  internal  revenue  to  whom  the  tax  has  been  paid  of  a properly 
prepared  claim  (see  art.  18,  below)  on  Form  46  (revised),  the  amount  of 
tax  already  paid  to  the  collector  will  be  refunded  to  the  club  or  organization 
for  repayment  by  it  to  the  original  taxpayers. 

65  79  Art.  4.  Social  Clubs. — Any  organization  which  maintains  quarters 
or  arranges  periodical  dinners  or  meetings,  for  the  purpose  of  affording 
its  members  an  opportunity  of  congregating  for  social  intercourse,  is  a 
“social  * * * club  or  organization”  within  the  meaning  of  the  Act, 

unless  its  social  features  are  not  a material  purpose  of  the  organization  but 
are  subordinate  and  merely  incidental  to  the  active  furtherance  of  a different 
and  predominant  purpose,  such  as,  for  example,  religion,  the  arts,  or  business. 
The  tax  does  not  attach  to  dues  or  fees  of  a religious  organization,  singing 
society,  chamber  of  commerce,  commercial  club,  trade  organization,  or  the 
like,  merely  because  it  has  incidental  social  features;  but,  if  the  social  features 
are  a material  purpose  of  the  organization,  then  it  is  a “social  * * * 

club  or  organization”  within  the  meaning  of  the  Act.  An  organization 
that  has  for  its  exclusive  or  predominant  purpose  religion  or  philanthropic 
social  service  is  so  clearly  not  a “social  * * * club  or  organization” 

that  its  possession  and  use  of  a building  furnished  with  social-club  facilities 
does  not  render  taxable  dues  or  fees  paid  to  it.  But  in  the  case  of  any  other 
organization^ — business,  musical,  etc. — the  fact  that  it  provides  for  the  especial 
use  of  its  members,  by  means  of  a clubhouse  or  otherwise,  the  facilities 
ordinarily  provided  by  social  clubs  in  American  cities,  is  evidence  sufficient 
to  prove  it  a “social  * * * club  or  organization.”  Most  fraternal  organ- 

izations are  in  effect  social  clubs,  so  any  such  organization  will  be  deemed 
a “social  * * * club  or  organization,”  unless  it  be  clearly  shown  that 

social  features  are  not  a material  purpose  of  such  organization — but  if  it  is 
operating  under  the  lodge  system  payments  to  it  are  expressly  exempt 
(see  art.  6,  below). 
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6580  Examples. — (1)  A certain  chamber  of  commerce  maintains  for  the 
use  of  its  members  a clubhouse  containing  billiard  tables,  reading 

rooms  and  restaurant.  It  is  a social  club  within  the  meaning  of  the  Act. 

6581  (2)  A certain  commercial  club,  the  primary  aim  of  which  is  to  foster 
the  business  of  the  whole  community  and  which  holds  no  meetings 

for  any  but  business  purposes,  provides  facilities  which  consist  solely  of  a 
dining  room  where  meals  are  served,  and  a room  for  meetings  and  readings, 
both  of  which  are  freely  open  to  the  public  regardless  of  membership.  Dues 
and  fees  paid  to  this  club  are  not  taxable,  for  it  is  not  a social  club  within  the 
meaning  of  the  Act. 

6582  (3)  A certain  chamber  of  commerce  maintains,  as  its  sole  quarters, 
offices  for  purely  business  purposes,  but  it  has  regular  monthly 

gatherings  in  a rented  hall  for  purely  social  purposed.  It  is  a social  club 
within  the  meaning  of  the  Act. 

65  83  (4)  Neither  a Young  Men’s  Christian  Association  nor  a Young 

Men’s  Hebrew  Association  is  a social  club  within  the  meaning  of  the 
Act,  for  the  predominant  purpose  of  each  is  religion  and  philanthropic  social 
service. 

6584  (5)  A social  settlement  which  provides,  among  other  things,  dances 
and  other  social  opportunities  for  a slum  neighborhood  is  supported 

by  contributions.  Any  person  contributing  $15  a year  is  called  a “member” 
of  the  settlement  association.  Such  contributions  are  not  taxable,  for  such 
a settlement  is  not  a social  club  within  the  meaning  of  the  Act,  as  its  pre- 
dominant purpose  is  philanthropic  social  service. 

6585  Art.  5.  Athletic  or  Sporting  Clubs. — Tennis,  golf,  boxing,  boating, 
canoe,  fishing  and  hunting  clubs,  and  any  organization  (of  which  the 

members  are  individuals)  for  the  practice  or  promotion  of  athletics  or  sports, 
are  included  within  the  meaning  of  the  words  of  the  Act,  “athletic  or  sporting 
club  or  organization.”  A local,  sectional,  or  national  “athletic  or  sporting” 
association,  the  membership  of  which  is  composed  wholly  or  partly  of  member 
clubs,  is  not  within  the  scope  of  the  Act.  The  possession  and  use  of  a gym- 
nasium, swimming  pool,  or  other  athletic  facilities  by  an  organization  having 
religion  or  philanthropic  social  service  for  its  exclusive  or  predominant 
purpose  does  not  render  taxable  dues  paid  to  it,  as  being  an  “athletic  or 
sporting  club  or  organization.” 

6586  Examples. — (1)  An  intercollegiate  athletic  association,  whose  mem- 
ship  is  composed  not  of  individuals  but  of  the  track  teams  of  a group 

of  colleges,  is  not  within  the  scope  of  the  Act,  and  dues  and  fees  paid  to  it 
by  the  member  teams  are  not  taxable. 

6587  (2)  Dues  and  fees  paid  for  membership  in  a Young  Men’s  Christian 
Association  or  Young  Men’s  Hebrew  Association  are  not  taxable, 

although  they  entitle  the  member  to  the  use  of  a gymnasium,  swimming 
pool,  or  other  athletic  facilities. 

6588  Art.  6.  Exempt  Organizations. — The  Revenue  Act  of  1918  expressly 
exempts  from  tax  “all  amounts  paid  as  dues  or  fees  to  a fraternal 

society,  order  or  association,  operating  under  the  lodge  system.”  For  the 
somewhat  different  exemption  provided  by  the  Revenue  Act  of  1917,  see 
Appendix,  page  1331.  “Operating  under  the  lodge  system”  means  carrying 
on  its  activities  under  a form  of  organization  that  comprises  local  branches, 
chartered  by  a parent  organization  and  largely  self-governing,  called  “lodges,” 
“chapters,”  or  the  like. 


WAR 


1319  TAX 


Reg.  43,  Rev. — Part  II.  Dues. 

TAX  ON  ADMISSIONS  AND  DUES  REGULATIONS. 


6589  Examples. — (1)  An  organization,  formed  for  purely  social  purposes 
by  Masons  of  the  higher  degrees,  consisting  of  local  “lodges” 

and  a “grand  lodge,”  falls  within  the  exemption  of  the  1918  Act  (but  not 
that  of  the  1917  Act.) 

6590  (2)  Dues  and  fees  paid  to  a “chapter”  of  a college  fraternity  are 
exempt  from  tax  under  this  exemption  of  the  1918  Act  (but  are  not 

so  exempt  under  the  1917  Act). 

6591  (3)  Dues  and  fees  paid  to  a “local”  of  a labor  union  are  free  from 
tax  under  the  1918  Act  (and  also  under  the  1917  Act). 

6592  (4)  A national  labor  organization,  comprising  no  local  bodies  but 
organized  as  a single  and  nation-wide  unit,  to  which  each  member 

belongs  directly,  does  not  fall  within  the  exemption  of  the  1918  Act  (nor 
within  that  of  the  1917  Act). 

6593  Art.  7.  Foreign  Clubs. — Dues  or  fees  paid  to  a club  located  outside 
of  the  United  States  and  having  no  branch  or  organization  in  the 

United  States  are  not  taxable. 

6594  PAYMENTS  WITHIN  TIME  SCOPE  OF  REVENUE  ACTS  OF  1917  AND  1918. 

Analysis  of  Pertinent  Provisions  of  Revenue  Act  of  1918. 

(Section  801.) 

[“paid  on  or  after”  April  1,  1919, 

“Any  Amount”]  which  is 

[paid  “for  any  period  after”  April  1,  1919. 

6595  Art.  8.  Dues  or  Membership  Fees. 

Whether  any  tax  is  due,  and,  if  so,  what  tax  is  due, 

on  a payment  made — Is  determined  by — 


I Before  April 
1,  1919. 


II.  On  or  after 
April  1, 
1919. 


a.  For  a period  entirely  before 

Nov.  1,  1917. 

b.  For  a period  partly  before 

Nov.  1,  1917,  and  partly 
after  Oct.  31,  1917,  whether 
partly  after  Apr.  1,  1919, 
or  not. 

c.  For  a period  entirely  after 

Oct.  31,  1917,  whether 

partly  or  entirely  after  Apr. 
1,  1919,  or  not. 

a.  For  a period  entirely  before 

Nov.  1,  1917. 

b.  For  a period  entirely  before 

Apr.  2,  1919,  and  partly 
but  not  entirely  before  Nov. 
1,  1917. 


c.  For  a period  entirely  before 
Apr.  2,  1919,  and  entirely 
after  Oct.  31,  1917. 


d.  For  a period  partly  after  Apr. 
1,  1919,  and  partly  before 
Apr.  2,  1919,  whether  partly 
before  Nov.  1,  1917,  or  not. 


e.  For  a period  entirely  after 
Apr.  1,  1919. 


Neither  Act — not  taxable. 


Revenue  Act  of  1917.  (As  con- 
cerns so  much  of  the  payment 
as  applies  to  the  period  after 
Oct.  31,  1917.  The  remainder 
is,  in  no  case,  taxable.) 

Revenue  Act  of  1917. 


Neither  Act — not  taxable. 


Revenue  Act  of  1917.  (As  con- 
cerns so  much  of  the  payment 
as  applies  to  the  period  after 
Oct.  31,  1917.  The  remainder 
is,  in  no  case,  taxable.) 

Revenue  Act  of  1917. 


Revenue  Act  of  1917.  (As  con- 
cerns so  much  of  the  payment 
as  applies  to  the  period  before 
Apr.  2,  1919,  and  after  Oct.  31, 
1917.) 

Revenue  Act  of  1918.  (As  con- 
cerns so  much  of  the  payment 
as  applies  to  the  period  after 
Apr.  1,  1919.) 

Revenue  Act  of  1918. 
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6596  Examples. — (1)  A certain  social  club  has  two  classes  of  members, 
active  members  paying  dues  of  $24  a year  and  associate  members 

paying  dues  of  $6  a year.  The  club  year  runs  from  September  1 to  August  31, 
inclusive.  It  is  clear  that  an  active  member  is  the  “active  resident  annual 
member”  specified  in  the  Revenue  Act  of  1918.  (See  art.  12,  below.)  On 
March  25,  1919,  Thomas  Johnson  pays  the  club  $24  for  dues  as  a n active  mem- 
ber for  the  club  year  1917-18.  Under  I b of  this  article  the  taxability  of  so 
much  of  this  payment  as  is  applicable  to  the  period  from  November  1,  1917, 
to  August  31,  1918,  inclusive,  is  determined  by  the  Revenue  Act  of  1917. 
That  Act  does  tax  it  (see  Appendix,  p.  1331)  and  the  tax  is  $2  (10  per  cent 
of  ten- twelfths  of  $24). 

6597  (2)  On  April  10,  1919,  James  Smith  pays  the  same  club  $24  for  dues 
as  an  active  member  for  the  club  year  1917-18.  This  payment  falls 

under  II  b of  this  article,  which  gives  identically  the  same  rule  to  follow  as 

I b.  So  the  tax  is  $2,  as  in  the  first  example. 

6598  (3)  On  March  15,  1919,  George  Jones  pays  the  same  club  $24  for 
dues  as  an  active  member  for  the  club  year  1918-19.  Under  I c of 

this  article  the  taxability  of  the  whole  of  this  payment  is  determined  by  the 
Revenue  Act  of  1917.  That  Act  does  tax  it  (see  Appendix,  p.  1331)  and  the 
tax  is  $2.40  (10  per  cent  of  $24). 

6599  (4)  On  April  13,  1919,  William  Brown  pays  the  same  club  $24 
for  dues  as  an  active  member  for  the  club  year  1918-19.  Under 

II  d of  this  article  the  taxability  of  so  much  of  this  payment  as  is  applicable 
to  the  period  from  September  1,  1918,  to  April  1,  1919,  inclusive , is  deter- 
mined by  the  Revenue  Act  of  1917,  and  the  taxability  of  the  remainder 
by  the  Revenue  Act  of  1918.  There  is  a tax  under  each  Act.  (See  Appendix, 
p.  1331,  and  art.  12,  below.)  As  the  rate  under  each  Act  is  10  per  cent,  the 
whole  payment  is  taxable  at  10  per  cent  and  the  tax  is,  therefore,  $2.40. 

6600  (5)  On  March  10,  1919,  Frank  Mason,  an  associate  member  of  many 
years’  standing,  pays  the  same  club  $6  for  his  dues  for  the  club 

year  1918-19.  Under  I c of  this  article  the  taxability  of  the  whole  of  this 
payment  is  determined  by  the  Revenue  Act  of  1917.  As  neither  this  amount 
itself,  not  this  amount  plus  an  initiation  fee  paid  within  the  year  (it  is  obvious 
that  no  initiation  fee  will  have  been  paid  within  the  year,)  is  in  excess  of  $12, 
it  is  not  taxable.  (See  Appendix,  p.  1331.) 

6601  (6)  On  April  10,  1919,  Daniel  Green,  another  associate  member  of 
many  years’  stahding,  pays  the  same  club  $6  for  his  dues  for  the  club 

year  1918-19.  Under  II  d of  this  article  the  taxability  of  so  much  of  this 
payment  as  is  applicable  to  the  period  from  September  1,  1918,  to  April  1, 
1919,  inclusive , is  determined  by  the  Revenue  Act  of  1917,  and  the  taxability 
of  the  remainder  by  the  Revenue  Act  of  1918.  As  we  have  just  seen  in  the 
fifth  example,  the  Revenue  Act  of  1917  levies  no  tax  on  such  a payment  and, 
therefore,  the  part  coming  under  that  Act  is  tax  free.  However,  as  the  dues 
of  “an  active  resident  annual  member”  are  $24,  such  a $6  payment  is  taxable 
under  the  Revenue  Act  of  1918  (see  a’rt.  12,  below),  and,  therefore,  the  remain- 
der of  the  payment,  amounting  to  $2.48  (a  trifle  less  than  five-twelfths  of 
$6)  is  taxable  at  10  per  cent  under  the  Revenue  Act  of  1918,  making  the  tax 
25  cents.  Thus  the  total  tax  on  the  whole  payment  is  25  cents. 

6602  (7)  A certain  chapter  of  a college  fraternity  imposes  dues  of  $36 
for  the  fraternity  year,  which  consists  of  the  nine  months  from  Octo- 
ber to  June,  inclusive.  On  March  21,  1919,  Albert  White  pays  the  chapter 
$36  as  dues  for  the  fraternity  year  1918-19.  Under  I c of  this  article  the 
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taxability  of  the  whole  payment  is  determined  by  the  Revenue  Act  of  1917. 
That  Act  does  tax  it  (sec  Appendix,  p.  1331)  and  the  tax  is  $3.60  (10  per  cent 
of  $36). 

6603  (8)  On  April  16,  1919,  John  Gray  pays  the  same  chapter  $36  as 
dues  for  the  fraternity  year  1918-19.  Under  II  d of  this  article  the 

taxability  of  so  much  of  this  payment  as  is  applicable  to  the  period  from 
October  1,  1918,  to  April  1,  1919,  inclusive , is  determined  by  the  Revenue 
Act  of  1917,  and  the  taxability  of  the  remainder  by  the  Revenue  Act  of  1918. 
Under  the  1917  Act  (see  Appendix,  p.1321)  there  is  a tax  of  $2.41  (10  per  cent 
of  a trifle  over  six-ninths  of  $36).  But,  as  such  a chapter  is  exempt  from  the 
Tax  on  Dues  under  the  1918  Act  (see  art.  6,  above)  there  is  no  tax  on  the 
remainder  of  the  payment.  The  total  tax  is,  therefore,  $2.41. 

See  also  the  examples  given  in  article  9,  below. 

6604  Art.  9.  Initiation  Fees. 


Whether  any  tax  is  due,  and,  if  so,  what  tax  is  due,  on  a 
payment  made — ■ 

Is  determnied  by—  " 

a.  On  or  before  Oct.  31,  1917 

Neither  Act — not  taxable. 

b.  After  Oct.  31,  1917,  but  before  Apr.  1,  1919 

Revenue  Act  of  1917. 

6605  Examples. — (1)  In  the  case  of  a certain  chapter  of  a college  frater- 
• nity  the  initiation  fees  for  all  members  are  $5  and  the  annual  dues 

$12.  On  March  18,  1919,  William  Edwards,  a new  member  pays  the  chapter 
$17  as  initiation  fees  and  as  dues  for  the  calendar  year  1919.  Under  b of 
this  article  and  I c of  article  8 above,  the  taxability  of  this  whole  payment  is 
determined  by  the  Revenue  Act  of  1917.  There  is,  therefore,  a tax  of  $1.70 
(10  per  cent  of  $17 — see  Appendix,  p 1331.). 

6606  (2)  On  April  1,  1919,  David  Jackson,  another  new  member,  pays 
the  chapter  $17  as  initiation  fees  and  as  dues  for  the  calendar  year 

1919.  Under  c of  this  article,  the  taxability  of  the  $5  paid  as  initiation  fees 
is  determined  under  the  ReVenue  Act  of  1918.  Under  II  d of  article  8,  above, 
the  taxability  of  so  much  of  the  $12  paid  for  dues  as  is  applicable  to  the  period 
from  April  2,  1919,  to  December  31,  1919,  inclusive,  is  also  determined  by  the 
1918  Act.  As  the  fraternity,  under  the  1918  Act,  is  wholly  exempt  from  the 
Tax  on  Dues  (see  art.  6,  above),  there  is  no  tax  on  either  such  initiation  fees 
or  such  part  of  the  dues.  But,  under  II  d of  article  8,  above,  the  taxability 
of  the  remainder  of  the  payment  for  dues  is  determined  by  the  Revenue  Act 
of  1917,  and,  as  the  sum  of  the  initiation  fees  and  the  annual  dues  is  in  excess 
of  $12,  that  remainder  is  taxable  (see  Appendix,  p.  1331)  and  the  tax  is  30  cents 
(10  per  cent  of  a trifle  over  three-twelfths  of  $12). 

6607  (3)  In  the  case  of  a certain  athletic  club  the  initiation  fees  for  all 
members  are  $5  and  the  dues  for  all  members  $8.  On  April  18,  1919, 

Earl  Thompson  pays  the  club  $13  as  initiation  fees  and  as  dues  for  the  cal- 
endar year  1919.  Under  c of  this  article  the  taxability  of  the  $5  paid  as 
initiation  fees  is  determined  by  the  Revenue  Act  of  1918.  As  neither  the 
initiation  fees  themselves  nor  the  annual  dues  of  “an  active  resident  annual 
member”  are  in  excess  of  $10,  this  $5  initiation  fee  payment  is  free  from  tax 
under  the  1918  Act.  (See  art.  13,  below.)  Under  II  d of  article  8,  above, 
the  taxability  of  so  much  of  the  $8  paid  for  dues  as  is  applicable  to  the  period 
from  April  2,  1919,  to  December  31,  1919,  inclusive,  is  also  determined  bv  the 
1918  Act.  As  the  annual  dues  of  “an  active  resident  annual  member”  are 
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not  in  excess  of  $10,  that  part  of  the  $8  is  also  free  from  tax.  (See  art.  12, 
below.)  But,  under  IT  d of  article  8,  above,  the  taxability  of  the  remainder 
of  the  payment  for  dues  is  determined  by  the  Revenue  Act  of  1917,  and, 
as  the  sum  of  the  initiation  fees  and  the  annual  dues  is  in  excess  of  $12 
that  remainder  is  taxable  (see  Appendix,  p.  1331)  and  the  tax  is  20  cents  (10 
per  cent  of  a trifle  over  three-twelfths  of  $8). 

6608  Art.  10.  Life  Membership  Feqp. 


Whether  any  tax  is  due,  and,  if  so,  what 
tax  is  due,  on  a payment  made — 

Is  determined  by — 

a.  On  or  before  Oct.  31,  1917. 

Neither  Act — not-taxable. 

b.  After  Oct.  31,  1917,  but  before  Apr.  1, 
1919. 

Revenue  Act  of  1917. 

c.  On  or  after  Apr.  1,  1919. 

Revenue  Act  of  1918.  (Not  taxable  But 
that  Act  imposes  an  annual  tax  on  life 
members.  See  art.  14,  below.) 

Examples. — See  the  examples  given  in  article  14,  below. 


6609 


BASIS  OF  TAX. 

Analysis  of  Pertinent  Provisions  of  Revenue  Act  of  1918. 

(Section  801.) 


“Dues  or  mem- 
bership fees ” 


‘Any  amount 
paid”as 


or 


“Initiation  fees ” 


“Where  the  dues  or  fees  of  an 
active  resident  annual  mem- 
ber are  in  excess  of  $10  per 
year.” 

“If  such”  initiation  “fees  amount 
to  more  than  $10,” 
or 

“If  the  dues  or  membership  fees 
(not  including  initiation  fees) 
of  an  active  resident  annual 
member  are  in  excess  of  $10 
per  year.” 

—Each  “life 


“Life  membership .” — Each  “life  member  shall  pay 
annually,  at  the  time  for  the  payment  of  dues  by 
active  resident  annual  members,  a tax  equiva- 
lent to  the  tax  upon  the  amount  paid  by  such  a 
member.”  But  there  is  “no  tax  upon  the  amount 
paid  for  life  membership.” 

6610  Art.  11.  Revenue  Act  of  1918  Changes  Basis. — Under  the  Revenue 
Act  of  1918  the  basis  of  taxation  on  club  dues  and  initiation  fees  and 

life  memberships  is  different  from  that  in  force  under  the  Revenue  Act  of  1917. 
To  determine  which  Act  governs  any  particular  payment,  see  articles  8-10, 
above.  For  the  basis  of  tax,  if  the  payment  is  one  governed  by  the  Revenue 
Act  of  1917,  see  Appendix,  page  1331;  if  the  payment  is  one  governed  by  the 
Revenue  Act  of  1918,  see  the  analysis  just  above  and  articles  12  and  13,  below. 

6611  Art.  12.  Dues  or  Membership  Fees. — The  Revenue  Act  of  1918 
imposes  a tax  of  10  per  cent  on  any  amount  paid  as  dues  or  member- 
ship fees  (including  extraordinary  dues  or  assessments,  or  penalties  incurred 
by  failure  to  pay  promptly)  to  any  club  which  is  within  the  terms  of  the 
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Act  (see  arts.  1-7,  above);  provided,  that  the  regular  dues  or  membership 
fees  (not  including  extraordinary  dues  or  assessments,  or  penalties  incurred 
by  failure  to  pay  promptly)  of  “an  active  resident  annual  member”  of  such 
club  are  in  excess  of  $10  per  year.  “An  active  resident  annual  member’ 
is  a member  who  is  neither  a life  nor  a nonresident  member,  but  who  in  other 
respects  enjoys  full  club  privileges,  as  distinguished  from  the  restricted  privi- 
leges enjoyed  by  a person  holding  an  associate  or  other  partial  membership. 

6612  Examples. — (1)  A certain  social  club  has  “members,”  nonresident 
members,  associate  members,  and  junior  members.  “Members”  pay 

an  initiation  fee  of  $15  and  regular  dues  of  $10  per  year.  Associate  members 
pay  an  initiation  fee  of  $10  and  regular  dues  of  $5  per  year.  Nonresident 
members  and  junior  members  pay  still  less.  In  the  case  of  this  club  a 
“member”  is  clearly  the  “active  resident  annual  member”  specified  in  the 
Act.  As  a “member’s”  regular  dues  are  not  in  excess  of  $10  per  year,  none 
of  the  dues  or  membership  fees  paid  by  any  member  of  the  club  are  taxable. 

6613  (2)  A certain  athletic  club  had  members,  dues,  and  fees  precisely 
the  same  as  those  of  this  social  club,  except  that  the  initiation  fee 

of  “members”  is  $10  and  the  regular  dues  of  “members”  are  $15  per  year. 
As  these  dues  are  in  excess  of  $10  per  year,  in  this  case  all  dues  paid  to  the 
club  by  members  of  any  class  are  subject  to  tax. 

6614  (3)  The  same  athletic  club  levies  in  a certain  year,  in  addition  to  its 
regular  dues,  an  assessment  of  $10  on  every  associate  member  and 

provides  a penalty  of  $1  if  it  be  not  paid  within  a month  after  due.  This 
assessment  is  taxable,  and  so  is  the  penalty  if  it  be  imposed. 

661  5 (4)  A member  of  this  same  athletic  club  violates  the  house  rules  and 

is  suspended  until  he  pays  a fine  of  $15.  As  a fine  is  neither  dues 
nor  membership  fees,  this  $15  payment  is  not  taxable. 

6616  (5)  A certain  golf  club’s  dues  are  $15  per  year.  Of  this  amount  $10 
is  expended  in  the  purchase  for  the  member  of  a season  ticket  to  a 

municipal  golf  course.  The  whole  $15  is,  nevertheless,  taxable  as  dues. 

6617  (6)  A certain  golf  club  charges  a “green”  fee  of  $1  for  each  guest 
that  uses  the  course.  Such  a fee  is  not  paid  “as  dues  or  membership 

fees,”  and  is,  therefore,  not  taxable  as  such. 

6618  (7)  The  members  of  a certain  curling  club  pay  annual  dues  of  $20. 
By  the  payment  of  $10  extra  per  year  the  privilege  of  skating  on 

the  club’s  rink  can  be  secured  for  the  member’s  family.  A payment  of  this 
extra  $10  is  taxable  as  a membership  fee. 

See  also  the  examples  given  in  articles  8 and  9,  above,  and  in  article  14, 
below. 

661  9 Art.  13.  Initiation  Fees. — The  Revenue  Act  of  1918  imposes  a tax  of 
10  per  cent  on  any  amount  paid  as  initiation  fees  to  any  club  which 
is  within  the  terms  of  the  Act  (see  arts.  1—7,  above);  provided,  that  either 
(a)  such  initiation  fees  amount  to  more  than  $10,  or  (b)  the  regular  dues  or 
membership  fees  (not  including  extraordinary  dues  or  assessments,  or  penal- 
ties incurred  by  failure  to  pay  promptly)  of  “an  active  resident  annual  mem- 
ber” of  such  club  are  in  excess  of  $10  per  year.  (See  art.  12  and  the  analysis 
just  before  art.  11,  above.)  The  term  “initiation  fees”  includes  any  payment 
to  the  club  required  for  becoming  a member,  whether  evidenced  by  a cer- 
tificate of  membership  or  a share  of  stock  in  the  club  or  not,  for  which  no 
substantial  consideration  is  received  other  than  membership  in  the  club  and 
rights  flowing17 therefrom. 
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6620  Examples. — (1)  In  the  case  of  the  social  club  described  in  the  first 
ex'ample  in  article  12,  above,  an  initiation  fee  paid  by  a “member” 

is  taxable  because  it  amounts  to  more  than  $10,  but  initiation  fees  paid  by 
members  of  the  other  classes  are  not  taxable. 

6621  (2)  In  the  case  of  the  athletic  club  described  in  the  second  example 
in  article  12,  above,  initiation  fees  paid  by  members  of  any  class  are 

taxable,  because  the  regular  dues  of  “an  active  resident  annual  member” 
are  in  excess  of  $10  per  year. 

6622  (3)  A certain  tennis  club  is  a stock  corporation  and  each  new  mem- 
ber has  to  buy  a share  of  stock  in  the  club.  The  amount  paid  for  this 

share  of  stock  is  taxable  as  an  initiation  fee. 

6623  (4)  The  land  of  this  same  tennis  club  is  owned  by  a corporation, 
organized  for  that  purpose,  in  which  many  of  the  club  members  own 

stock.  Money  being  desired  to  buy  additional  land,  it  is  decided  to  admit  no 
new  members  to  the  club  except  such  as  will  buy,  in  addition  to  the  share  of 
stock  in  the  club  itself,  one  share  of  stock  in  the  land-owning  corporation. 
Money  paid  for  this  stock  in  the  land-owning  corporation  is  not  taxable  as 
an  initiation  fee. 

6624  (5)  The  same  tennis  club,  at  a later  stage  of  its  career,  drops  the 
requirement  of  the  purchase  of  stock  in  the  land-owning  corporation, 

but  requires  each  applicant  for  membership,  in  addition  to  paying  for  his 
share  of  stock  in  the  club  corporation,  to  purchase  a first  mortgage  bond 
secured  by  the  club  property.  The  amount  paid  for  this  bond  is  not  taxable 
as  an  initiation  fee. 

See  also  the  examples  given  in  article  9,  above. 

6625  Art.  14.  Life  Memberships. — Under  the  Revenue  Act  of  1918,  each 
life  member  must  pay  the  same  taxes  as  are  imposed  by  that  acton 

the  dues  or  membership  fees  (including  extraordinary  dues  or  assessments, 
or  penalties  incurred  by  failure  to  pay  promptly)  of  “an  active  resident  annual 
member”  (see  art.  12,  above)  falling  due  and  actually  paid  on  or  after  April 
1,  1919,  and  must  pay  them  when  such  dues  or  membership  fees  fall  due.  If 
the  annual  dues  or  membership  fees  of  “an  active  resident  annual  member” 
are  regularly  payable  in-  several  installments,  each  life  member  must  pay, 
on  the  due  date  of  each  of  such  installments  falling  due  on  or  after  April  1, 
1919,  a tax  equivalent  to  the  tax  imposed  by  the  Revenue  Act  of  1918  on  the 
payment,  on  or  after  April  1,  1919,  of  such  installment,  by  such  “active 
resident  annual  member.”  If,  however,  the  “active  resident  annual  mem- 
bers” are  divided,  as  far  as  installment  dates  are  concerned,  into  classes,  the 
taxes  of  each  life  member  shall  be  payable  On  the  dates  on  which  are  payable 
the  installments  of  dues  or  membership  fees  of  that  class  of  “active  resident 
annual  members”  whose  first  installment  of  the.  calendar  year  is  payable 
earliest  in  the  calendar  year.  As  the  Revenue  Act  of  1918  imposes  no  tax 
on  the  amount  paid  to  become  a life  member,  no  such  amount  paid  on  or 
after  April  1,  1919,  is  subject  to  tax.  But  amounts  paid,  on  or  after  November 
1,  1917,  and  before  April  1,  1919,  for  becoming  a life  member,  are  subject  to  a 
tax  of  10  per  cent  under  the  Revenue  Act  of  1917.  (See  b in  art.  10,  above, 
and  Appendix,  p.  1331.) 

6626  Examples. — (1)  A certain  tennis  club  has  the  following  classes  of 

membership:  honorary,  life  voting,  voting,  nonresident,  women’s 

and  junior.  Here  evidently  a voting  member  is  the  “active  resident  annual 
member”  specified  in  the  ReVenue  Act  of  1918.  A life  voting  member  pays 
$500  on  admission  and  is  exempt  from  dues.  The  dues  of  a voting  member 
are  $30  a year,  payable  in  advance  in  three  installments  of  $10  each,  payable 
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January  1,  May  1,  and  September  1,  or  February  1,  June  1,  and  October  1, 
or  March  1,  July  1,  and  November  1,  or  April  1,  August  1,  and  December  1, 
depending  on  the  date  on  which  the  voting  member  was  admitted  to  member- 
ship. If  any  installment  is  not  paid  on  or  before  the  15th  day  of  the  month 
in  which  it  is  due  a penalty  of  $ 2 must  also  be  paid.  In  this  case  each  life 
voting  member  must  pay  (to  the  club , for  the  Government  imposes  on  it  the 
duty  of  collection)  a tax  of  $1  on  May  1 and  September  1,  1919,  and  on 
January  1,  1920,  etc.  If  any  one  of  these  taxes  is  not  paid  to  the  club  on  or 
before  the  15th  day  of  the  month  in  which  it  is  payable,  the  tax  will  be  $1.20 
instead  of  $1.  If  it  happens  that  an  assessment  of  $20,  in  addition  to  the 
regular  dues  and  payable  November  15,  1919,  is  levied  on  the  voting  members, 
then  a tax  of  $2  from  each  life  voting  member  must  also  be  paid  on  that  date 
to  the  club.  If  the  $500  life  voting  membership  fee  was  paid  before  Novem- 
ber 1,  1917,  or  on  or  after  April  1,  1919,  it  is  not  itself  taxable,  but  if  paid  on 
or  after  November  1,  1917,  and  before  April  1,  1919,  it  is  subject  to  a tax  of 
$50  under  the  Revenue  Act  of  1917.  (See  art.  10,  above,  and  Appendix 
p.  1331.) 

6627  (2)  A certain  golf  club  has  two  classes  of  members,  life  members  and 
“members.”  A life  member  pays  $1,000  on  admission  and  is  exempt 

from  dues.  A “member’s”  dues  are  $50  a year,  a $30  installment  for  January- 
June  being  payable  April  1,  and  a $30  installment  for  July-December  being 
payable  October  1.  In  the  case  of  this  club  it  is  clear  that  a “member”  is 
the  “active  resident  annual  member”  specified  in  the  Revenue  Act  of  1918. 
It  is  also  clear  that  there  will  be  due,  from  each  “member,”  on  his  paying  on 
or  after  April  1,  1919,  his  installment  due  on^that  date,  a total  tax  of  $3,  made 
up  of  a tax  of  $1.50  (for  January-March)  under  the  Revenue  Act  of  1917, 
and  a tax  of  $1.50  (for  April-June)  under  the  Revenue  Act  of  1918.  (See 
II  d of  art.  8,  above.)  It  is  equally  clear  that  there  will  be  due,  from  each 
“member,”  on  his  paying  his  October  1,  1919,  installment,  a tax  of  $3  under 
the  Revenue  Act  of  1918.  (See  II  e of  art.  8,  above.)  John  Smith  is  elected 
a life  member  of  this  club  in  February,  1919,  and  in  that  month  pays  his 
$1,000  fee  and  a tax  of  $100  thereon,  under  the  Revenue  Act  of  1917.  Under 
the  Revenue  Act  of  1918  he  will  have  to  pay  (to  the  club , for  the  Government 
imposes  on  it  the  duty  of  collection)  on  April  1,  1919,  a tax  of  $1.50,  and  on 
October  1,  1919,  April  1,  1920,  etc.,  a tax  of  $3 — the  same  taxes  as  that  Act 
imposes  on  a “member.” 

6628  (3)  A certain  social  club  has  three  classes  of  members,  life  members, 
active  members,  and  associate  members.  The  regular  dues  of  the 

active  members  (clearly  the  “active  resident  annual  members”  specified  in  the 
Revenue  Act  of  1918 — see  art.  12,  above)  are  $10  per  year.  Edwin  Boyle 
became  a life  member  in  1916,  paying  a fee  of  $100.  That  payment  was  not 
taxable.  (See  a in  art.  10,  above.)  Nor  does  he  have  to  pay  any  annual  tax 
under  the  Revenue  Act  of  1918.  For  by  that  Act  he  is  to  pay  the  same 
annual  tax  as  “an  active  resident  annual  member,”  and  as  the  regular  dues 
of  “an  active  resident  annual  member”  are  not  in  excess  of  $10  per  year,  such 
a member  pays  no  tax  whatspever.  (See  art.  12,  above.) 

6629  (4)  A certain  golf  club  has  two  classes  of  members,  life  members  and 
“members.”  A life  member  pays  $2,000  on  admission  and  is  exempt 

from  dues.  A “member’s”  dues  are  $100  a year,  payable  on  February  1 for 
the  whole  of  the  calendar  year.  Here  it  is  clear  that  a “member”  is  the 
“active  resident  annual  member”  specified  in  the  Revenue  Act  of  1918.  As 
a “member”  will  have  to  pay  a tax  of  $10  on  February  1,  1920,  a tax  of  like 
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amount  will  be  due  on  that  date  from  each  life  member;  but  as  the  1919  dues 
of  a “member”  fell  due  before  the  Revenue  Act  of  1918  became  effective  no 
annual  tax  is  due  during  1919  from  life  members. 


COLLECTION,  RETURN,  AND  PAYMENT  OF  TAX. 

(Sections  802,  502,  and  1309  of^Revenue  Act  of  1918. 

6630  Analysis  of  above  Provisions  of  Revenue  Act  of  1918. 

WHO  TO  PAY  TAX. 

DUES  OR  FEES.  LIFE  MEMBERSHIP. 

“Person  paying”  “dues  or  fees.”  “Life  member.” 

WHO  TO  COLLECT,  RETURN,  AND  PAY  OVER  TAX. 


DUES  OR  FEES. 

“Person  receiving”  “dues  or  fees.” 


LIFE  MEMBERSHIP. 

“Club  or  organization.” 


RETURNS. 

“Monthly  returns  under  oath”  (but  regulations  may  allow  two  witnesses 
to  be  used  instead  of  oath  for  returns  of  $10  or  less),  “in  duplicate,”  to  “be 
made  at  such  times  and  in  such  manner”  as  provided  in  regulations. 

PAYMENTS. 

k“The  tax  shall,  without  assessment”  or  notice,  “be  due  and  payable,” 
at  the  time  fixed  “for  filing  the  returns,”  to  the  collector  of  internal  revenue 
“of  the  district  in  which  the  principal  office  or  place  of  business  is  located.” 

663 1 Art.  15.  Duty  to  Collect,  Return,  and  Pay  Tax. — Every  club,  organi- 
5513  zation,  corporation,  partnership,  or  individual  receiving  any  taxable 
6511  payment  for  dues  or  fees  must,  at  the  time  of  such  receipt,  collect  the 
8013  tax  from  the  person  making  such  payment.  And  there  rests  on  such 

person  the  corresponding  duty  of  then  paying  such  tax.  Every  club 
or  organization  having  life  members  taxable  under  the  Revenue  Act  of  1918 
must  collect  from  such  life  members  the  tax  imposed  on  them  by  that  Act. 
(See  art.  14,  above.)  And  such  life  members  must,  on  their  part,  promptly 
pay  such  tax.  A monthly  return  and  payment  of  all  such  collections  must  be 
made  in  accordance  with  the  provisions  of  article  16,  below.  (For  penalties 
see  art.  20,  below.) 

6632  Art.  16.  Records,  Returns,  and  Payments. — Every  “social,  athletic, 
or  sporting  club  or  organization,”  unless  expressly  exempted  from 

the  Tax  on  Dues  (see  arts.  2—7,  above),  or  unless  free  from  that  tax  because 
neither  the  initiation  fees  off  any  class  of  its  members  nor  the  regular  dues  or 
membership  fees  of  an  “active  resident  annual  member”  exceed  $10  per  year 
(see  arts.  11-14,  above),  shall  keep  an  up-to-date  record  showing  the  number 
of  its  members  of  each  class.  It  shall  also  keep  a record  in  which  shall  be 
entered  each  day  (1)  under  the  head  of  “Life  membership:”  (a)  the  number  of 
life  members  from  whom  a life  membership  tax  has  been  collected  on  that 
day,  and  (b)  the  total  amount  of  tax  so  collected;  and  (2)  under  the  head  of 
each  other  class  of  membership;  (a)  the  number  of  members  of  that  class 
paying  on  that  day  dues  or  membership  fees  or  initiation  fees,  (b)  the  total 
amount  so  paid  by  members  of  that  class,  and  (c)  the  total  amount  of  tax 
collected  on  such  payments.  Every  such  club  or  organization  shall  make 
up  each  month  from  this  daily  record  a return  in  duplicate  on  Form  729 
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(revised),  in  accordance  with  the  instructions  printed  on  the  back  of  that 
form.  This  return  must  be  made  under  oath,  unless  the  amount  of  the  tax 
returned  is  $10  or  less,  in  which  case  it  may  be  signed  or  acknowledged  before 
two  witnesses  instead  of  being  under  oath.  This  return  together  with  the 
amount  of  the  tax  must  be  transmitted,  on  or  before  the  last  day  of  the  month 
following  that  for  which  it  is  made,  to  the  office  of  the  collector  of  internal 
revenue  of  the  district  in  which  is  located  the  principal  office  or  place  of 
business  of  the  person  making  such  return  and  payment.  (For  penalties  see 
art.  20,  below.)  A copy  of  Form  729  (revised)  will,  as  far  as  possible,  be 
mailed  each  month  to  every  club  or  organization  that  filed  a return  for  the 
preceding  month,  but  a failure  to  receive  such  copy  will  not,  of  course,  excuse 
a failure  to  return  and  pay  the  tax.  The  records  above  prescribed  shall  be 
preserved  in  the  office  of  the  club  or  organization  for  a period  of  two  years, 
in  such  manner  as  to  be  readily  accessible  on  request  to  internal  revenue 
officers. 

CREDITS  AND  REFUNDS. 

6633  Art.  17.  Credit  to  Club  for  Overpayment. — Any  club,  organization, 
8014  corporation,  partnership,  or  individual  that  has  paiid  to  the  collector 
8030  of  internal  revenue,  as  a tax  under  section  801  of  the  Revenue  Act  of 

1918,  any  amount  erroneously  or  illegally  assessed  or  collected  or 
any  amount  in  excess  of  the  amount  of  the  tax  actually  imposed  by  that 
section  for  the  month  covered  by  that  payment,  may  claim  credit  for  such 
overpayment  against  the  amount  of  the  tax  due  upon  any  other  monthly 
return  thereafter  made  in  the  same  behalf  on  Form  729  (revised).  Such  credit 
will  only  be  granted,  however,  if,  in  making  the  claim,  the  instructions  printed 
on  the  back  of  that  form  are  carefully  followed. 

6634  Art.  18.  Refund  of  Overpayment. — Any  club,  organization,  corpora- 
tion, partnership,  or  individual  that  has  paid  to  the  collector  of 

internal  revenue,  as  a tax  under  section  801  of  the  Revenue  Act  of  1918,  any 
amount  erroneously  or  illegally  assessed,  or  any  amount  in  excess  of  the 
amount  of  the  tax  actually  imposed  by  that  section  for  the  month  coveted 
by  that  payment, or  any  amount  as  a penalty  for  the  collection  of  which  there 
was  no  authority,  may  secure  a refund  of  the  amount  so  overpaid  by  filing 
with  the  collector  to  whom  such  payment  was  made  a properly  prepared 
claim  on  Form  46  (revised).  When  a club  or  organization  seeks  to  secure  a 
refund  to  it  of  an  amount  collected  by  it  from  its  members  and  then  paid 
over  by  it  to  the  collector  of  internal  revenue,  the  claim  on  Form  46  (revised) 
must  be  accompanied  by  a list  of  the  members  who  paid  such  amount  and 
by  a sworn  statement  of  a club  officer  that  no  claim  for  a refund  of  any  of  such 
amount  has  been  filed  with  the  collector  or  Commissioner  on  behalf  of  any 
of  such  members. 

6635  Art.  19.  Refund  by  Club  of  Overcollection. — Every  club,  organiza- 
tion, corporation,  partnership,  or  individual  that  has  collected  from 

any  person,  as  a tax  under  section  801  of  the  Revenue  Act  of  1918,  any  amount 
erroneously  or  illegally  assessed,  or  any  amount  in  excess  of  the  amount 
of  the  tax  imposed  by  that  section  actually  due  from  such  person,  shall  upon 
proper  application  promptly  refund  such  amount  to  the  person  entitled 
thereto,  even  though  such  amount  has  already  been  paid  over  to  the  collector 
of  internal  revenue  and  no  corresponding  credit  (see  art.  17,  above)  or  refund 
(see  art.  18,  above)  hafe  yet  been  secured. 
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PENALTIES. 


6636  Analysis  of  Above  Provisions  of  Revenue  Act  of  1918. 


Act  or  default  penalized. 

Penalty  applicable. 

Section  of  Reve- 
nue Act  of  1918. 

“Failure  to  make  and  file”  return 

25  per  cent  addition  to  tax  (to 

Section  3176,  U. 

“within  the  time  prescribed” 

be  collected  as  part  of  tax, 

S. Revised  Stat- 

(when return  not  filed  later  and 

or  if  tax  already  collected 

utes,  as  amend- 

reasonable cause  shown  for  failure 
to  file  in  time). 

then  in  same  manner  as  tax). 

ed  by  section 
1317. 

Willfully  making  “false  or  fraudu- 
lent return.” 

50  per  cent  addition  to  tax  (to 
be  collected  as  above). 

Do. 

Failure  to  pay  tax  when  due 

5 per  cent  addition  to  tax 

and 

1 per  cent  interest  for  each  full 
month  from  time  tax  due. 

502. 

Failure  by  any  “person”*  to  “pay, 
collect,  or  truly  account  for  and 
pay  over  any  such  tax,  make  any 
such  return  or  supply  any  such  in- 
formation at  the  time  or  times  re- 
quired by  law  or  regulation.” 

Penalty  of  not  more  than  $1,000. 

1308  (a). 

Willful  refusal  by  any  “person”*  to 
“pay,  collect,  or  truly  account  for 
and  pay  over  any  such  tax,  make 
such  return  or  supply  such  infor- 
mation at  the  time  or  times  re- 
quired by  law  or  regulation,”  or 
willful  attempt  “in  any  manner  to 
evade  such  tax.” 

Fine  of  not  more  than  $10,000. . . 
or 

Imprisonment  for  not  more  than 
one  year,  or  both. 

1308  (b). 

Willful  refusal  by  any  “person”*  to 
“pay,  collect,  or  truly  account  for 
and  pay  over  any  such  tax.” 

100  per  cent  addition  to  taxf.  . 

1308  (c). 

*“Person”  includes  “an  officer  or  employee  of  a corporation  or  a member  or  employee 
of  a partnership,  who  as  such  officer,  employee,  or  member  is  under  a duty  so  perform  the 
act  in  respect  of  which  the  violation  occurs.”  (Section  1308  (d.).) 

t“No  penalty  shall  be  assessed  under  this  subdivision  for  any  offense  for  which  a 
penalty  may  be  assessed  under  authority  of  section  3176  of  the  Revised  Statutes,  as 
amended,”  the  substance  of  which  is  stated  above.  (Section  1308  (c).) 

8637  Art.  20.  Penalties. — The  scope  of  the  penalties  applicable  to  the  Tax 
5517  on  Dues  is  so  broad  that  reference  will  be  made  only  to  their  most  corn- 
8008  mon  applications.  Every  club  or  organization,  on  which  there  rests  a 
8085  duty  (see  art.  15,  above)  to  file  a monthly  return  on  Form  729  (re- 
vised), that  fails  to  file  such  return,  and  to  pay  over  the  tax  due 
thereon,  during  the  month  which  follows  that  for  which  such  return  should  be 
made,  is  subject  to  certain  automatic  penalties.  A mere  failure  to  file  the 
return  within  that  following  month  causes  to  automatically  accrue  the  25 
per  cent  penalty  imposed  by  section  3176  of  the  Revised  Statutes,  as  amended. 
If  the  failure  be  willful  the  penalty  is  50  per  cent  instead  of  25  per  cent.  A 
mere  failure  to  pay  over  the  tax  within  the  month  following  its  receipt  by  the 
club  or  organization  causes  to  automatically  accrue,  under  section  502  of^the 
Revenue  Act  of  1918,  a penalty  of  5 per  cent,  and  of  interest  at  1 per  cent  per 
month  for  each  full  month  of  delay.  Every  club  member  who  fails  to  pay 
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to  his  club  at  the  proper  time  the  amount  of  the  tax  on  his  dues  to  fees  (see 
art.  15,  above)  is  subject,  under  section  1308  of  the  Revenue  Act  of  1918, 
to  a penalty  of  not  more  than  $1,000.  If  this  failure  amounts  to  a willful 
refusal  to  pay,  or  an  attempt  to  evade  the  tax,  he  is  guilty  of  a misdemeanor 
and  subject  to  a fine  of  not  more  than  $10,000,  or  imprisonment  for  not  more 
than  one  year,  or  both,  and  he  is,  moreover,  liable  to  a penalty  of  100  per 
cent  of  the  amount  of  the  tax.  'These  penalties  apply  as  well  to  a club  officer 
who  fails  to  perform  a duty  with  regard  to  the  Tax  on  Dues  as  to  a member 
who  fails  to  pay  his  tax.  It  is  the  duty  of  the  club  officer  who  has  charge 
of  the  collection  of  dues  and  fees  to  report  to  the  collector  of  internal  revenue 
the  name  and  address  of  any  member  who  refuses  to  pay  his  tax,  together 
with  the  amount  of  the  tax  and  such  other  information  as  will  enable  the 
collector  to  cause  a proper  investigation  to  be  made. 

6638  Example. — A certain  social  club  collects  $1,000  of  taxable  dues 
each  month,  but  the  treasurer  carelessly  fails  to  hie  a return  for 
April,  May,  and  June,  1919,  until  September  2,  1919.  The  taxes  and  auto- 
matically imposed  penalties  then  due  for  those  months  would  be  as  follows-. 


April  tax $100.00 

25  per  cent  penalty 25.00 

5 per  cent  penalty 5.00 

3 months’  interest T - 3.00 

$133.00 

May  tax $100.00 

25  per  cent  penalty 25.00 

5 per  cent  penalty 5.00 

2 months’  interest 2.00 

132.00 

June  tax $100.00 

25  per  cent  penalty 25.00 

5 per  cent  penalty 5.00 

1 month’s  interest 1.00 

---  • 131.00 

Total  of  taxes  and  penalties $396.00 


In  addition  the  club  treasurer  would  be  liable  to  a penalty  of  not  more  than 

$1,000. 

AUTHORITY  FOR  REGULATIONS. 

Section  1309. 

6639  Art.  21.  Promulgation  of  Regulations. — In  pursuance  of  this  pro- 
8012  vision  of  the  Act  the  foregoing  regulations  are  hereby  made  and 
; promulgated  and  all  rulings  inconsistent  with  them  are  hereby 
revoked. 

Daniel  C.  Roper, 
Commissioner  of  Internal  Revenue. 
Approved  March  28,  1919:  Released  April  3,  1919. 

Carter  Glass, 

Secretary  of  the  Treasury. 
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APPENDIX. 

PART  I. 

Section  701  of  Revenue  Act  of  1917. 

6640  Sec.  701.  That  from  and  after  the  first  day  of  November,  nineteen 
[6513  hundred  and  seventeen,  there  shall  be  levied,  assessed,  collected, 

and  paid,  a tax  equivalent  to  ten  per  centum  of  any  amount  paid  as 
dues  or  membership  fees  (including  initiation  fees),  to  any  social,  athletic 
or  sporting  club  or  organization,  where  such  dues  or  fees  are  in  excess  of 
$12  per  year;  such  taxes  to  be  paid  by  the  person  paying  such  dues  or  fees: 
Provided , That  there  shall  be  exempted  from  the  provisions  of  this  section 
all  amounts  paid  as  dues  or  fees  to  a fraternal  beneficiary  society,  order,  or 
association,  operating  under  the  lodge  system  or  for  the  exclusive  benefit 
of  the  members  of  a fraternity  itself  operating  under  the  lodge  system,  and 
providing  for  the  payment  of  life,  sick,  accident,  or  other  benefits  to  the  mem- 
bers of  such  society,  order,  or  association  or  their  dependents. 

PART  H. 

Articles  XX  and  XXII  of  Regulations  No.  43  Under  Revenue  Act  of  1917. 

6641  Art.  20.  Basis  of  Tax. — The  tax  is  10  per  cent  of  any  amount  paid 
6542  as  dues  or  membership  fees  (including  initiation  fees  and  any  pay- 
ments required  for  becoming  or  remaining  a member  as  well  as 

extraordinary  dues  or  assessments)  to  any  social,  athletic,  or  sporting  club 
or  organization  where  such  dues  or  fees  are  in  excess  of  $12  per  year.  Where 
all  the  dues  or  fees  payable  in  any  one  year  by  a member  of  a club  will  aggre- 
gate more  than  $12,  the  tax  attaches  to  each  payment  by  such  member. 
If  the  dues  exclusive  of  the  initiation  fee  are  not  in  excess  of  $12  a year,  no 
tax  is  payable  except  from  members  paying  such  fee.  The  tax  isjpayable  on 
life  membership  fees  when  paid. 

6642  Art.  22.  Exempt  Organizations. — Dues  or  fees  are  expressly  exempt 
6545  when  paid  to  a fraternal  beneficial  society,  order  or  association 

operating  under  the  lodge  system  or  for  the  exclusive  benefit  of  the 
members  of  a fraternity  itself  operating  under  the  lodge  system,  and  providing 
for  the  payment  of  life,  sick,  accident  or  other  benefits  to  the  members  of  such 
society,  order,  or  association  or  their  dependents.  Dues  or  fees  paid  to 
fraternal  orders  not  falling  within  the  express  exemption  are  not  subject  to 
the  tax  if  the  purposes  and  practices  of  the  order  to  which  they  are  paid 
are  religious,  benevolent,  or  educational,  and  any  social  activities  of  the. order 
are  incidental  and  subordinate.  If,  however,  the  purposes  or  practises  of 
any  fraternal  order  are  primarily  social  in  character,  the  dues  or  fees  paid  to 
it  are  subject  to  the  tax. 
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Art  clubs  {see  also  “Clubs  and  organizations”) 6579 

Assessments  by  club 6611 

Associations  of  athletic  clubs 6585 

Athletic  clubs  ( see  also  “Clubs  and  organizations”) 6585 

Authority  for  making  regulations 6639 
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Curling  club 6618 

Delegate  organizations 6585 
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Tennis  clubs 6585 

Trade  organizations 6579 

Treasurer  subject  to  penalties 6637 
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Records  to  be  kept  by  club 

Refund: 

By  club  of  overcollection 

To  club  of  overpayment 

Regulations  43,  Articles  XX  and  XXII  of 

Regulations  43  (Revised),  Part  2: 

Authority  for  making 

Promulgation  of 
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Return  of  tax.  See  “Tax  on  Dues.” 
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Clubs  within  scope  of  tax  under 

Collection,  return,  and  payment  of  tax  under 

Credits  and  refunds  under 

Payments  within  time  scope  of 

Penalties  imposed  by 


and  “Life  mem- 


6632 

. . .6578,  6635 
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. . .6641,  6642 
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6579 
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Tax  on  Admissions.  See  Part  1 of  Regulations  43  (Revised). 

Tax  on  Dues: 

Analysis  of  provisions  of  Revenue  Act  of  1918 6576 
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Change  of  basis 6610 

Dues  or  membership  fees 6641 

Initiation  fees 6641 

Life  memberships 6641 


WAR 


1336  tax 


7 819. 


Reg.  43,  Rev. — Part  II.  Dues. 

TAX  ON  ADMISSIONS  AND  DUES  REGULATIONS. 


INDEX  TO  REGULATIONS  43,  REVISED— PART  2,  DUES.— Concluded. 

Paragraph 

Clubs  within  scope  of  tax  {see  also  “Clubs  and  organizations”) 6577-6593 

Collection  of  tax  from  member 6631 

Credit  to  club  for  overpayment 6633 

Foreign  club,  Payment  of  dues  or  fees  to 6593 

Payment  of  tax  — 

Club  to  collector  of  internal  revenue 6631,6632 

Member  to  dub 6631 

Penalties  for  failure 6637 

When  due 663 1 

Payments  within  time  scope  of  Revenue  Acts  of  1917  and  1918 — 
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Young  Men’s  Hebrew  Associations 6579,6588 
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TAX  ON  ADMISSIONS  AND  DUES 

(Title  VIII,  Beotions 800-802,  Revenue  Act  of  1818) 


ADMISSIONS— CHARACTER  OF  TAX 

AMOUI 

$ 

1ST  OP  TAX 

1 

DUES— CHARACTER  OF  TAX  | AMOUNT  OP  TAX 

(f'l  Dues  ' X 

(4)  Closes1  etc  o^boxesalfnals 

i 

[g)  Initiation  fees 

(c)  Roof  gardens,  cabarets,  and  similar  enteriatnmenh - 

“I";;: 

(A)  Life  members * ^ ! 

| 

Total  io x collected  ! 1 * 

(e)  Excess  ooer  established  prices — Broker's  sales 

i 

Less  Oder  payment  for  month  of. 19 — ^ ^ ^ 

Sworn  to  and  subscribed  before  me  this day  of 19 

Total  amount  of  tax  due 1 1 i 

Penalty  25% ' 1 — 

7 'olal  amount  due ^ | 1 

Name- 

No.  and  Shut 
City  and  Slate 


I smear  or  (affirm)  that  the  foregoing  Is  a true  return  of  the  amount 

of  tax  on  admissions  and  dues  for  the  month  of — , 19 

and  that  the  amount  deducted  for  ocer  payment  Is  allowable  by  law. 
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TAX  ON  ADMISSIONS  AND  DUES 

(Title  VIU,  Sections  800-803,  Revenue  Act  of  1918) 


ADMISSIONS — CHARACTER  OF  TAX 

AMOUNT  OF  TAX  | 

DUES-CHARACTER  OP  TAX 

AMOUNT  OF  TAX 

..... 

$ 

1 

: 

ft\  n„ww 

| 

(a)  Admissions  ( paid  and  free)  — 

\j  > — - ■»— 

(c)  Roof  gardens,  cabarets,  and  similar  entertainments 



(A)  Life  members . . 

(I)  Exass  Oder  established  prices — Box-office  sales  — 

— 

— 

Total  tax  collected 

Less  oter payment  for  month  of ..... 19 — 

Total  amount  of  tax  due , , 

Sworn  to  and  subscribed  before  me  this  — . — day  o] 19 — .. 

Penalty  5 ^ 

Total  amount  due 

—— 

Name 

No.  and  Street 
City  and  State 


I sweat  or  (affirm)  that  the  foregoing  Is  a true  return  of  the  amount 

of  tax  on  admissions  and  dues  for  the  month  of  , 19 , 

and  that  the  amount  deducted  for  oterpagment  Is  allowable  bylaw. 

Sifted — 
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INSTRUCTIONS. 

(8«e  Regulations  43,  Revised.) 


TV  'owing taxon  aTe  imposed  upon  admissions  and  dues  by  the  Revenue  Act  of  1918:  . , 

I.  A .a jenie'in.  - , Rcguhr  admissions.— One  cont  for  each  10  cents  of  fraction  thereof  of  the  amount  paid  for  admission  to  any  place. 


, Regulir  admissions. — une  cont  lor  eacn  iu  cents  or  nacuou  uiereui  m *v  ri •—*. ijitj- 

(6)  Free  admissic.  , Except  U>  employees,  officers,  persona  iu  the  military  or  naval  forces  of  the  United  States  when  in  uniform,  and  children  under 

12  years,  a tax  of  one  tent  for  en  -h  10  cents  or  fraction  thereof  of  the  amount  charged  others.  _v„  fortnnrn 

y(c)  Jidhrfa  soU  6y  agencies  at  an  advance  of  not  mor  than  60  cents  in  excess  of  the  established  price,  6 per  cent  of  such  exceeB,  when  sold  for  more 

than  50  cents  advance,  60  per  cent  of  such  excess, in  addition  to  tax  impoeed  by  (a)  above.  , , , , , , 

(d)  Tickets  sold  by  theaters  in  excess  of  the  established  price,  60  per  cent  of  such  excess,  in  addition  to  tax  impoeod  by  (a)  above. 

(«)  Lease • of  boxes  and  teats.— 1 n lieu  of  tax  imposed  by  (a)  above,  a tax  of  10  per  cont  of  the  amount  for  which  a similar  box  or  seat  is  sold  for  each 
performance  i which  box  or  seit  is  used  or  reserved.  ...  . , , , . saW 

* (/)  Cabarets. — H cents  for  each  10  cents  or  fraction  thereof  of  the  admission  pneo;  admission  pnee  is  deemed  to  be  20  per  cent  of  the  amount  paid 

for  es!^-(a)  10  per  cent  of  amount  paid  to  any  social,  athletic,  or  Bportiug  organization,  where  the  due*of  an  active  resident  annual  member  are 

m — io  p«>r  cent  0f  the  amount  paid  to  any  social,  athletic,  or  sporting  organization,  (1)  if  such  fees  exceed  1 10,  or  (2)  if  dues  of  an 

Ta^^uival^t  to  that  of  active  resident  annual  member  to  be  paid  at  the  time  of  payment  of  dues  by  such  resident  members. 
I 3.  Exemptions. — (a)  Dues  or  fees  paid  to  fraternal  societies  operating  under  the  lodge  system.  , . 

1 (b)  Admissions,  all  the  proceeds  of  which  inure  to  the  benefit  of  religious,  educational,  or  charitable  organizations,  ot  riautmon?  to laptodtural 

lairs,  none  of  the  profits  of  which  are  distributed  to  the  members  ot  the  association.  Claim,  however,  must  be  made  for  exe“f  ^°“  t^imTacleb  and 
4.  Who  must  make  return,  coUect,  and  pay  tax.— Any  person  or  organization  receiving  payment  for  adtaismoneor  dues  or  beme  a club  and 
having  taxable  life  members  must  collect  the  tax  from  person  paying  admission,  dues  or  foes,  except  ui  1 (c)  and  1 (d)  above,  when  vendor  mi.  t p-7 
tax  on  the  excess  charge, 


(Pagei2  ofEForm  729) 


5.  Separate  return  of  tax  on  admissions  must  be  made  for  each  place  operated. 

6.  Computation  of  tax. — Tax  on  admissions  is  imposed  on  each  payment  or  upon  each  taxable  free  admission.  In  computation  of  tax  on 
admission  or  dues  a fractional  part  of  a cent  is  to  be  disregarded  unless  it  amounts  to  one-half  or  more. 

7.  Overpayment. — In  case  of  any  overpayment  made  to  the  Collector  of  Internal  Revenue  credit  may  be  taken  on  any  subsequent  return. 

8.  Returns  and  payment  of  tax. — Return  must  be  made  and  tax  paid  to  the  Collector  of  Internal  Revenue  of  the  district  in  which  the  principal 
office  or  place  of  business  of  the  person  making  the  return  is  located  on  or  before  the  last  day  of  the  month  following  that  for  which  return  is  made. 
Returns  must  be  signed  and  sworn  to  before  an  officer  authorized  to  ad  minister  oaths  but  if  the  tax  is  less  than  $10,  the  return  may  be  signed  or  acknowl- 
edged before  two  subscribing  witnesses. 

9.  Records. — Every  person  or  organization  required  to  make  a return  should  keep  such  records  as  will  show  all  payments,  admissions,  or  members 
upon  which  tax  is  required  to  be  collected. 

10.  Admission  tickets. — The  price  of  the  ticket  shall  be  conspicuously  and  indelibly  printed,  stamped,  or  written  thereon,  together  with  the 
name  of  the  vendor.  Penalty  of  not  more  than  $100  for  violation  of  this  clause. 

11.  Penalties. — Every  person,  corporation,  partnership,  or  association  who  fails  (1)  to  file  a return  is  liable  to  a penalty  of  25  per  cent  of  the  amount 
of  the  tax;  (2)  to  pay  the  tax  on  time  shall  be  liable  to  a penalty  of  5 per  cent,  together  with’  interest  at  the  rate  of  1 per  cent  for  each  full  month ; (3)  to 
furnish  any  information  for  the  purpose  of~ computing  the  tax  shall  be  subject  to  a penalty  of  not  more  than  $1,000;  (4)  who  makes  a false  or  fraudulent 
return  is  liable  to  a penalty  of  50  per  cent  of  the  tax;  (5)  who  willfully  fails  to  comply  witn  any  of  the  provisions  of  the  law  shall  be  fined  not  more  than 
$10,000,  or  imprisoned  for  more  than  one  year,  or  both. 


[Page  4 of  Form  729) 
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6642  For  ^16642  see  page  1331. 

6S43  Extension  of  Time  to  June  15,  1919,  for  Making  First  Returns.— 

6511  See  page’981,  1[4906. 
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TAX  ON  ADMISSIONS  AND  DUES  REGULATIONS. 


REGULATIONS  NO.  43  (REVISED) 

PART  1. 

RELATING  TO  THE 

TAX  ON  ADMISSIONS 

IMPOSED  BY 

TITLE  VIII  OF  REVENUE  ACT  OF  1918. 

6644  Article  1. — Complete  analysis  of  provisions  of  Revenue  Act  of 
6500  1918  concerning  Tax  on  Admissions. 

IMPOSITION  OF  TAX. 

(Section  800.) 

EFFECTIVE  ADMISSIONS  WITHIN  TIME  SCOPE  OF  THIS  ACT, 

DATE,  (See  Articles  2-3.) 

April  1,  1919.  Any  admission  on  or  after  April  1,  1919. 

TAXES  ON  ADMISSIONS. 

(See  Articles  4-28.) 

Tax.  | Who  to  pay  tax. 

“1  cent  for  each  10  cents  or  “The  person  paying 
fraction  thereof  of  the 
amount  paid.” 


for 

sion. 


such  admis- 


‘1  cent  for  each  10  cents  or  “The  person  paying 


fraction  thereof 
amount  paid.’ 


of  the 


for  such 
sion.’ 


admis- 


No  tax, 


Character  of  admission. 

1.  “Admission 1 [ paid  at  the 

established  price  of  such 
admission  or  a higher 
price ] to  any  place  * * * 
including  admission 1 by 
season  ticket  or  subscrip- 
tion.” (Section  800  (a) 

(!)•) 

2.  “In  the  case  of  * * * bona 

fide  employees,  municipal 
officers  on  official  business, 
persons  in  the  military  or 
naval  forces  of  the  United 
States  when  in  uniform, 

• and  children  under  twelve 
years  of  age  admitted 

* * * at  reduced  rates  to  any 

place”  (“including  admis- 
sion 1 by  season  ticket  or 
subscription”  ) . ( Section 

800  (a)  (1).) 

3.  “In  the  case  of  * * * bona 

fide  employees,  municipal 
officers  on  official  business, 
persons  in  the  military  or 
naval  forces  of  the  United 
States  when  in  uniform, 
and  children  under  twelve 
years  of  age  admitted 1 free 

* * * to  any  place.”  (Sec- 
tion 800  (a)  (1).) 

4.  “In  the  case  of”  any  other 

person  “admitted 1 free  or  at 
reduced  rates  (“including 
admission 1 by  season  ticket 
or  subscription”)  to  any 
place  at  a time  when  and 
under  circumstances  under 
which  an  admission 1 charge 
is  made  to  other  persons.” 

(Section  800  (a)  (2).) 

1 “The  term  ‘admission’  [or  ‘admitted’]  as  used  in  this  title  includes  [the  use  of] 
seats  and  tables,  reserved  or  otherwise,  and  other  similar  accommodations,  and  the 
charges  made  therefor.”  (Section  800  (c).) 
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“1  cent  for  each  10  cents  or  The  person  so  ad- 
fraction  thereof  of  the ; mitted. 

price  so  charged  to  such 

other  persons  for  the  same 

or  similar  accommodations.’' 
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(6644) 


Taxes  on  Admissions — Continued. 


Character  of  admission. 

5.  “In  the  case  of  persons  hav- 

ing the  permanent  use  of 
boxes  or  seats  in  an  opera 
house  or  any  place  of 
amusement  or  a lease  for 
the  use  of  such  box  or  seat 
in  such  opera  house  or 
place  of  amusement.” 
(Section  800  (a)  (5)  ) 

6.  “Admission 1 to  any  public 

performance  for  profit  at 
any  roof  garden,  cabaret,  or 
other  similar  entertainment, 
to  which  the  charge  for 
admission 1 is  wholly  or  in 
part  included  in  the  price 
paid  for  refreshment , serv- 
ice, or  merchandise  ” (Sec- 
tion 800  (a)  (6).) 


Tax. 

A tax  (in  lieu  of  the  tax  speci- 
fied in  1,  2,  and  3,  above) 
“equivalent  to  10  per  centum 
of  the  amount  for  which  a 
similar  box  or  seat  is  sold 
for  each  performance  or 
exhibition  at  which  the  box 
or  seat  is  used  or  reserved 
by  or  for  the  lessee  or 
holder.” 

“1V2  cents  for  each  10  cents  or 
fraction  thereof  of  the 
amount  paid” — “the  amount 
paid  for  such  admission 1 to 
be  deemed  to  be  20  per 
centum  of  the  amount  paid 
for  refreshment,  service,  or 
merchandise.” 


Who  to  pay  tax. 

“The  lessee  or  holder.” 


“The  person  paying 
for  such  refresh- 
ment, service,  or 
merchandise.” 


TAXES  ON  CHARGES  IN  EXCESS  OF  ESTABLISHED  PRICE.2 

(See  Articles  29-31.) 


Character  of  excess  charge. 

1.  The  amount  by  which  “the 

amount  for  which  the  pro-  ! 
prietors,  managers,  or  em- 
ployees of  any  opera  house, 
theater,  or  other  place  of 
amusement  sell  or  dispose 
of  tickets  or  cards  of  ad- 
mission” 1 is  “in  excess  of 
the  regular  or  established 
price  or  charge  therefor.” 
(Section  800  (a)  (4).) 

2.  The  amount  by  which  the 

amount  for  which  “tickets 
or  cards  of  admission 1 to  j 
theaters,  operas,  and  other  1 
places  of  amusement”  are ! 
“sold  at  news  stands,  ho- 
tels, and  places  other  than 
the  ticket  offices  of  such  ' 
theaters,  operas,  or  other, 
places  of  amusement”  “in 
excess  of  the  sum  of  the 
established  price  therefor 
at  such  ticket  offices  plus 
the  amount  of  any  tax  im- 
posed under  paragraph 
(1)”  of  section  800  (a)  of, 
the  Act.  (Section  800  (a) 
(3).) 


Tax. 

‘A  tax  equivalent  to  50  per 
centum”  of  such  excess. 


‘A  tax  equivalent  to  5 per 
centum  of  the  amount  of 
such  excess” 
or 

“if  sold  for  more  than  50 
cents  in  excess  of  the  sum 
of  such  established  price 
plus  the  amount  of  any  tax 
imposed  under  paragraph 
(J)” 

then 

“a  tax  equivalent  to  50  per 
centum  of  the  whole  amount 
of  such  excess.” 


Tax  to  be  returned 
and  paid — 

“By  the  person  selling 
such  tickets”  and 
' “in  the  manner  pro- 
vided in  section 
903”  of  the  Act. 


“By  the  person  selling 
such  tickets”  and 
“in  the  manner  pro- 
vided in  section 
903”  of  the  Act. 


1 See  note  1,  page  1341. 

2 These  taxes  are  in  addition  to,  not  in  place  of,  the  Taxes  on  Admissions  above. 
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(6644) 


EXEMPTIONS. 


(Section  800  (b) — See  Articles  32-47.) 

“No  tax  shall  be  levied  under  this  title  in  respect  to  any  admissions:” 

1.  “All  the  proceeds  of  which  inure  exclusively  to  the  benefit  of”: 

(a) 

“Religious,  (]  institutions, 

educational  f societies, 

or  [1  or 

charitable  [I  organizations.” 

(b)  “Societies  for  the  prevention  of  cruelty  to  children  or  animals.” 

(c)  “Organizations  (1)  conducted  for  the  sole  purpose  of  maintaining 

symphony  orchestras  and  (2)  receiving  substantial  support 
from  voluntary  contributions,  (3)  none  of  the  profits  of  which 
are  distributed  to  members  of  such  organizations.” 

(d)  “Persons  in  the  military  or  naval  forces  of  the  United  States.” 

2.  “To  agricultural  fairs  none  of  the  profits  of  which  are  distributed 

to  stockholders  or  members  of  the  association  conducting  the 
same.” 


PRINTING  OF  PRICE  ON  TICKETS. 

(Section  800  (d) — See  Articles  48-56.) 

“The  price  (exclusive  of  the  tax  to  be  paid  by  the  person  paying  for 
admission)  at  which  every  admission  ticket  or  card  is  sold  shall  be  con- 
spicuously and  indelibly  printed,  stamped,  or  written  on  the  face  or 
back  thereof,  together  with  the  name  of  the  vendor  if  sold  other  than  at 
the  ticket  office  of  the  theater,  opera,  or  other  place  of  amusement.  * * *” 

COLLECTION,  RETURN,  AND  PAYMENT  OF  TAX. 

(Sections  802,  502,  903,  and  1309.) 

TAXES  ON  ADMISSIONS. 

Who  to  Pay  Tax 

(See  Article  57.) 

Paid  Admission.  Free  Admission. 

“Person  making”  payment  for  “Person  admitted” 

admission.  free. 

Who  to  Collect,  Return,  and  Pay  Over  Tax. 

(See  Article  57.) 

Paid  Admission.  Free  Admission. 

‘“Person  receiving”  payment  for  “Person  admitting” 

admission.  person  free. 

TAXES  ON  CHARGES  IN  EXCESS  OF  ESTABLISHED  PRICE. 
Who  to  Return  and  Pay  Tax. 

(See  Article  58.) 

Box-Office  Sales.  Broker’s  Sales. 

“Person  selling  such  tickets.”  “Person  selling  such  tickets.” 

RETURNS. 

(See  Article  63.) 

“Monthly  returns  under  oath”  (but  regulations  may  allow  two  wit- 
nesses to  be  used  instead  of  oath  for  returns  of  $10  or  less),  “in  dupli- 
cate,” to  “be  made  at  such  times  and  in  such  manner”  as  provided  in 
-regulations. 
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<6644>  PAYMENTS. 

(See  Article  63.) 

“The  tax  shall,  without  assessment”  or  notice,  “be  due  and  payable,” 
at  the  time  fixed  “for  filing  the  returns,”  to  the  collector  of  internal 
revenue  “of  the  district  in  which  the  principal  office  or  place  of  business 
is  located.” 


CREDITS  AND  REFUNDS. 

(Sections  1310  (a)  and  1316  (a).) 

Credit  for  Overpayment. 

(See  Article  65.) 

“Person  making”  overpayment  “may  take  credit  therefor  against  taxes 
due  upon  any  monthly  return.” 


Refund  of  Overpayment. 

(See  Article  66.) 

The  Commissioner,  subject  to  regulations,  may  refund  taxes  errone- 
ously, illegally,  or  unjustly  collected,  or  excessive  in  amount,  and  “all 
penalties  collected  without  authority.” 

Refund  of  Overcollection. 

(See  Article  67.) 

“Person  making”  overcollection  “shall  make  refund”  of  excess  “upon 
proper  application  by  the  person  entitled  thereto.” 


PENALTIES. 

(See  Article  68.) 


Act  or  default  penalized. 

Sale  of  “admission  ticket  or 
card  on”  the  “face  or  back” 
of  “which  the  name  of  the 
vendor”  (“if  sold  other  than 
at  the  ticket  office  of  the 
theater,  opera,  or  other  place 
of  amusement”)  and  the 
“price  (exclusive  of  the  tax 
to  be  paid  by  the  person  pay- 
ing for  admission)  at  which” 
the  “ticket  or  card  is  sold”  is 
not  “conspicuously  and  in- 
delibly printed,  stamped,  or 
written”;  or  sale  of  an  ad- 
mission ticket  or  card  “at  a 
price  in  excess  of  the  price 
so  printed,  stamped,  or 
written  thereon.” 

“Failure  to  make  and  file”  re- 
turn “within  the  time  pre- 
scribed” (when  return  not 
filed  later  and  reasonable 
cause  shown  for  failure  to 
file  in  time). 

Willfully  making  “false  or 
fraudulent  return.” 

Failure  to  pay  tax  when  due.. 


Penalty  applicable.  Section  of  Revenue 

Act  of  1918. 

Fine  of  not  more  than  $100...  800  (d). 


25  per  cent  addition  to  tax  (to  Section  3176  U.  S. 
be  collected  as  part  of  tax,  Revised  Statutes,  as 
or  if  tax  already  collected  amended  by  section 
then  in  same  manner  as  tax).  1317. 


50  per  cent  addition  to  tax  (to  Do. 

be  collected  as  above). 

5 per  cent  addition  to  tax ! 502  and  903. 

and 

1 per  cent  interest  for  each  full 
month  from  time  tax  due.  I 
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Failure  by  any  “person” 1 to  I 
“pay,  collect,  or  truly  account  j 
for  and  pay  over  any  such 
tax,  make  any  such  return, 
or  supply  any  such  informa- 
tion at  the  time  or  times  re- 
quired by  law  or  regulation.” 
Willful  refusal  by  any  “per- 
son” 1 to  “pay,  collect,  or 

truly  account  for  and  pay  I 
over  any  such  tax,  make  such 
return,  or  supply  such  in- 1 
formation  at  the  time  or  [ 
times  required  by  law  or  j 

regulation,”  or  willful  at- j 
tempt  “in  any  manner  to 

evade  such  tax.” 

Willful  refusal  by  any  “per- 1 
son”1  to  “pay,  collect,  or 

truly  account  for  and  pay 
over  any  such  tax.” 


Penalty  of  not  more  than  1308 
$1,000. 

Fine  of  not  more  than  $10,000.  1308 
or 

Imprisonment  for  not  more 
than  one  year,  or  both. 


100  per  cent  addition  to  tax2.  1308 


(a). 


(b). 


(c). 


AUTHORITY  FOR  REGULATIONS. 

(Section  1309 — See  Article  69.) 

“The  Commissioner,  with  the  approval  of  the  Secretary,  is  hereby 
authorized  to  make  all  needful  rules  and  regulations  for  the  enforce- 
ment of  the  provisions  of  this  Act.” 

IMPOSITION  OF  TAX. 

Admissions  Within  Time  Scope  of  Revenue  Act  of  1918. 

6645  Art.  2.  Taxes  on  Admissions. — Every  payment,  no  matter  when 

6500  it  is  made,  for  an  admission  which  is  to  occur  on  or  after  April 

1,  1919,  is  within  the  time  scope  of  the  Revenue  Act  of  1918, 
and  its  taxability  is,  therefore,  determined  by  the  provisions,  including 
the  exemption  provisions  (see  Articles  32-47),  of  that  Act.  This  is  true 
not  only  of  admissions  at  the  established  or  a higher  price  (see  Article 
4),  but  also  of  reduced-rate  admissions  (see  Articles  18  and  23),  of  leases 
of  boxes  or  seats  (see  Article  25),  and  of  admissions  to  roof  gardens, 
cabarets,  or  similar  entertainments  (see  Article  27),  for  though  the 
phrase  “on  or  after  such  date”  is  actually  expressed,  in  section  800(a), 
only  in  paragraph  (1),  nevertheless  it  is  clearly  implied  in  paragraphs  (2), 
(5),  and  (6).  So  also  every  free  admission  (see  Article  24)  occurring 
on  or  after  April  1,  1919,  even  if  it  occurs  by  virtue  of  a ticket,  pass,  or 
other  card  of  admission,  issued  prior  to  April  1,  1919,  is  within  the  time 
scope  of  the  Revenue  Act  of  1918,  and  its  taxability  is,  therefore,  de- 
termined by  the  provisions,  including  the  exemption  provisions  (see  Ar- 
ticles 32-47),  of  that  Act. 

1 “Person”  includes  “an  officer  or  employee  of  a corporation  or  a member  or  em- 
ployee of  a partnership,  who  as  such  officer,  employee,  or  member  is  under  a duty  to 
perform  the  act  in  respect  of  which  the  violation  occurs.”  (Section  1308  (d).) 

2 “No  penalty  shall  be  assessed  under  this  subdivision  for  any  offense  for  which  a 
penalty  may  be  assessed  under  authority  of  section  3176  of  the  Revised  Statutes,  as 
amended,”  the  substance  of  which  is  stated  above.  (Section  1308  (c).) 
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6040  Art  3.  Taxes  on  Charges  in  Excess  of  Established  Price. — 

Every  amount,  no  matter  when  it  is  paid,  which  is  charged,  in 
excess  of  the  established  price,  for  a ticket  or  card  of  admission,  to  any 
opera  house,  theater,  or  other  place  of  amusement  (see  Articles  29-31), 
which  entitles  a person  to  admission  on  or  after  April  1,  1919,  is  within 
the  time  scope  of  the  Revenue  Act  of  1918  and  its  taxability  is,  therefore, 
determined  by  the  provisions,  including  the  exemption  provisions  (see 
Articles  32-47),  of  that  Act.  For  though  the  phrase  “on  or  after  such 
date”  is  actually  expressed,  in  section  800  (a),  only  in  paragraph  (1), 
nevertheless  it  is  clearly  implied  in  paragraphs  (3)  and  (4). 

TAXES  ON  ADMISSIONS. 

Admissions  at  Established  or  Higher  Price. 

6647  Art.  4.  Basis,  rate,  and  computation  of  tax. — Any  amount  paid 
6501  for  admission  to  any  place,1  at  the  established  price  of  such 

6508  admission,2  or  a higher  price,  is  subject3  under  these  provisions 

of  the  Act  to  a tax  of  1 cent  for  each  10  cents  or  fraction  thereof 
of  the  amount  so  paid.  This  tax  (unlike  the  tax  considered  in  Article  24) 
applies  to  the  payment  for  admission,  not  to  the  admission  itself,  and  so 
as  soon  as  the  payment  for  admission  is  made4  the  tax  applies  irre- 
spective of  whether  or  not  the  admission  itself  ever  takes  place.5  The 
tax  applies  however  small  the  established  price  of  such  admission  may 
be,  for  the  Act  sets  no  minimum  limit  to  its  application,  in  this  respect 
differing  from  the  Revenue  Act  of  1917.  The  tax  applies  to  each  ad- 
mission separately,  and,  therefore,  if  two  or  more  admissions  are  paid 
for  at  once,  whether  for  the  same  occasion  or  for  different  occasions 
by  means  of  a season  ticket,6  or  subscription,6  or  otherwise,  the  total  tax 
is  determined  by  computing  separately  at  the  above  rate  the  tax  on  each 
admission,  and  by  then  adding  together  the  taxes  so  obtained.  In  other 
words,  the  tax  for  ten  similar  admissions  will  always  be  ten  times  the 
tax  for  each  of  the  single  admissions.  The  tax  applies  to  the  whole 
amount  paid  for  any  admission7  and,  therefore,  if  an  admission  is  paid 
for  in  installments  the  balance  of  tax  due  upon  the  payment8  of  each 
installment  after  the  first  will  not  be  based  on  the  amount  of  that  in- 
stallment, but  will  be  determined  by  computing  the  tax  due  on  the  total 
amount  of  all  installments  paid  to  date  and  deducting  the  amount  of  tax 
already  paid.9  Where  a ticket  is  purchased  at  the  established  or  a 

1 For  meaning  of  “amount  paid  for  admission  to  any  place”  see  Articles  5-16. 

2 For  meaning  of  “established  price  of  an  admission”  see  Article  17. 

3 Unless  exempted  by  the  exemption  provisions  of  the  Act.  See  Articles  32-47. 

4 See  note  1 on  page  1400c 

5 Nor  does  the  mere  fact  that  no  admission  ever  takes  place  entitle  one  to  a 
refund  of  the  tax.  See  Article  67. 

6 It  should  be  noted,  however,  that  if  the  season  ticket  or  subscription  gives  a 
right  to  the  permanent  use  of  a box  or  seat  or  amounts  to  a lease  for  the  use 
of  such  box  or  seat,  then  it  is  subject  to  the  tax  imposed  by  section  800  (a)  (5) 
in  lieu  of  the  tax  here  imposed.  See  Article  25. 

7 But  see  example  2,  Article  9. 

8 Provided  that  the  admission  is  not  had  nor  any  ticket  delivered  until  the 
payment  of  the  final  installment.  If  such  admission  is  had  or  a ticket  delivered  at 
any  time  before  the  payment  of  the  final  installment  of  the  price  of  the  ticket,  the 
balance  of  tax  is  payable  upon  such  admission  or  delivery  of  ticket  (see  note  1 on 
page  1400c). 

9 See  example  7 below. 
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higher  price  and  then  sold  at  an  increase  of  price,  the  balance  of  admis- 
sion tax  due  is  determined  in  like  manner.1 

6648  Examples. — (1)  A man  buys  a theater  ticket  at  the  box  office 
of  the  theater  paying  both  the  price  of  the  ticket  and  the  tax. 

Failing  to  use  the  ticket  he  returns  to  the  box  office  the  day  after  the 
performance  and  demands  his  money  back,  including  the  tax.  The 
theater  can  refund  the  tax  only  if  they  also  refund  the  price  of  the  ticket 
for  the  tax  is  on  the  payment  and,  therefore,  the  only  way  to  destroy 
the  tax  liability  is  to  refund  the  payment.  The  mere  failure  to  use  the 
ticket  has  no  effect  on  the  tax  liability.  See  Article  67. 

6649  (2)  The  established  price  of  admission  to  a certain  single-reel 
moving-picture  show,  whose  proceeds  inure  to  a nonexempt 

corporation,  is  1 cent.  As  the  Act  has  no  minimum,  payments  for  ad- 
mission to  this  show  are  subject  to  tax:  and,  as  the  tax  is  1 cent  for  each 
10  cents  or  fraction  thereof  of  the  amount  paid,  the  tax  on  each  payment 
of  1 cent  is  itself  1 cent. 

6650  (3)  The  established  price  of  admission  (see  Article  17)  to  the 
orchestra  circle  of  a certain  theater  is  $2  and  that  price  is  printed 

on  the  ticket.  The  theater  box  office,  however,  sells  this  ticket  for  $2.50. 
The  tax  to  be  paid  by  the  person  buying  this  ticket  is  25  cents  and  not 
20  cents,  for  the  tax  in  such  a case  is  based  on  the  actual  amount  charged 
and  not  on  the  established  price.  The  proprietor  of  the  theater  is  also 
subject  to  a special  tax  on  the  50  cents  excess  charge  (see  Article  29). 

6651  (4)  A ticket  broker  buys  from  a theater  for  75  cents  a ticket  to 
a seat  of  which  that  is  the  established  price.  On  making  this 

purchase  he  pays  the  theater  a tax  of  8 cents.  He  resells  the  ticket  for 
$1.50.  In  this  case  the  admission  tax  to  be  collected  by  him  from  the 
person  to  whom  he  resells  the  ticket  and  to  be  returned  and  paid  ov.er  to 
the  collector  (see  Article  63)  is  7 cents  (15  cents  minus  8 cents).  It  is 
not  8 cents  (as  it  would  be  if  it  were  based  on  the  amount  of  the  75  cents 
additional  paid  for  the  ticket).  The  ticket  broker  can  also,  if  he  desires, 
collect  and  keep  8 cents  more  to  serve  as  a refund  of  the  8 cents  tax  he 
has  already  paid  the  theater.  See  note  2 on  page  1400c . 

6652  (5)  A season  ticket,  good  for  general  admission  to  30  perform- 
ances, the  price  of  general  admission  to  each  of  which  is  25 

cents,  is  sold  for  $7.50,  which  is  no  reduction  from  the  single  admission 
price.  As  the  tax  on  each  admission  is  3 cents  (“1  cent  for  each  10  cents 
or  fraction  thereof  of”  25  cents)  the  total  tax  payable  on  the  season  ticket 
is  90  cents  (30  times  3 cents),  and  not  75  cents,  as  it  would  be  if  the  tax 
were  figured  on  the  total  amount  paid  for  the  season  ticket  rather  than 
on  the  amount  paid  for  each  separate  admission.2 

6653  (6)  A certain  person  goes  with  four  friends  to  a 5-cent  moving- 
picture  house  and  purchases  five  tickets  of  admission  paying 

25  cents  for  them  and  offers  3 cents  in  payment  of  the  tax.  He  must  pay 
2 cents  more,  for  the  tax  is  not  3 cents  but  5 cents,  being  1 cent  for  each 
admission. 

6654  (7)  A child  arranges  to  buy  a 10-cent  ticket  to  a moving-picture 
theater  by  paying  1 cent  a day,  the  ticket  to  be  delivered  on  the 

payment  of  the  last  installment.  In  this  case  a tax  of  1 cent  is  due  on 

1 See  example  4 below;  example  2,  Article  30;  and  note  5 on  page  1383. 

2 See  note  6 on  page  1346.  For  subscription  ticket  at  reduced  rate  see  example  2, 
Article  23. 
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the  payment  of  the  first  cent  and  no  further  admission  tax  whatsoever  is 
due. 

CC55  Art.  5.  Meaning  of  “to  any  place.” — The  tax  under  these  pro- 
visions of  the  Act  is  on  “the  amount  paid  for  admission  to  any 
place”  “Place”  is  a word  of  very  broad  meaning,  and  it  is  not  defined  or 
otherwise  limited  by  the  Act.  But  the  basic  idea  it  conveys  is  that  of 
a definite  location.  The  phrase,  therefore,  “to  any  place”  does  not 
narrow  the  meaning  of  the  word  “admission,”  except  to  the  extent  that 
it  implies  that  the  admission  is  to  a definite  location  on  or  beneath  the 
surface  of  the  earth,  or  to  a structure  whose  location  with  relation  to 
the  earth  is  definitely  fixed,  at  least  temporarily.  Places  of  amusement 
obviously  constitute  the  most  important  class  of  places  admission  to 
which  is  subject  to  this  tax. 

6050  Examples. — (1)  Each  of  the  following  is  a “place”  within  the 

meaning  of  the  Act: 

(a)  An  outdoor  amusement  park,  and  such  attractions  therein  as 
a scenic  railway,  a merry-go-round,  a roller  coaster,  a Ferris  wheel, 
a toboggan  slide,  a bump-the-bumps,  a whip,  a dip-the-dips,  a speed- 
o-plane,  a hilarity  hall,  and  a dance  hall.  (Under  the  Revenue  Act 
of  1917  “outdoor  general  amusement  parks,”  and  also  such  attrac- 
tions therein  as  did  not  charge  over  10  cents  admission,  were  ex- 
pressly exempted  from  the  Tax  on  Admissions,  but  there  is  no  such 
exemption  under  the  Revenue  Act  of  1918. 

(b)  An  observation  tower  on  top  of  a high  building. 

(c)  A grandstand  built  on  private  property  for  the  purpose  of 
viewing  a parade  passing  in  the  public  street  or  a baseball  game  in 
an  adjoining  baseball  park.1 

(d)  A cave. 

(e)  A space  inclosed  by  a bathing  establishment  in  which  are  seats 
from  which  to  watch  the  bathing  along  the  beach.3 

(f)  A floating  theater  operating  along  a river,  anchored  or  moored 
for  each  performance. 

0657  (2)  None  of  the  following  is  a “place”  within  the  meaning  of 

the  Act: 

(a)  A railway  car  (unless  rendered  stationary  by  sidetracking  or 

removal  from  track.)4 

(b)  A street  car  (unless  rendered  stationary  by  sidetracking  or  re- 
moval from  track.) 

(c)  A steamship  (unless  anchored  or  moored). 

(d)  A sight-seeing  automobile. 

(e)  A railroad  train  or  a boat  following  the  course  of  a boat  race. 

6658  (3)  Where  an  admission  charge  is  made  to  a dancing  pavilion 

and  an  additional  charge  is  made,  in  the  case  of  each  dance,  for 
admission  to  the  dancing  floor  within  this  pavilion,  admission  to  the 

1 Second  ride,  see  example  1,  Article  9 ; double  ticket,  see  example  3,  Article  13. 

2 Seat  or  room  in  hotel,  see  example  13,  Article  10 ; seat  in  window,  see  example 
5,  Article  8. 

3 Beach  chair,  see  example  3,  Article  8 ; additional  time,  see  example  2,  Article 
9. 

4 Parlor  car,  see  example  6,  Article  8. 
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dancing  floor  (as  well  as  admission  to  the  pavilion)  is  admission  to  a 
“place”  within  the  meaning  of  the  Act.1 

G6o9  (4)  A tennis  tournament  is  a contest  and  not  a “place”  and, 
therefore,  an  amount  paid  by  a player  to  “enter”  such  a tourna- 
ment is  not  “paid  for  admission  to  any  place”  within  the  meaning  of  the 
Act.  On  the  other  hand,  the  grandstand  at  the  tennis  tournament  is  a 
“place”  within  the  meaning  of  the  Act.2 

6660  Art.  6.  Meaning  of  “admission” — Owner  or  lessee  of  place. — 

The  tax  is  on  “the  amount  paid  for  admission  to  any  place.”  “Ad- 
mission” primarily  means,  of  course,  being  allowed  to  enter  by  some  one. 
There  is  no  “admission”  involved,  therefore,  where  the  person  entering 
is  himself  the  sole  or  a joint  owner  or  lessee  of  the  place.  He  has  a right 
to  enter  without  being  admitted  by  anyone.3 

6661  Examples. — (1)  Two  brothers  are  sole  owners  of  a lot  and  a 
building  thereon  which  contains  a moving-picture  theater.  One 

of  them  is  proprietor  and  manager  of  this  theater,  and  in  the  course  of 
management  enters  it  frequently.  The  other  brother,  though  having  no 
connection  with  the  theater  (other  than  as  owner  of  the  structure),  also 
enters  it  from  time  to  time.  Such  entering  by  them  is  not  an  admission 
within  the  meaning  of  the  Act. 

6662  (2)  Neither  the  directors  nor  the  stockholders  of  a corpora- 
tion4 owning  a place  can  be  considered  as  owners  within  the 

meaning  of  this  article. 

6663  Art.  7.  Meaning  of  “admission” — Clubhouse  or  grounds. — 

Another  application  of  the  principle  stated  in  Article  6 is  where 
the  members  of  a club,  by  reason  of  their  membership,  have  the  right  to 
enter  at  will  into  the  clubhouse  or  grounds  and  the  club  has  an  enter- 
tainment or  exhibition  at  such  clubhouse  or  grounds  and  recognizes  the  right 
of  its  members  to  enter  by  making  no  charge  to  them.  In  such  a case  the  en- 
tering of  a member  of  the  club  into  the  place  where  the  entertainment 
or  exhibition  is  given  is  not  an  admission  within  the  meaning  of  the 
Act,  because  such  member  has  the  right  to  enter  there  by  reason  of  mem- 
bership in  the  club.  (See  also  Articles  11  and  14.) 

6664  Examples. — (1)  A tennis  club  holds  a tournament  at  its  club 
grounds,  charging  nonmembers  an  admission  fee  of  50  cents  but 

making  no  charge  to  club  members.  As  the  entering  of  club  members 
in  such  a case  is  not  an  admission  on  within  the  meaning  of  the  Act,  such 
members  are  not  taxable  under  the  free-admission  provisions  of  the  Act.5 
^>665  (2)  A social  club  gives  a dance  at  its  clubhouse,  charging  in- 

vited guests  $1  per  couple  but  making  no  charge  to  club 
members.  As  the  entering  of  club  members  in  such  a case  is  not  an 

1(‘Skate  rental,”  see  example  1,  Article  10;  “instruction”  charge,  see  examples 
7 and  8,  Article  10. 

2Club  memberships,  see  example  1,  Article  7 ; rental  of  tennis  court,  see  ex- 
ample 3,  Article  10. 

Cooperative  parties,  see  Article  11 ; lease  of  box  or  seat,  see  Article  25. 
4Directors  as  employees,  see  example  1,  Article  21. 

5Entering  tournament,  see  example  4,  Article  5 ; rental  of  tennis  court,  see  ex- 
ample 3,  Article  10 ; cooperative  parties,  see  Article  11 ; club  membership,  see  Arti- 
cle 14. 
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admission  within  the  meaning  of  the  Act,  such  members  are  not  taxable 
under  the  free-admission  provisions  of  the  Act.1 

6666  Art.  8.  Meaning  of  “amount  paid  for  admission” — Seats,  tables, 
etc. — The  tax  is  on  “the  amount  paid  for  admission  to  any 

place.”  “Admission”  primarily  means  being  allowed  to  enter.  But  the 
Act  expressly  provides  that  it  shall  also  include  being  allowed  to  use 
“seats  and  tables,  reserved  or  otherwise,  and  other  similar  accommoda- 
tions.” A charge  for  their  use,  therefore,  in  any  place,  must  be  treated  as 
a charge  for  admission  to  that  place,  subject  to  the  taxes  imposed  by 
section  800(a),  and  not  as  a rental  charge,  which  (see  Article  10) 
would  escape  those  taxes.  So  an  amount  paid  for  the  right  to  use  a 
reserved  seat  in  a theater  or  circus,  a table  in  a roof  garden,  or  the 
like,  is  ec|ually  taxable  with  a charge  for  being  allowed  to  enter  the 
place  itself.  This  is  true  whether  the  charge  made  for  the  use  of  the 
seat,  table,  or  similar  accommodation  is  combined  with  an  admission 
charge  proper  to  form  a single  charge,  or  is  separate  and  distinct  from 
an  admission  charge,  or  is  itself  the  sole  charge. 

6667  Examples. — (1)  Where  75  cents  is  paid  for  general  admission 
to  a circus  and  then  50'  cents  is  paid  for  a reserved  seat,  the  latter 

amount,  equally  with  the  former,  is  “paid  for  admission”  within  the 
meaning  of  the  Act.2 

6668  (2)  Where  $10  is  paid  to  a hotel  to  reserve  a table  for  cele- 
brating New  Year’s  eve,  this  amount  is  “paid  for  admission” 

within  the  meaning  of  the  Act.3 

(3)  An  amount  paid  for  the  use  of  a swinging  beach  chair  at  a 
coast  resort  is  “paid  for  admission”  within  the  meaning  of  the 


6669 

Act.4 

6670 


(4)  An  amount  paid  for  the  use  of  a rolling  or  movable  chair 
to  be  moved  at  the  will  of  the  occupant,  no  definite  limits 
of  space  being  set,  is  not  “paid  for  admission  to  any  place”  within  the 
meaning  of  the  Act.  (See  Article  5.) 

6671  (5)  An  amount  paid  for  the  use  of  a seat  in  a window  to  view  a 
parade  is  “paid  for  admission”  within  the  meaning  of  the  Act. 

6672  (6)  While  under  Article  8 the  use  of  a seat  must  be  consid- 
ered an  “admission”  within  the  meaning  of  the  Act,  an  amount 

paid  for  a seat  in  a parlor  car  is  not  an  “amount  paid  for  admission  to 
any  place,”  because  a parlor  car  is  not  a place  within  the  meaning  of 
the  Act.  (See  Article  5.) 

6678  Art.  9.  Meaning  of  “amount  paid  for  admission.” — Charge 
for  additional  time — The  tax  is  on  “the  amount  paid  for  ad- 
mission to  any  place.”  “Admission”  primarily  means  being  allowed  to 
enter.  But  where  the  original  admission  gives  the  right  to  remain  in 
a place,  or  to  use  a seat,  table,  or  other  similar  accommodation  for  only 
a limited  time,  and  an  amount  is  paid  for  the  same  right  for  an  ad- 

*Hat  check  fee,  see  examples  9 and  15,  Article  10 ; where  tickets  are  sold  see 
example  3,  Article  11 ; rental  of  place,  see  Article  64 ; couple  ticket,  see  example 
10,  Article  17;  club  memberships,  see  Article  14;  where  held  in  rented  hall,  see- 
example  8,  Article  24. 

2Reduced  rate  on  combined  tickets,  see  example  8,  Article  23. 

3See  example  2,  Article  27. 

4Use  for  additional  time,  see  example  2,  Article  9. 

BAs  to  a room  rented  for  a similar  purpose  see  example  13  under  Article  10. 
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ditional  time,  this  amount  is  clearly  an  “amount  paid  for  admission” 
within  the  meaning  of  the  Act. 

6674  Examples. — (1)  Where  a tax  is  payable  on  admission  to  a 
roller  coaster  or  merry-go-round  the  charge  collected  for  a 

second  ride  is  an  “amount  paid  for  admission”  within  the  meaning  of 
the  Act.1 

6675  (2)  Where  50  cents  is  paid  for  the  right  to  occupy  for  one 
hour  a swinging  beach  chair  at  a coast  resort  and  25  cents 

is  later  paid  for  the  right  to  remain  in  the  chair  for  another  hour,  the 
latter  amount,  equally  with  the  former,  is  “paid  for  admission”  within 
the  meaning  of  the  Act.  In  such  case  each  of  these  amounts  is  to  be 
treated  as  a separate  admission  in  computing  the  tax.2 


6676  Art.  10.  Meaning  of  “amount  paid  for  admission” — Rental 
or  services. — The  tax  is  on  “the  amount  paid  for  admission  to  any 
place.”  So,  where  a charge  made,  though  imposed  on  a person  admit- 
ted to  a place,  is  not  in  fact  or  name  a charge  for  admission  but  is  for 
the  rental  of  real  or  personal  property3  or  for  personal  services4  the 
tax  does  not  apply.  If  a charge  imposed  on  a person  admitted  to  a 
place  is  called  a charge  for  admission  it  will  be  considered  to  be  wholly 
for  admission  and  not  in  any  part  for  rental  or  services.  To  be  con- 
sidered a charge  for  rental  or  services  it  must  be  called  such.5  But 
merely  calling  it  such  does  not  necessarily  determine  its  character  as  a 
charge  for  rental  or  services.  Other  conditions  must  be  satisfied. 
These  conditions  are  embodied  in  the  following  table  and  paragraph, 
which  should  be  used  to  determine  the  true  character  of  a charge  so 
imposed  which  is  called  a charge  for  rental  or  services.5 

*As  “place”  see  example  1 (a),  Article  5;  double  ticket,  see  example  3,  Arti- 
cle 13. 

2 Original  payment  for  admission,  see  example  3,  Article  8;  for  computation,  see 
Article  4. 

3 These  terms  are  used  here  as  not  including  “seats  and  tables  * * * and  other 
similar  accommodations.”  (See  Article  8.) 

4 The  so-called  services  of  a ticket  broker,  in  procuring  and  selling  an  admis- 

sion ticket,  in  so  far  as  they  can  be  considered  services  at  all,  are  properly  included 
within  the  meaning  of  “admission”  and  are  not  “services”  within  the  meaning  of  this 
article.  r 

5 It  is  not  necessary  that  the  charge  be  called  in  terms  a “rental”  or  a “services” 
charge,  but  it  must  be  called  by  some  name  that  clearly  implies  that  it  is  a charge 
based  on  rental  or  services  of  some  kind  or  other. 
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DETERMINATION  OF  TRUE  CHARACTER  OF  A CHARGE  CALLED  A 
CHARGE  FOR  RENTAL  OR  SERVICES.1 

A.  Where  There  Is  a Single  Undivided  Charge. 


A single  undivided  charge,  imposed  on  a person  admitted  to  a place, 


Which  is 
called — 


A charge  for 
rental  or 
services.1 


Within  the  meaning  of 

In  case — the  Act,  is  paid  for — 

(1.  Such  rental  or  services  are  involved) 
and  the  charge  is  not  clearly  unrea- 
sonable for  such  rental  or  services 
| and 

Other  persons  who  do  ] Rental  or  services,  as  the 

not  desire  to  and  do  | Admitted  free  f case  may  be. 
not  rent  the  prop-  I or 

erty  or  avail  them-  f Not  admitted 
selves  of  the  serv-  ! at  all. 
ices  are  either J J 

2.  Other  persons  who  do  not  desire  to  Admission,  to  the  extent  of 

and  do  not  rent  the  property  or  that  lesser  charge — the 
avail  themselves  of  the  services  pay  balance  is  considered  to 
a lesser  charge.  be  paid  for  rental  or  serv- 

ices, as  the  case  may  be. 

3.  It  (or  an  equal  charge)  is  imposed  Admission. 

irrespective  of  whether  or  not  the 
person  desires  to  or  does  rent  the 
property  or  avail  himself  of  the 
services. 

4.  There  is  no  such  rental  or  services  Admission. 

really  involved,  or  the  charge  is 
clearly  unreasonable  for  the  rental 
l or  services  involved. 


B.  Where  There  Are  Separate  and  Distinct  Charges. 

6678  In  cases  where  there  is  a charge  (whether  called  an  admis- 
sion charge  or  not)  generally  applicable  to  persons  admitted 

to  a place,  and  also  one  or  more  additional  charges  called  charges  for 
rental  or  services,  as  the  case  may  be,  and  these  respective  additional 
charges  are  only  imposed  on  such  persons  who  desire  to  and  do  rent 
the  property  or  avail  themselves  of  the  services ; then,  unless  the  com- 
parative amounts  of  these  charges  are  clearly  unreasonable,  only  the 
amount  paid  for  the  generally  applicable  charge  is  “paid  for  admission” 
within  the  meaning  of  the  Act. 

6679  Examples. — (1)  Where  a skating  rink  (whether  it  makes  a 
charge  for  admission  to  the  building  or  not)  makes  a charge 

of  25  cents,  called  “skate  rental,”  and  no  other  charge  for  admission  to 
the  ice  or  skating  floor,2  this  25-cent  charge  must  be  treated  as  an 
“amount  paid  for  admission”  to  the  ice  or  skating  floor,  as  it  clearly 
does  not  represent  a reasonable  charge  for  the  use  of  skates  for  one 
evening.  (See  4 in  Table  A above.)  This  is  true  whether  or  not  a 
person  using  his  own  skates  is  compelled  to  pay  this  “skate  rental” 
or  not.  If,  however,  a reasonable  charge  (say  5 cents)  were  made  for 
“skate  rental,”  which  was  not  imposed  on  those  using  their  own  skates, 
and  a separate  charge  was  made  for  “admission”  to  the  ice  or  skating 
floor,  then  only  the  latter  charge  would  be  an  “amount  paid  for  ad- 
mission” to  the  ice  or  skating  floor  within  the  meaning  of  the  Act. 
(See  paragraph  B above.) 


1 See  note  5,  page  1351. 

3 As  “place,”  see  example  3,  Article  5. 
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(2)  A certain  golf  club  charges  guests  and  other  nonmembers 
a “green  fee”  of  $2  for  each  time  they  play  on  its  course.  As  this 
amount  is  paid  for  the  right  to  enter  on  the  course  and  use  it  along 
with  other  people  playing  at  the  same  time,  it  is  clearly  not  paid  for 
rental  but  for  “admission”  within  the  meaning  of  the  Act.  (See  4 
in  Table  A above.)1 

6681  (3)  in  a certain  amusement  park  is  a tennis  court  which  is 
rented  for  50  cents  per  hour.  As  the  person  paying  this  amount 

has  the  sole  and  entire  right  to  use  the  court  during  the  hour,  this 
charge  is  clearly  a rental  charge  for  the  use  of  the  court  and  is  not 
“paid  for  admission”  within  the  meaning  of  the  Act.  (See  1 in  Table 
A above.) 

6682  (4)  a certain  swimming  pool  admits  people  to  the  galleries  of 
the  pool  free  but  charges  50  cents  “for  a swim.”  Payment  of 

this  charge  secures  admission  to  the  main  floor  and  to  the  pool  itself, 
and  the  use  of  a dressing  room,  bathing  suit,  and  towel.  This  50-cent 
charge  must  be  paid  by  everyone  using  the  pool 2 whether  he  furnishes 
his  own  bathing  suit  and  towel  or  not.  In  this  case  the  whole  of  the 
50  cents  is  clearly  an  “amount  paid  for  admission”  within  the  meaning 
of  the  Act.  (See  3 and  4 in  Table  A above.)  But,  if  a reasonable  part 
of  this  charge  (say  5 cents)  was  called  a “towel  fee”  and  was  only 
charged  such  persons  as  rented  a towel,  another  reasonable  part  (say 
10  cents)  was  called  a “bathing-suit  fee”  and  was  only  charged  such 
persons  as  rented  a suit,  and  the  remainder  of  the  charge  was  called 
an  “admission  fee,”  then  only  the  latter  amount  would  be  considered 
to  be  “paid  for  admission”  within  the  meaning  of  the  Act.  (See  para- 
graph B above.) 

6683  (5)  A certain  bathing  establishment  at  a coast  resort  makes  a 
“rental”  charge  of  50  cents,  for  which  it  furnishes  a bathing 

suit,  towel,  and  a dressing  room.  The  patrons  bathe  in  the  ocean 
from  an  uninclosed  beach.  Here  the  50  cents  is  clearly  for  rental  and 
is  not  “paid  for  admission”  within  the  meaning  of  the  Act.  (See  1 in 
Table  A,  above.) 

6684  (6)  A 50-cent  charge  is  made  to  everyone  going  out  on  a 
certain  fishing  pier.  This  charge  covers  the  use  of  fishing 

tackle.  No  one  is  allowed  on  the  pier  unless  he  fishes  and  everyone 
must  pay  the  full  charge  whether  he  uses  his  own  fishing  tackle  or 
not.  In  this  case  the  amount  paid  is  clearly  “paid  for  admission” 
within  the  meaning  of  the  Act.  (See  3 and  4 in  Table  A,  above.) 

6685  (7)  A certain  dancing  school  charges  admission  and  an  addi- 
tional fee,  which  is  reasonable,  for  “instruction.”  It  is  only 

imposed  on  persons  desiring  dancing  instruction.  This  instruction 
charge  is  evidently  paid  for  services  and  so  is  not  “paid  for  admission” 
within  the  meaning  of  the  Act.  (See  paragraph  B,  above.) 

6686  (8)  A certain  dancing  school  has  but  a single  price  for  admis- 
sion. Anyone  admitted  may  dance  and  also,  without  further 

charge,  receive  instruction,  if  desired.  In  this  case  the  whole  amount 
charged  must  be  treated  as  “paid  for  admission”  within  the  meaning 
of  the  Act.  (See  3 in  Table  A,  above.) 

1 Clubhouse  or  grounds,  see  example  1,  Article  7 ; club  membership,  see  Article 
14. 

2 As  “place”  see  example  3,  Article  5. 
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6687  (9)  The  charge  for  “admission”  to  a certain  dance  is  only 

$1  per  person,  but  each  person  is  charged  by  the  management 
a “hat-checking  fee”  of  50  cents.  This  checking  charge  is  so  clearly 
unreasonable  that  the  whole  amount  ($1.50)  must  be  treated  as  an 
“amount  paid  for  admission”  within  the  meaning  of  the  Act.  (See  3 
and  4 in  Table  A,  above.)  1 

0088  (io)  Where  25  cents  an  hour  is  charged  for  the  use  of  a row- 
boat on  a pond  in  an  amusement  park,  this  amount  is  clearly 

paid  for  rental  and  is  not  an  “amount  paid  for  admission”  within  the 
meaning  of  the  Act.  (See  1 in  Table  A,  above.) 

0089  (ii)  Where  a child  pays  10  cents  for  a “ride”  around  a track 
on  a pony,  the  amount  paid  is  clearly  for  the  rental  of  the 

pony  or  the  services  of  the  attendant,  or  both,  and  is  not  an  “amount 
paid  for  admission”  within  the  meaning  of  the  Act.  (See  1 in  Table  A 
above.)  1 

6690  (12)  A certain  bath  establishment  makes  a charge  of  $1  for 
a “Turkish  bath”  and  does  not  allow  anyone  not  taking  such 

a bath  to  enter  the  Turkish  bath  section  of  its  establishment.  This 
charge  is  clearly  not  an  “amount  paid  for  admission”  within  the  mean- 
ing of  the  Act.  (See  1 in  Table  A,  above.) 

6691  (13)  An  amount  paid  for  the  use  of  a seat  in  the  window  of 
a hotel  room,  in  order  to  watch  a parade,  would  clearly  be  an 

amount  paid  for  rental  were  it  not  that  section  800  (c)  of  the  Act  ex- 
pressly provides  that  the  use  of  “seats  and  tables,  reserved  or  other- 
wise, and  other  similar  accommodations”  is  included  in  the  meaning 
of  “admission”  as  used  in  the  Act.  In  view  of  this  provision  of  the 
Act  such  an  amount  must  be  treated  as  “paid  for  admission.”  (See 
Article  8,  and  particularly  example  5 thereunder.)  If  the  whole  room 
were  rented,  however,  it  is  clear  that  the  amount  paid  for  it  would  not 
be  “paid  for  admission.”  2 

6692  (14)  A certain  roller-skating  rink  makes  a charge  of  60  cents 
for  “skate  rental”  to  everybody  who  skates,  no  one  of  whom  is 

allowed  to  use  his  own  skates.  Persons  not  skating  are  admitted  for 
50  cents.  In  this  case  a person  skating  must  pay  a tax  of  5 cents,  for 
50  cents  of  the  charge  imposed  on  him  must  be  considered  to  be  “paid 
for  admission.”  (See  2 in  Table  A,  above.)  3 

6693  (15)  A certain  dance  hall  makes  no  charge  for  “admission” 
but  forces  everyone  entering  to  pay  25  cents  for  “hat  check 

privilege.”  The  amount  paid  is  clearly  an  “amount  paid  for  admission.” 
(See  3 and  4 under  Table  A,  above.)4 

6694  Art.  11.  Meaning  of  “amount  paid  for  admission” — Coopera- 
tive parties. — An  application  of  the  principle  stated  in  Article 

10  is  where  a group  or  organization  of  people  cooperate  in  giving  a 
dance  or  other  entertainment  to  themselves,  sharing  the  expense  among 
themselves.  In  such  a case,  as  the  amount  paid  by  each  is  for  his 
share  of  the  services  and  rental  constituting  the  expense,  it  can  not 
properly  be  considered  as  paid  for  admission  and  is,  therefore,  not 

^ee  example  15  under  this  article. 

2 See  example  1 (c),  Article  5. 

3See  also  example  1 under  this  article. 

4See  example  9 under  this  article. 
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taxable  as  such.  The  mere  fact  that  a limited  number  of  persons, 
outside  of  the  group  or  organization,  are  invited  to  attend  as  free 
guests  or  that  the  individual  share  of  the  expense  is  fixed  at  an  even 
figure,  will  not  make  the  tax  apply  if  the  affair  is  truly  a co-operative 
party  of  the  above  character.  But  if  any  tickets  are  used  or  if  any 
guests  are  required  or  allowed  to  pay  or  if  any  profit  is  sought  or  di- 
vided, then  any  amounts  paid  by  the  organizers  or  guests  can  not  be 
considered  as  a payment  of  a share  of  the  bills  for  services  and  rental 
constituting  the  expense,  but  are  clearly  amounts  “paid  for  admission,” 
subject  to  the  provisions  of  the  Act.1 

6695  Examples. — (1)  A men’s  bowling  club  decides  to  give  a dance 
on  a certain  night,  and  circulates  a list  to  be  signed  by  all 

members  who  care  to  attend.  On  securing  the  names  and  estimating 
the  expenses,  the  share  of  each  member  is  fixed  at  $2.  (No  charge,  of 
course,  is  to  be  made  to  the  partners  brought  by  the  members.)  The 
dance  is  held  without  the  use  of  tickets.  The  expenses  proved  to  be  less 
than  expected,  and  there  is  a balance  left  on  hand.  This  balance  is 
refunded  pro  rata  to  those  who  paid  $2.  In  this  case  it  is  plain  that  the 
amounts  paid  by  the  members  are  not  “paid  for  admission”  within  the 
meaning  of  the  Act.3 

6696  (2)  A young  man’s  club  conducts  a series  of  monthly  dances, 
and  through  friends  and  acquaintances  establishes  a mailing 

list  of  persons  to  whom  invitations  are  sent  each  month.  A charge 
of  $2  is  imposed  on  each  couple  who  attend,  though  no  tickets  are 
used.  That  amount  is  clearly  an  “amount  paid  for  admission”  within 
the  meaning  of  the  Act. 

6697  (3)  A certain  social  club  sends  out  to  its  members  and  certain 
nonmembers  invitations  and  tickets  to  a musicale,  the  price 

of  the  tickets  being  $1.50  each.  Such  a ticket  is  necessary  to  secure 
admission  to  the  musicale.  In  this  case  the  $1.50  is  clearly  an  “amount 
paid  for  admission”  within  the  meaning  of  the  Act.4 

6698  (4)  A group  of  10  young  men  desire  to  give  a dance  and 
propose  to  defray  the  expense  by  selling  100  $2  tickets.  Each 

member  agrees  to  sell  10  tickets  or  to  pay  the  full  price  thereof.  A 
payment  of  $2  for  such  a ticket  is  clearly  an  “amount  paid  for  admis- 
sion” within  the  meaning  of  the  Act. 

6699  Art.  12.  Meaning  of  “amount  paid  for  admission” — Rental 
of  entire  place. — Another  application  of  the  principle  stated  in 

Article  10  is  where  a person  or  organization  acquires  the  sole  right  to 
use  any  place  or  the  right  to  dispose  of  all  the  admissions  to  any  place 
for  one  or  more  occasions.  Such  a transaction,  whether  in  name  a rental 
or  not,  is  in  substance  a rental  of  the  entire  place  and  of  the  attrac- 
tion, if  any,  and  the  Tax  on  Admissions  does  not  apply  to  it.  (But 
when  such  person  or  organization  disposes  of  admissions  to  the  place 
it  occupies  the  position  ordinarily  occupied  by  the  proprietor  of  the 
place.  See  Article  64.) 

Clubhouse  or  grounds,  see  Article  7 ; club  memberships,  see  Article  14. 

2Rental  of  hall,  see  Article  64 ; clubhouse  or  grounds,  see  example  2,  Article  7 ; 
couple  ticket,  see  example  10,  Article  17. 

3Couple  ticket,  see  example  10,  Article  17;  rental  of  hall,  see  Article  64. 

4Clubhouse  or  grounds,  see  examples  1 and  2,  Article  7. 
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«700  Examples. — (1)  A local  lodge,  desiring  to  entertain  the  dele- 

gates to  a national  convention  of  its  order,  contracts  with  a 
theater  to  pay  $1,200  for  its  entire  seating  capacity  for  a particular  per- 
formance in  the  course  of  a long  run  of  an  attraction.  This  transaction 
is  in  effect  a rental  of  the  theater  and  the  attraction  for  that  performance 
and  the  $1,200  is  not  an  “amount  paid  for  admission”  within  the  mean- 
ing of  the  Act.  As  to  the  position  occupied  by  the  lodge  with  respect 
to  admissions  to  the  performance  in  question,  see  Article  64.1 
«701  (2)  A certain  public  dance  hall,  where  public  dances  are  held 

every  night  by  its  proprietors,  is  rented  by  them  to  a certain- 
social  club  for  a certain  night  for  $150.  The  club  charges  its  members 
the  same  fee  as  that  charged  by  the  proprietor  of  the  hall  on  other 
nights.  The  $150  is  not  an  “amount  paid  for  admission,”  but  the  amount 
paid  by  each  member  is  an  “amount  paid  for  admission,”  within  the 
meaning  of  the  Act.2 

G702  (3)  See  example  3 under  Article  10,  for  that  example  properly 

falls  under  this  article  also. 


6703  Art.  13.  Meaning  of  “amount  paid  for  admission” — Purchase 
of  property. — The  tax  is  on  “the  amount  paid  for  admission  to 

any  place.”  In  some  cases  entrance  to  a place  is  granted  only  to  such 
persons  as  have  made  a purchase  of  property  of  some  sort,  which 
must  be  exhibited  to  secure  admission,  but  which  is  not  taken  from 
the  holder  on  his  admission.  In  such  a case,  unless  the  sale  appears, 
by  reason  of  the  undesirability  or  lack  of  value  of  the  article,  to  be  a 
mere  subterfuge,  the  amount  paid  for  such  article  is  not  an  “amount 
paid  for  admission”  within  the  meaning  of  the  Act.3 

6704  Examples. — (1)  Where  a person,  in  order  to  be  admitted  to  an 
entertainment,  is  required  to  purchase  a 25-cent  “thrift  stamp,” 

which  is  to  remain  his  property,  the  amount  paid  for  the  stamp  is  not 
an  “amount  paid  for  admission”  within  the  meaning  of  the  Act. 

6705  (2)  Where  a hotel  makes  it  a requirement  for  entrance  to  its 
cabaret  that  the  patron  purchase  a 50-cent  food  check,  which 

is  good  for  that  amount  in  payment  of  his  bill  .for  food  thereafter  or- 
dered in  the  cabaret,  the  amount  paid  for  this  check  is  not  “paid  for 
admission”  within  the  meaning  of  the  Act.4 

6706  (3)  A certain  amusement  park  company  makes  the  purchase 
of  two  5-cent  tickets  a requirement  of  admission  to  its  park. 

These  tickets  are  kept  by  the  purchaser  and  can  be  used  by  him  in 
payment  of  any  charges  for  admissiqn  to  attractions  within  the  park. 
Within  the  meaning  of  the  Act,  the  amount  paid  for  these  two  tickets 
is  not  “paid  for  admission”  to  the  amusement  park  but  is  “paid  for 
admission”  to  the  particular  attractions  for  which  they  are  used.5 
(Unless  the  amusement  park  company  is  exempt  from  tax  there  will 

'Tax  on  excess  charge,  see  Articles  29-31,  particularly  example  6,  Article  30; 
tax  on  reduced  rate,  see  example  7,  Article  23;  necessity  for  tickets,  see  Article 
48. 

2See  Article  64;  clubhouse  or  grounds,  see  Article  7;  memberships,  see  Article 
14. 

3For  contributions,  see  Article  15. 

4But  see  also  example  5,  Article  27. 

6As  “place”  see  example  1 (a),  Article  5;  additional  time,  see  example  1,  Article 


9. 


WAR 


1356  tax 


7-8-19. 


Reg.  43,  Rev.-  Part  I.  Admissions. 

TAX  ON  ADMISSIONS  AND  DUES  REGULATIONS. 


be  a tax  of  1 cent  on  each  of  these  tickets — see  Article  4 — to  be  paid 
at  the  time  they  are  paid  for.  This  tax  applies  even  if  such  a ticket  is 
good  in  payment  of  a nontaxable  rental — for  example,  of  a row  boat — 
as  well  as  for  a taxable  admission  to  an  attraction,  because  it  can  not 
be  told  for  which  it  will  be  used.  But  if  the  park  company  sells  two 
distinct  kinds  of  5-cent  tickets,  one  kind  good  for  a taxable  admission 
to  an  attraction  and  the  other  not,  then  the  1 cent  tax  will  only  apply 
on  the  former  kind,  and  if  the  person  entering  the  park  takes  two 
tickets  of  the  latter  kind,  then  he  will  have  no  tax  to  pay  on  them.) 
See  also  example  3 under  Article  15. 

C707  Art.  14.  Meaning  of  “amount  paid  for  admission”— Member- 
ships.— The  tax  is  on  “the  amount  paid  for  admission  to  any 
place.”  It  is  clear  that  an  amount  paid  to  become  regularly  entitled  to 
the  privileges  of  a club  or  other  organization,  as  member  or  otherwise, 
is  not  an  “amount  paid  for  admission,”  even  though  one  of  the  privi- 
leges be  the  right  to  enter  a clubhouse,  club  grounds,  gymnasium, 
swimming  pool,  or  the  like.  But  where  the  chief  or  sole  privilege  of 
a so-called  membership  is  a right  of  admission  to  certain  particular 
performances  or  to  some  place  on  a definite  number  of  occasions  (as 
contrasted  with  a more  or  less  unlimited  right  to  enter  a clubhouse  or 
other  place  as  many  times  as  desired  during  a year  or  some  other 
period),  then  the  amount  paid  for  such  so-called  membership  is  an 
“amount  paid  for  admission”  within  the  meaning  of  the  Act.1  A tax  is 
levied  under  certain  circumstances  on  amounts  paid  as  initiation  fees 
or  as  dues  or  membership  fees  to  certain  classes  of  clubs  or  organiza- 
tions, and  also  upon  life  members  of  such  clubs,  by  section  801  of  the 
Revenue  Act  of  1918.  For  this  tax,  called  the  “Tax  on  Dues,”  see 
Part  2 of  these  Regulations,  under  separate  cover. 

6708  Examples.- — (1)  Where  one  of  the  privileges  of  membership  in 
a tennis  club  is  the  right  of  free  admission  to  its  grounds  at 

all  times,  including  the  days  on  which  the  annual  tennis  tournament 
is  in  progress,  neither  the  dues  paid  by  such  a member  nor  any  part 
thereof  can  possibly  be  considered  an  “amount  paid  for  admission”  to 
such  tennis  tournament  within  the  meaning  of  the  Act.2 

6709  (2)  Where  a so-called  membership  in  a musical  club  costs 
$10  a year  and  the  chief  or  sole  privilege  of  membership  is  the 

right  to  a ticket  to  each  of  five  musical  entertainments,  the  amount 
paid  for  this  so-called  membership  is  an  “amount  paid  for  admission” 
within  the  meaning  of  the  Act.3 

6710  (3)  A certain  athletic  club  has  “swimming  memberships,”  with 
annual  dues  of  $15,  giving  certain  privileges,  chief  among  which 

is  the  right  to  use  the  club  swimming  pool  on  any  Tuesday,  Thurs- 
day, or  Saturday  during  the  year.  In  this  case  neither  the  $15  nor 
any  part  thereof  can  be  considered  as  “paid  for  admission”  within  the 
meaning  of  the  Act. 

6711  (4)  This  same  athletic  club  has  “special  swimming  member- 
ships,” which  cost  $5,  and  entitle  the  “member”  to  20  “swims” 

1 Clubhouse  or  grounds,  see  Article  7 ; cooperative  parties,  see  Article  11. 

3 Clubhouse  or  grounds,  see  example  1,  Article  7. 

3 As  a lease  of  box  or  seat,  see  example  4,  Article  26 ; as  to  tax  on  full  rate,  see 
example  5,  Article  4 ; as  to  tax  on  reduced  rate,  see  example  2,  Article  23. 
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in  the  club  swimming  pool.  The  club  also  admits  persons  to  its  swim- 
ming pool  for  a single  “swim”  on  payment  of  35  cents.  Both  this 
$5  and  this  35  cents  are  amounts  “paid  for  admission”  within  the  mean- 
ing of  the  Act.  (But  as  such  $5  payment  is  doubtless  at  a reduced 
rate,  any  tax  in  this  case  would  be  based  on  the  established  price  of 
each  such  admission.  See  Article  23.)  1 

«7I2  (5)  A certain  professional  baseball  club  sells  for  $40  what  it 

calls  an  “annual  membership,”  the  chief  privilege  of  which  is 
the  right  to  be  admitted  to  the  grand  stand  at  each  of  the  games  sched- 
uled for  the  home  grounds.  This  $40  is  clearly  an  “amount  paid  for 
admission”  within  the  meaning  of  the  Act.  (But  as  such  payment  is 
doubtless  at  a reduced  rate,  any  tax  in  this  case  would  be  based  on 
the  established  price  of  each  such  admission.  See  Article  23.) 


6713  Art.  15.  Meaning  of  “amount  paid  for  admission” — Contribu- 
tions.— The  tax  is  on  “the  amount  paid  for  admission  to  any 
place.”  “Amount  paid  for  admission”  means  amount  necessarily  paid 
because  required  for  admission.  In  other  words,  an  amount  not  re- 
quired for  admission  but  given  voluntarily,  before  or  after  admission, 
is  not  taxable.2 

G714  Examples. — (1)  Where  everyone  attending  an  exhibition  given 

in  a public  park,  freely  open  to  the  public,  is  requested  during 
the  course  of  the  performance  to  make  a contribution  to  the  expenses  of 
the  exhibition  and  a tag  is  given  to  each  contributor,  an  amount  so 
contributed  is  not  “paid  for  admission”  within  the  meaning  of  the  Act. 
«715  (2)  Where  oil  paintings  are  exhibited  without  any  entrance 

fee  being  charged  but  at  the  close  of  the  explanatory  lecture 
a statement  is  made  that  contributions  to  pay  the  expenses  of  the  ex- 
hibition will  be  cheerfully  received,  an  amount  so  contributed  is  not 
“paid  for  admission”  within  the  meaning  of  the  Act. 

071G  (3)  A certain  baseball  game  is  played  on  Sunday,  in  a State 

where  amusements  charging  admissions  are  not  allowed  on 
that  day,  and,  therefore,  admission  is  made  free  to  all,  but,  in  order 
to  make  up  as  far  as  possible  for  the  lack  of  admission  fees,  score  cards 
are  sold  at  an  excessive  price  to  such  as  will  buy.  An  amount  paid  for 
such  a score  card  is  not  “paid  for  admission”  within  the  meaning  of  the 
Act.2 


■6717  Art.  16.  Meaning  of  “amount!  paid.” — The  tax  is  on  “the 
amount  paid  for  admission  to  any  place.”  This  amount  will,  of 
course,  ordinarily  be  paid  in  the  form  of  money.  Services  rendered, 
advertising  space  furnished,  or  property  supplied  in  exchange  for  ad- 
mission must  be  considered,  however,  as  an  “amount  paid  for  admis- 
sion” within  the  meaning  of  the  Act.  In  any  such  case  payment  for  1 

the  admission  will  be  deemed  to  be  made  at  the  time  of  the  delivery  of 
•a.  ticket  or  card  of  admission  (whether  such  ticket  or  card  directly 
entitles  the  holder  to  admission  or  merely  entitles  him  to  secure  another 
ticket  or  card  which  does),  or  in  case  no  ticket  or  card  is  used  (see 
Article  48),  then  at  the  time  of  the  admission  itself.  See  Article  57  and 

1 See  example  4,  Article  10. 

2por  purchase  of  property,  see  Article  13. 
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particularly  note  1 on  page  1400c.  Where  services,  advertising  space,  or 
property  is  used,  in  whole  or  in  part,  instead  of  money,  in  paying  for 
admission,  the  payment  will  be  deemed  to  be  a payment  at  the  estab- 
lished price  of  such  admission  (see  Article  17),  unless  it  clearly  appears 
that  the  full  value  of  that  price  has  not  been  paid. 

6718  Examples. — (1)  John  Smith,  in  return  for  consenting  to  have 

a circus  lithograph  hung  up  in  his  store  window  for  two  weeks, 
receives  a pass.  On  the  day  of  the  circus  he  presents  this  pass  and  is 
given  a 75-cent  ticket,  which  admits  him  to  the  circus.  In  this  case  it 
must  be  considered  that  the  full  amount  of  75  cents  has  been  paid  for 
this  admission  at  the  time  of  the  delivery  of  the  pass,  just  as  if  the 
payment  had  been  then  made  in  cash.  (Moreover,  this  pass  must 
comply  with  the  provisions  of  Articles  50-51.) 

>6719  (2)  Samuel  Johnson,  a furniture  merchant  in  a small  town, 

furnishes  a traveling  theatrical  company  certain  furniture  for 
use  on  the  stage  during  its  single  performance,  and  in  return  receives 
two  $1  tickets  to  the  performance.  These  tickets  must  be  considered  to 
'have  been  paid  for  at  the  time  of  delivery  at  the  rate  of  $1  each,  just 
as  if  payment  had  then  been  made  in  cash.  If  these  tickets  were  given 
only  in  part  payment  for  the  use  of  the  furniture,  and  the  theater  in 
further  payment  advertised  the  owner’s  business,  and  also  paid  him  an 
additional  sum  in  cash,  this  would  not  affect  the  result. 

6720  Art.  17.  Meaning  of  '‘established  price  of  an  admission.” — By 

the  “established  price  of  an  admission”  on  any  occasion  is 
meant  the  full-rate  price  fixed,  by  the  person  controlling  such  price,  at 
the  beginning  of  the  first  sale  or  distribution  of  tickets  valid  on  that  occa- 
sion or  (if  no  tickets  are  used)  at  the  time  of  opening  the  doors  for 
admission  on  that  occasion,  as  the  price  to  be  charged  for  that  admis- 
sion 1 or  an  admission  to  a similar  accommodation  on  that  occasion. 
The  person  in  control  has,  of  course,  the  power  to  fix  the  price  to  be 
.actually  charged  for  admission.  He  has,  therefore,  the  power  to  de- 
termine the  established  price.  But  as  established  price  is  a matter  of 
substance,  not  of  name,  the  mere  fact  that  he  calls  a price  the  “estab- 
lished price”  does  not  make  it  such.  Nor  is  the  price  he  decides  to 
charge  for  a particular  admission  necessarily  the  established  price  for 
that  admission.  If  he  arbitrarily  sets  different  prices  on  admissions,  un- 
der similar  circumstances,  to  accommodations  in  all  substantial  re- 
spects similar,  these  different  prices  will  not  be  the  established  prices 
of  the  respective  admissions  for  which  they  are  charged,  but  the  highest 
price  among  them  will  be  the  established  price  of  all  such  admissions. 
The  established  price  of  admission  can,  of  course,  be  uniform  or  can 
vary  in  accordance  with  the  accommodations  to  which  admission  is 
granted,  increasing  from  the  price  of  a mere  general  admission  through 
the  various  grades  of  accommodations  up  to  the  best  accommodations. 
Any  scale  of  prices,  apparently  adopted  in  good  faith,  in  which  the 
prices  increase  regularly  with  the  increase  of  accommodation,  will  be 
-considered  to  show  the  true  established  prices  of  admission  to  such 
respective  accommodations ; but  the  variation  of  prices  must  be  regular 
-and  based  on  a real  difference  of  accommodation  and  not  merely  ar- 

^or  meaning  of  “admission”  see  Articles  6-15,  particularly  Articles  8-9. 
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bitrary.  In  such  a scale  general  admission  or  admission  to  any  number 
of  adjoining  grades  of  the  poorest  accommodations  offered  can  have 
an  established  price  of  $0.00.  Moreover,  in  cases  where  there  is  a 
single  uniform  established  price  of  admission  it  can  be  $0.00.  The 
established  price  of  an  admission  need  not  be  the  same  for  different 
attractions  or  even  for  different  performances  of  the  same  attraction ; 
but  when  tickets  have  once  been  put  on  sale,  or  free  distribution  of 
them  has  commenced,  or  (if  no  tickets  are  used)  when  the  doors  have 
once  been  opened,  for  a particular  performance,  the  price  of  admission 
for  every  accommodation  at  that  performance  has  been  established. 
Established  prices  of  admission  once  so  adopted  are  not  affected  in 
the  slightest  by  the  mere  sale  of  admissions  at  prices  different  from  the 
ones  so  established.  Nor  can  established  prices  once  so  adopted  for 
any  occasion  be  increased  in  any  way  whatsoever  for  that  occasion.  They 
can  be  reduced,  however,  but  only  by  complying  with  the  following 
conditions:  (1)  Any  reduction  of  established  price  must  include  all 

admissions  of  that  particular  established  price  and  must  grant  an  equal 
reduction  in  the  case  of  each  ; (2)  such  reduction  must  not  result  in 
setting  a lower  price  on  admission  to  certain  accommodations  than  is 
charged  on  that  occasion  under  similar  circumstances  for  admission  to 
accommodations  which  are  in  all  substantial  respects  similar;  (3)  pub- 
lic notice  must  be  promptly  given  of  the  reduction  and  of  the  fact  that 
every  person  having  paid  for  admission  at  the  former  established  price 
can  secure  a refund,  at  any  reasonable  time,  of  the  amount  he  paid  in 
excess  of  the  new  established  price ; and  (4)  such  refunds  must  be 
actually  made  promptly  on  request.1  The  established  price  of  admis- 
sion under  similar  circumstances  to  similar  accommodations  is  the  same 
for  all  persons.  The  mere  status  as  to  sex  or  the  like  of  the  purchaser 
or  user  of  an  admission,  even  though  favored  by  the  seller  of  the  ad- 
mission 1 and  privileged  under  the  Act,  can  not  affect  the  established 
price  of  that  admission.  In  other  words,  where  an  admission  is  granted 
free  or  at  a reduced  rate  (for  example,  to  a child)  the  established  price 
of  the  admission  is  not  the  reduced-rate  or  free  price  but  the  full-rate 
price  charged  other  persons  for  the  same  or  similar  accommodations. 

6721  Examples. — (1)  A certain  theater  for  most  attractions  puts  a 
price  of  $1  on  the  first  four  rows  in  its  balcony,  but  in  the  case 

of  a coming  attraction  it  decides,  before  any  seats  for  that  attraction 
are  put  on  sale,  that  the  price  of  every  seat  in  those  four  rows  shall  be 
$1.50.  In  this  case  $1.50  is  the  established  price  of  each  admission  to  a 
seat  in  one  of  those  rows  for  that  attraction.2 

6722  (2)  If  in  the  previous  case  the  attraction  had  a long  run  and 
it  was  decided  after  the  course  of  several  weeks  to  increase  the 

price  of  the  seats  in  the  first  four  rows  of  the  balcony  to  $2  each  after 

1 In  case  of  such  a refund  the  difference  in  admission  taxes  between  the  original 
and  reduced  established  prices  should  also  be  refunded.  See  Article  67. 

aWhere,  however,  because  of  the  essential  character  of  the  affair  to  which  admis- 
sion is  granted  certain  persons  are  admitted  free  under  special  circumstances  di- 
rectly associated  with  that  character  and  no  charge  is  made  to  any  persons  ad- 
mitted under  those  particular  circumstances,  then  the  established  price  for  the  ad- 
mission of  such  persons  under  such  circumstances  is  $0.00,  even  though  the  established 
price  of  admission  of  other  persons  admitted  under  other  circumstances  on  the 
same  occasion  may  be  more  than  $0.00.  Apparently  the  single  case  falling  under 
this  note  is  that  illustrated  by  example  10  under  this  article. 
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the  fifth  week,  and  this  decision  was  made  before  any  seats  for  the  sixth 
or  later  weeks  of  such  attraction  were  open  for  sale  or  distribution  of  any 
kind,  then  the  established  price  of  each  admission  to  such  four  rows 
for  any  performance  of  such  attraction,  from  and  after  the  first  per- 
formance of  the  sixth  week,  would  be  $2.1 

6723  (3)  A moving-picture  theater  charges  20  cents  admission,  and 
this  entitles  the  person  admitted  to  sit  in  any  seat  in  the  house. 

Children  under  12,  however,  are  admitted  at  half  price.  In  this  case 
the  established  price  of  admission  for  the  whole  theatre  is  20  cents  for 
everybody,  including  children  under  12. 2 

6724  (4)  A certain  person  arranges  a series  of  dances  for  the  pur- 
pose of  making  money  for  himself.  No  tickets  are  used,  the 

price  of  admission  being  collected  at  the  door.  For  the  first  dance 
most  of  those  attending  are  charged  $2,  but  some  friends  are  allowed 
in  at  a lower  price.  His  plan  was  to  charge  the  same  amount  for  the 
second  dance,  but  a few  minutes  before  that  dance  began  he  decided 
to  increase  the  price  to  $3,  this  decision  being  reached  before  anyone 
was  admitted  to  the  hall.  In  the  case  of  the  first  dance  the  established 
price  of  admission  was  $2.  In  the  case  of  the  second  dance  it  was  $3.3 

6725  (5)  The  proprietor  of  a theater,  seeking  to  evade  the  pro- 
vision of  the  Revenue  Act  of  1918,  declares  the  “established 

price”  of  four  seats  on  the  middle  aisle  of  the  orchestra  of  his  theater 
to  be  $0.09,  and  admits  certain  friends  of  his  to  them  free  at  every  per- 
formance. The  established  price  of  all  other  seats  in  the  orchestra  is 
admittedly  $2.  In  this  case  the  true  established  price  of  each  of  these 
four  seats  is  itself  $2. 

6726  (6)  A proprietor  of  a theater  has  the  practice  of  selling  no 
tickets  for  the  gallery  on  Monday  nights,  but  throwing  it  open 

free,  as  a regular  custom,  to  school  children.  The  established  price  of 
admission  to  the  gallery  in  this  case  is  $0.00.  If  the  balcony,  as  well 
as  the  gallery,  were  regularly  thr^vn  open  free  on  such  occasions,  the 
established  price  of  admission  to  it  would  also  be  $0.00.  If,  however, 
the  seats  in  the  balcony  were  put  on  sale  for  $1,  and  the  orchestra  and 
gallery  were  thrown  open  free  on  such  occasions,  while  the  established 
price  of  admission  to  the  gallery  would  be  $0.00,  the  established  price 
of  admission  to  the  orchestra  would  be  at  least  $1. 5 

6727  (7)  Where  the  fixed  prices  for  all  of  the  seats  in  a certain 
theater  are  always  50  cents  more  on  Saturday  night  than  on 

other  occasions,  the  established  prices  of  admission  for  Saturday  night 
are  that  much  greater  thhn  the  established  prices  of  admission  for  other 
nights. 

6728  (8)  A professional  baseball  club,  the  admission  to  whose  grand- 
stand is  $1,  puts  its  tickets  on  sale  two  weeks  in  advance.  Its 

•team  having  been  particularly  successful  during  a certain  week,  it 
announces  on  Monday  that  the  price  of  all  tickets  for  the  following 


JSee  example  8 under  this  article,  and  example  1,  Article  29. 

2 Tax  on  children’s  tickets,  see  example  2,  Article  18. 

3 Cooperative  party,  see  Article  11;  rental  of  place,  see  Article  64;  couple  tickets, 
see  example  10  under  this  article. 

4 Tax  on  free  admissions,  see  Article  24;  resale  of  free  pass,  see  example  10, 
Article  24. 

5 See  example  4,  Article  24. 
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Sunday’s  game  will  be  increased  to  $1.50.  These  tickets  had  been  on 
sale  for  a week  and  several  hundred  had  been  sold  at  the  lower  price 
of  $1.  The  established  price  of  admission  to  this  grandstand  for  that 
occasion  remains  $1  in  spite  of  the  increase  in  the  price  actually  charged 
for  tickets.1 

6729  (9)  A certain  dance  is  given,  for  admission  to  which  every 
man  is  charged  50  cents  and  every  woman  25  cents.  In  this 

case  the  established  price  of  admission  is  50  cents,  the  woman  being 
admitted  at  a reduced  rate.2 

6730  (io)  A certain  social  club  holds  a dance  and  sells  to  men, 
members  and  friends,  tickets  good  for  the  admission  of  a 

“couple”  for  $2.  This  is  the  only  kind  of  ticket  sold.  A ticket  will 
admit  a man  and  woman  or  a man  alone,  but  not  a woman  alone.  In 
this  case  the  established  price  of  admission  of  a man,  the  only  sex 
allowed  to  be  admitted  alone,  is  $2;  and  for  a woman,  coming  (as 
she  must)  as  the  partner  of  a man,  is  $0.00.  This  difference  of  estab- 
lished price  is  only  possible  because  of  the  nature  of  the  occasion,  and 
of  the  fact  that  no  person  admitted  under  the  special  circumstances 
under  which  a woman  is  admitted  is  subject  to  any  charge  for  ad- 
mission.3 

6731  (ii)  A municipality  erects  a grandstand  to  be  used  to  view  a 
parade  of  returning  soldiers  and  distributes  all  the  tickets  free 

to  officials  and  families  of  the  soldiers.  Some  of  these  tickets  get  into 
the  hands  of  ticket  “scalpers”  and  are  sold  for  various  sums.  In  this 
case  none  of  the  admissions  to  the  grandstand  are  taxable,  for  the 
established  price  of  each  admission  is  $0.00.  The  mere  fact  that  certain 
tickets  are  sold  at  an  amount  above  the  established  price,  of  course, 
can  not  affect  the  established  price  of  admission.  (The  ticket  “scalpers” 
must  pay  a tax  on  the  entire  amount  of  each  charge  made  by  them, 
inasmuch  as  the  whole  of  these  charges  is  in  excess  of  the  established 
price.)4  m 

6732  (12)  The  proprietor  of  a theater,  in  order  to  aid  a ticket 
broker  to  evade  in  part  the  tax  on  excess  charges,  prints  on  the 

tickets  for  the  first  10  rows  of  his  theater  a price  of  $2.50,  although  in- 
tending all  the  time  to  sell  these  tickets  for  $2.  The  established  price 
of  the  admission  must  be  printed  on  the  ticket.  The  mere  fact,  how- 
ever, that  a price  is  printed  on  the  ticket  does  not  make  that  price  the 
established  price.  In  this  case  it  is  clear  that  the  established  price  of 
admission  for  these  tickets  is  $2  and  that  the  price  of  $2.50  so  printed 
on  the  ticket  was  printed  in  disregard  of  law  and  is  not  the  established 
price.5 

6733  (13)  The  proprietor  of  a theater,  perceiving  that  the  running 
attraction  is  not  drawing  sufficiently  well,  arranged  to  sell  the 

last  10  rows  of  seats  in  the  orchestra  to  a cut-rate  ticket  broker.  None 

^ee  examples  1-2  under  this  article  and  example  1,  Article  29;  tax  on  excess 
charge,  see  Article  29. 

2Tax  on  reduced  rate,  see  example  9,  Article  23. 

3See  note  2 on  page  1360;  clubhouse  or  grounds,  see  example  2.  Article  7 ; club 
dance,  see  example  2,  Article  11 ; reduced  rate  for  women,  see  example  9,  Article  23 ; 
“ladies’  day,”  see  example  9,  Article  24. 

4Seat  in  window,  see  example  5,  Article  8,  also  example  13,  Article  10;  charges  by 
municipality  not  exempt,  see  Article  42 ; tax  on  excess  charge,  see  Article  30. 

Tax  on  excess  charge,  see  Article  30. 
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of  these  seats  had  yet  been  put  on  sale,  but  it  had  been  fully  intended 
to  put  them  on  sale  for  $2  each  and  that  price  was  printed  on  the 
tickets  when  sold  to  the  broker.  The  theater  charges  the  broker  80 
cents  apiece  for  these  tickets  and  he  puts  them  on  sale  for  $1  each.  In 
this  case  the  established  price  of  each  of  these  tickets  is  $2,  for  even 
though  the  theater  manager  sold  them  to  the  broker  before  they  had 
been  put  on  sale,  they  still  bore,  when  sold  to  the  broker,  the  price  of 
$2.  Bearing  that  price  when  sold,  it  can  not  be  contended  that  the 
original  price  fixed  for  these  tickets  had  been  changed.1 

6734  (14)  a moving-picture  theater  issues  a free  pass  which  directly 
entitles  the  holder  to  admission  to  any  seat  in  the  house  on  a 

certain  night.  The  established  prices  of  admission  to  the  seats  in  this 
house  vary  from  25  cents  to  75  cents.  In  this  case  the  established  price 
of  the  admission  represented  by  this  pass  is  75  cents.2 

REDUCED-RATE  OR  FREE  ADMISSIONS  OF  EMPLOYEES. 
MUNICIPAL  OFFICERS,  SOLDIERS  OR  SAILORS,  OR 
CHILDREN  UNDER  TWELVE. 

6735  Art.  18.  Basis,  rate,  and  computation  of  tax — Reduced-rate 
admissions. — Any  amount  paid  for  the  admission  to  any  place  3 

of  a bona  fide  employee,4  municipal  officer  on  official  business,5  person 
in  the  military  or  naval  forces  of  the  United  States  when  in  uniform,5 
or  child  under  12  years  of  age,7  at  a price  less  than  the  established  price 
of  such  admission,8  is  subject 9 under  the  same  provisions  (section 
800(a)  (1)  of  the  Act)  already  considered  to  a tax  of  1 cent  for  each  10 
cents  or  fraction  thereof  of  the  amount  so  paid.10  This  tax  (unlike  the 
tax  considered  in  Article  24)  applies  to  the  payment  for  admission,  not 
to  the  admission  itself,  and  so  as  soon  as  the  payment  for  admission  is 
made  11  the  tax  applies  irrespective  of  whether  or  not  the  admission  it- 
self ever  takes  place.12  The  tax  applies  however  small  the  amount  paid 
may  be,  for  the  Act  sets  no  minimum  limit  to  its  application,  in  this 
respect  differing  from  the  Revenue  Act  of  1917.  The  tax  applies  to  each 
admission  separately  and,  therefore,  if  two  or  more  admissions  are  paid 
for  at  once,  whether  for  the  same  occasion  or  for  different  occasions  by 

1 Tax  on  reduced  rate,  see  Article  23. 

2 Tax  on  free  admission,  see  Article  24;  tax  on  reduced  rate,  see  example  3,  Arti- 
cle 23. 

3 For  meaning  of  “amount  paid  for  admission  to  any  place”  see  Articles  5-16, 

4 For  meaning  of  “bona  fide  employees”  see  Article  21. 

’ For  meaning  of  “municipal  officers  on  official  business”  see  Article  22. 

6 For  meaning  of  “persons  in  the  military  or  naval  forces  of  the  United  States 
when  in  uniform”  see  Article  22. 

7 For  the  tax  in  the  case  of  a reduced-rate  admission  of  a person  not  in  one  of 
these  classes  see  Article  23. 

8 For  meaning  of  “established  price  of  an  admission”  see  Article  17. 

8 Unless  exempted  by  the  exemption  provisions  of  the  Act.  See  Articles  32-47. 

10  See,  however.  Articles  20  and  52. 

11  See  note  1 on  page  1400c. 

12  Nor  does  the  mere  fact  that  no  admission  ever  takes  place  entitle  one  to  a 
refund  of  the  tax.  See  Article  67. 
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means  of  a season  ticket,1  or  subscription,1  or  otherwise,  the  total  tax 
is  determined  by  computing  separately  at  the  above  rate  the  tax  on 
each  admission  and  by  then  adding  together  the  taxes  so  obtained. 
In  other  words,  the  tax  for  ten  similar  admissions  will  always  be  ten 
times  the  tax  for  each  of  the  single  admissions.  The  tax  applies  to  the 
whole  amount  paid  for  any  admission,  and,  therefore,  if  an  admission  is 
paid  for  in  installments  the  balance  of  tax  due  upon  the  payment 2 of 
each  installment  after  the  first  will  not  be  based  on  the  amount  of  that 
installment,  but  will  be  determined  by  computing  the  tax  due  on  the 
total -amount  of  all  installments  paid  to  date  and  deducting  the  amount 
of  tax  already  paid.3  Where  a ticket 4 is  purchased  by  a member  of 
one  of  the  above  favored  classes  and  then  is  sold  at  an  increase  of  price, 
the  balance  of  admission  tax  due  is  determined  in  like  manner.5 
G736  Examples. — (1)  A certain  professional  baseball  club  sells  sea- 

son tickets  to  the  general  public  for  $40,  each  of  which  is  good 
for  general  admission  to  the  77-cent  seats  in  its  grandstand  for  each 
of  the  70  home  games  on  its  schedule.  It  sells  a similar  season  ticket  to 
a United  States  soldier  for  $10.  In  this  case  the  tax  to  be  paid  by  the 
soldier  on  paying  for  the  season  ticket  is  $1,  provided  that  the  ticket 
complies  with  Articles  20  and  52.6  If  such  soldier  should  receive  his 
discharge  from  the  Army  after  paying  for,  but  before  using,  such  a 
season  ticket,  that  fact  would  in  no  way  affect  the  amount  of  tax  on 
such  season  ticket,  for  the  tax  applies  to  the  payment,  not  to  the  ad- 
missions. 

0737  (2)  A certain  moving-picture  theater  admits  adults  for  25 

cents  each  and  children  under  12  for  15  cents  each.  It  also 
sells  for  $1  a ticket  good  for  10  admissions  of  children  under  12.  In 
this  case,  if  the  tickets  comply  with  the  provisions  of  Articles  20  and  52, 
the  tax  to  be  paid  by  a child  under  12  on  buying  a single  ticket  is  2 
cents,  and  on  buying  a 10-admission  ticket  is  10  cents,  in  each  case 
being  1 cent  for  each  10  cents  or  fraction  thereof  of  the  amount  actually 
paid  for  each  separate  admission. 

6738  (3)  A Ferris  wheel  in  an  amusement  park  charges  10  cents  a 

ride  for  children  under  15  and  20  cents  a ride  for  persons  15 
or  over.  In  this  case,  if  the  ticket  complies  with  the  provisions  of  Ar- 
ticles 20  and  52,  the  tax  to  be  paid  on  the  purchase  of  a single  ticket  by 

1 It  should  be  noted,  however,  that  if  the  season  ticket  or  subscription  gives  a right 
to  the  permanent  use  of  a box  or  seat,  or  amounts  to  a lease  for  the  use  of  such  box 
or  seat,  then  it  is  subject  to  the  tax  imposed  by  section  800  (a)  (5)  in  lieu  of  the  tax 
here  imposed.  See  Article  25. 

2 Provided  that  the  admission  is  not  had  nor  any  ticket  delivered  until  the  payment 
of  the  final  installment.  If  such  admission  is  had  or  a ticket  delivered  at  any  time 
before  the  final  installment  of  the  price  of  the  ticket  is  paid  the  balance  of  tax  is 
payable  upon  such  admission  or  delivery  of  ticket  (see  note  1 on  page  1400c). 

3 See  example  7 under  Article  4. 

4 Properly  marked  in  accordance  with  Articles  20  and  52. 

5 See  example  4 under  Article  4 ; example  2,  Article  30 ; and  note  5 on  page  1383. 

8 Marking  of  tickets  of  soldiers,  see  Articles  20  and  52  and  examples  under  Article 
20 ; tax  on  reduced  rate  ticket  to  other  persons,  see  example  11.  Article  23 ; season 
pass  to  other  persons,  see  example  2.  Article  24;  lease  of  seat  or  box.  see  examples 
1-4,  Article  25 ; meaning  of  “soldier,”  see  example  4,  Article  22 ; club  membership, 
see  example  5,  Article  14. 
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a child  of  9 is  1 cent.  But  a child  of  12  must  pay  a tax  of  2 cents  (for 
the  tax  in  the  case  of  a child  not  under  12  is  based  on  the  full  established 
price  of  20  cents.  See  Article  23.)  1 

6739  Art.  19.  Basis  and  rate  of  tax — Free  admissions. — Where  a 
bona  fide  employee,2  municipal  officer  on  official  business,3  per- 
son in  the  military  or  naval  forces  of  the  United  States  when  in  uni- 
form,4 or  child  under  12  years  of  age  5 is  admitted  6 free  7 to  any  place, 
no  tax  is  imposed  by  the  Act,  for  the  applicable  provisions  (section 
800(a)  (1)  as  before)  imposes  the  tax  on  the  “amount  paid,”  and  as 
there  is  no  amount  paid  there  is  no  tax.8 

6740  Art.  20.  Marking  of  reduced-rate  tickets  of  employees,  etc. — 
Where  no  ticket  or  other  evidence  of  the  right  to  admission  is 

used  (see  Article  48)  the  question  whether  or  not  an  amount  paid  for 
admission  at  a reduced  rate  is  paid  for  the  admission  of  a person  in  one 
of  the  favored  classes  mentioned  in  Article  18,  or  whether  or  not  any 
person  being  admitted  free  is  a person  in  one  of  such  classes,  is  an- 
swered by  determining  the  status  of  the  person  being  admitted.  But 
where  a ticket  or  other  evidence  of  the  right  to  admission  is  used  it 
naturally  can  not  be  determined  when  this  ticket  is  sold  who  is  to 
make  use  of  it.  Therefore  no  amount  paid  for  a ticket  or  other  evi- 
dence of  the  right  to  admission  can  be  deemed  an  amount  paid  for  the 
admission  of  a person  in  one  of  such  favored  classes  unless  the  ticket 
is  clearly  marked  9 in  such  a way  as  to  be  good  only  for  the  admission 
of  a person  who  is  a member  of  that  particular  class  or  a member  of 
one  of  any  selected  number  of  such  favored  classes. 

6741  Examples. — (1)  A baseball  park  has  a grandstand  in  which 
the  established  price  of  reserved  seats  is  50  cents.  The  man- 
agement, however,  makes  a half-rate  price  to  soldiers  and  sailors  in 
uniform.  Four  50-cent  seats  are  sold  to  a soldier  in  uniform  for  $1, 
but  the  tickets  are  not  marked  in  any  way  to  show  they  are  limited  to 
the  use  of  soldiers  in  particular,  or  members  of  others  or  of  all  of  the 
favored  classes  mentioned  in  Article  18  in  general.  In  this  case  the 
soldier  must  pay  a tax  of  20  cents,  based  on  the  established  price,  as 

1 Meaning  of  ‘‘established  price,”  see  example  3,  Article  17. 

2 For  meaning  of  “bona  fide  employees”  see  Article  21. 

3 For  meaning  of  “municipal  officers  on  official  business”  see  Article  22. 

4 For  meaning  of  “persons  in  the  military  or  naval  forces  of  the  United  States 
when  in  uniform”  see  Article  22. 

5 For  the  tax  in  the  case  of  a free  admission  of  a person  not  in  one  of  these 
classes  see  Article  24. 

9 Or  secures  free  a ticket  or  other  evidence  of  a right  of  admission,  provided  that 
it  complies  with  the  provisions  of  Articles  20  and  50-52. 

7 An  admission  paid  for  by  services,  etc.,  instead  of  money  is  not  “free.”  See 
Article  16. 

8 It  should  be  noted,  however,  that  if  it  is  a right  to  the  permanent  use  of  a 
box  or  seat  or  a lease  for  the  use  of  such  box  or  seat  which  is  acquired  free,  then 
there  is  a tax  imposed  by  section  800  (a)  (5),  and  Article  19  has  no  application  what- 
ever. See  Article  25. 

9For  additional  details  as  to  the  marking  required  see  Article  52.  For  further 
requirements  as  to  the  printing  or  marking  of  tickets  see  Articles  50-51. 
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no  advantage  can  be  taken  of  the  provisions  of  Article  18  unless  the 
provisions  of  Articles  20  and  52  are  complied  with.1 

(>742  (2)  A certain  moving-picture  theater  has  reserved  seats,  of 

which  the  established  price  is  50  cents.  The  management, 
however,  makes  a half-rate  price  to  soldiers  and  sailors  in  uniform  and 
children  under  12.  A child  purchases  a ticket  for  one  of  these  seats  for 
25  cents.  There  is  printed  on  the  ticket  among  other  things,  “This 
ticket  is  good  only  for  the  admission  of  a United  States  soldier  or 
sailor  in  uniform  or  of  a child  under  12.”  The  printing  of  this  ticket 
complies  with  the  provisions  of  Articles  20  and  52,  and  the  tax  is  there- 
fore only  3 cents. 

6743  (3)  a certain  moving-picture  theater  has  reserved  seats,  of 

which  the  established  price  is  50  cents.  The  management, 
however,  makes  a half-rate  price  to  soldiers  and  sailors  in  uniform  and 
a one-fifth  rate  price  to  children  under  12.  A child  under  12  purchases 
a ticket  on  which  is  printed  among  other  things  “This  ticket  is  good 
only  for  the  admission  of  a United  States  soldier  or  sailor  in  uniform 
or  of  a child  under  12.”  The  child  paying  10  cents  for  such  a ticket 
need  pay  a tax  of  1 cent  only,  even  though  the  ticket  by  its  terms  could 
be  used  by  a-  soldier  or  sailor  in  uniform,  whose  tax  would  be  3 cents. 
For  the  tax  is  based  on  the  amount  actually  paid  and  the  provisions  of 
Articles  20  and  52  are  satisfied  if  the  ticket  is  limited  to  the  use  of  the 
members  of  the  favored  classes,  even  though  the  rates  provided  by  the 
theater  for  different  ones  of  these  classes  are  not  the  same.2 


6744  Art.  21.  Meaning  of  “bona  fide  employees.” — The  term  “bona 

fide  employees”  includes : ( 1 ) Every  person  regularly  em- 

ployed by  the  proprietor  of  the  place  or  the  attraction  (including  the 
officers  and  directors  of  a corporate  proprietor)  in  connection  with  the 
business  there  transacted,  whether  the  duties  of  such  person  require 
admission  to  such  place  or  not ; (2)  every  person  regularly  employed  at 
the  place,  or  regularly  engaged  in  work  or  business  there,  with  the 
consent  of  the  proprietor  of  the  place  or  the  attraction ; and  (3)  every 
person  whose  admission  to  the  place  is  required  for  the  performance 
of  a duty  to  the  proprietor  of  the  place  or  the  attraction  or  to  some 
other  person  who,  with  the  proprietor’s  consent,  is  engaged  in  work  or 
business  or  is  in  attendance  there.  Persons  included  within  either 
class  1 or  class  2 have  the  character  of  “bona  fide  employees”  at  all 
times,  whether  on  or  off  duty.  Persons  not  included  within  class  1 or 
class  2 but  only  within  class  3 have  the  character  of  “bona  fide  em- 
ployees” only  when  in  performance  of  a duty  which  requires  admis- 
sion. The  fact  that  a person  is  not  being  paid  for  the  services  rendered 
does  not  necessarily  exclude  him  from  any  of  the  above  classes. 

6745  Examples. — (1)  In  the  case  of  a baseball  park  the  following, 
among  others,  are  “bona  fide  employees”:  (a)  In  class  1,  the 

officers  and  directors  of  the  club  corporation,  a stenographer  employed 
at  the  down-town  office  of  the  baseball  club ; (b)  in  class  2,  members 


leaning  of  “established  price,”  see  example  8,  Article  17 ; tax  on  free  admissions, 
see  examples  4 and  9,  Article  24. 

2Tax  on  such  reduced  rate  tickets,  see  example  2,  Article  18;  meaning  of  “soldier” 
see  example  4,  Article  22. 
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of  the  home  team  and  substitutes,  ticket  sellers,  ticket  collectors,  news- 
paper reporters  and  telegraphers  whose  duty  it  is  to  write  and  transmit 
accounts  of  the  games,  boys  selling  peanuts  and  “pop,”  boys  selling 
newspapers,  the  manager,  trainer,  players,  and  substitutes  of  the  visit- 
ing team ; (c)  in  class  3,  members  of  the  band  employed  by  the  club  for 
the  opening  game,  a boy  returning  a ball  batted  over  the  fence,  a work- 
man called  in  to  repair  the  stand  of  a concessionaire. 

6746  (2)  Jn  the  case  of  a theater  the  following,  among  others,  are 

“bona  fide  employees”:  (a)  In  class  1,  the  “advance  agent” 

of  an  attraction  then  showing  or  soon  to  show,  the  house  physician,, 
the  regularly  employed  attorney  for  the  theater;  (b)  in  class  2,  actors 
and  actresses  then  playing  at  the  theater,  members  of  the  orchestra,, 
an  organist,  a moving-picture  machine  operator,  the  ushers ; (c)  in 
class  3,  a physician  called  in  to  attend  a spectator  taken  suddenly  ill,  a 
theatrical  critic  of  a newspaper  attending  to  view  and  review  the  play, 
young  women  selling  souvenir  programs  at  a benefit,  a Four-Minute 
Man  attending  to  speak. 

6747  (3)  In  the  case  of  a track  meet,  the  starter,  judges,  and  other 
officials  are  “bona  fide  employees”  within  the  meaning  of  the 

Act. 

6748  Art.  22.  Municipal  officers,  and  soldiers  and  sailors — The 

term  “municipal  officers  on  official  business”  includes  police- 
men, firemen,  and  other  municipal  officers  or  employees  when  admitted 
in  the  course  of  official  duty.  Such  admittance,  however,  must  be  one 
that  is  really  necessary  in  order  to  perform  that  official  duty.  The 
term  “persons  in  the  military  or  naval  forces  of  the  United  States 
when  in  uniform”  does  not  include  persons  formerly  but  no  longer 
members  of  such  forces. 

6749  Examples. — (1)  Where  a city  ordinance  provides  that  every 
theater  must  have  a fireman  at  the  back  of  the  stage  during  the 

whole  of  every  performance,  a fireman  coming  to  the  theater  to  per- 
form such  duty  is  included  in  the  meaning  of  the  term  “municipal  of- 
ficers on  official  business.” 

6750  (2)  Where  a city  ordinance  establishes  a board  of  moving- 
picture  censors  and  imposes  on  them  the  duty  of  visiting  mov- 
ing-picture shows  to  see  whether  they  approve  of  the  films  exhibited, 
members  of  such  a board  attending  a moving-picture  show  in  the  per- 
formance of  such  duty  are  “municipal  officers  on  official  business”' 
within  the  meaning  of  the  Act. 

6751  (3)  A policeman,  in  uniform  and  traveling  his  beat,  drops 
into  a moving-picture  show  without  any  official  cause.  He  is 

not  “a  municipal  officer  on  official  business.” 

6752  (4)  A person  in  the  uniform  of  the  United  States  Army  marked 
with  a red  chevron  on  the  left  sleeve,  or  with  any  other  insignia 

showing  that  he  is  no  longer  a member  of  the  military  forces  of  the 
United  States,  is  not  included  within  the  meaning  of  the  term  “persons 
in  the  military  or  naval  forces  of  the  United  States  when  in  uniform.” 
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REDUCED-RATE  OR  FREE  ADMISSIONS  OF  OTHER 

PERSONS. 

G753  Art.  23.  Basis,  rate,  and  computation  of  tax — Reduced-rate 
6502  admissions. — Any  amount  paid  for  the  admission  to  any  place1 

of  any  person  (other  than  a bona  fide  employee,2  municipal  officer  on 
official  business,3  person  in  the  military  or  naval  forces  of  the  United 
States  when  in  uniform4  or  child  under  12  years  of  age),5  at  a price  less 
than  the  established  price  of  such  admission,6  is  subject7  under  these 
provisions  of  the  Act  to  a tax  of  1 cent  for  each  10  cents  or  fraction 
thereof  of  the  established  price  of  such  admission.  In  other  words, 
where  a person  not  in  one  of  the  above  classes  pays  for  admission  an 
amount  less  than  the  established  price  of  such  admission  he  must  pay 
the  same  tax  as  if  he  paid  for  such  admission  the  full  established  price. 
This  tax  (unlike  the  tax  considered  in  Article  24)  applies  to  the  pay- 
ment for  admission,  not  to  the  admission  itself,  and  so  soon  as  the 
payment  for  admission  is  made8  the  tax  applies  irrespective  of  whether 
or  not  the  admission  itself  ever  takes  place.9  The  tax  applies  however 
small  the  amount  paid  or  the  established  price  of  such  admission  may 
be,  for  the  Act  sets  no  minimum  limit  to  its  application,  in  this  respect 
differing  from  the  Revenue  Act  of  1917.  The  tax  applies  to  each  admis- 
sion separately,  and,  therefore,  if  two  or  more  admissions  are  paid  for 
at  once,  whether  for  the  same  occasion  or  for  different  occasions  by 
means  of  a season  ticket,10  or  subscription,10  or  otherwise,  the  total  tax  is 
determined  by  computing  separately  at  the  above  rate  the  tax  on  each 
admission,  and  by  then  adding  together  the  taxes  so  obtained.  In  other 
words,  the  tax  for  ten  similar  admissions  will  always  be  ten  times  the 
tax  for  each  of  the  single  admissions.  Where  a ticket  is  sold  for  less 
than  the  established  price  to  any  person  not  in  one  of  the  favored 
classes  mentioned  above  and  is  then  resold  for  the  established  price  of 
admission  or  less  no  further  admission  tax  is  due,11  but  if  it  is  resold  for 
more  than  the  established  price  there  will  be  a balance  of  admission  tax 
due  under  the  provisions  of  Article  4. 12 

€754  Examples. — (1)  The  proprietor  of  a moving-picture  theater, 

the  established  price  of  admission  to  which  is  25  cents,  admits 

1 For  meaning  of  “amount  paid  for  admission  to  any  place”  see  Articles  5-1G. 

2 For  meaning  of  “bona  fide  employees”  see  Article  21. 

3 For  meaning  of  “municipal  officers  on  official  business”  see  Article  22. 

4 For  meaning  of  “persons  in  the  military  or  naval  forces  of  the  United  States 
when  in  uniform”  see  Article  22. 

5 For  the  tax  in  the  case  of  a reduced-rate  admission  of  a person  in  one  of  these 
classes  see  Article  18. 

6 For  meaning  of  “established  price  of  an  admission”  see  Article  17. 

7 Unless  exempted  by  the  exemption  provisions  of  the  Act.  See  Articles  32-47. 

8 See  note  1 on  page  1400c. 

9 Nor  does  the  mere  fact  that  no  admission  ever  takes  place  entitle  one  to  a refund 
of  the  tax.  See  Article  67. 

10  It  should  be  noted,  however,  that  if  the  season  ticket  or  subscription  gives  a 
right  to  the  permanent  use  of  a box  or  seat  or  amounts  to  a lease  for  the  use  of  such 
box  or  seat,  then  it  is  subject  to  the  tax  imposed  by  section  800  (a)  (5)  in  lieu  of 
the  tax  here  imposed.  See  Article  25. 

11  For  the  full  admission  tax  based  on  the  established  price  has  already  been  paid, 
having  been  paid  at  the  time  of  the  first  sale.  See  example  12  under  this  article. 

12  See  Article  4 and  example  4 thereunder  ; also  example  2,  Article  30 ; and  note  5 
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a person  for  5 cents.  In  this  case  the  tax  is  3 cents,1  just  as  if  the  full 
established  price  had  been  paid. 

6755  (2)  A subscription  ticket  to  a series  of  10  concerts  is  sold  for 
$15  to  a subscriber,  entitling  him  to  one  $2.25  seat  at  each 

concert.  In  this  case  the  tax  is  $2.30  1 (10  times  23  cents),  the  same  as 
if  the  full  rate  had  been  paid  for  each  ticket.2 

6756  ..  (3)  The  management  of  a certain  theater,  two  hours  before  the 

time  of  a certain  performance,  cuts  the  price  of  all  seats  in  the 
last  four  rows  of  the  orchestra  from  $2  to  $1.50,  the  $1.50  seats  in  other 
parts  of  the  house  having  all  been  sold  and  there  being  no  demand  for 
$2  seats.'  As  the  established  price  can  not  be  changed  by  such  a reduc- 
tion (see  Article  17)  all  tickets  so  sold  are  sold  at  less  than  the  estab- 
lished price  and  the  tax  in  each  case  is  20  cents,1  being  based  on  the 
established  price.  The  result  would  be  the  same  if  the  reduction  were 
made  only  in  the  case  of  one  ticket.  In  case,  however,  of  such  a sale 
to  a soldier  (for  example),  if  the  ticket  is  properly  marked  so  as  to  be 
good  only  for  the  admission  of  a member  of  one  or  more  of  the  classes 
mentioned  in  Article  18  (see  Articles  20  and  52),  then  the  tax  to  be  paid 
is  only  15  cents.  See  Article  18. 

6757  (4)  A certain  moving-picture  theater  gives,  on  certain  days, 
to  everyone  paying  the  regular  admission  price  of  15  cents,  a 

double  ticket,  one-half  of  which  is  good  for  admission  that  day  and 
the  other  half  is  good  for  admission  at  any  other  time.  In  this  case 
each  of  these  tickets  is  actually  sold  for  half  the  established  price  and, 
therefore,  the  tax  to  be  paid  is  4 cents,  2 cents  for  each  ticket.1 

6758  (5)  A certain  ice-skating  rink,  the  established  price  of  admis- 
sion to  which  is  50  cents,  makes  a wholesale  rate  of  12  tickets 

for  $5.  The  tax  to  be  paid  by  a person  purchasing  such  tickets  is  60 
cents,1  being  based  on  the  established  price. 

6759  (g)  A certain  moving-picture  theater  whose  established  price 
of  admission  is  15  cents  has  attached  to  each  of  its  tickets  a 

coupon,  six  of  which  if  presented  at  the  box  office  will  be  accepted  as 
10  cents  of  the  price  of  a 15-cent  ticket.  In  the  case  of  a person  pre- 
senting six;  of  such  coupons  and  5 cents  for  a 15-cent  ticket  the  tax 
will  be  2 cents,1  being  based  on  the  established  price  and  not  on  the 
reduced  rate  at  which  the  ticket  is  being  purchased. 

6760  (7)  A certain  theater  sells  to  a club,  for  distribution  to  its 
members,  400  seats  for  a particular  performance.  The  estab- 
lished price  of  these  seats  is  $2  each,  but  the  theater  makes  the  club 


1 Provided  the  person  admitted  (or  to  be  admitted)  is  not  a member  of  one  of 
the  classes  mentioned  in  Article  18.  If  he  is  a member  of  one  of  such  classes  and 
the  provisions  of  Articles  20  and  52  are  complied  with,  then  the  tax  to  be  paid  is  to 
be  determined  under  Article  18. 

2 Lease  of  box  or  seat,  see  Article  25  and  example  4,  Article  26 ; membership  dues, 
see  example  2,  Article  14. 
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a special  rate  of  $1.50  each.  The  tax  to  be  paid  by  the  club  is  $80/ 
being  based  on  the  established  price  of  each  ticket.2 


«7(»i  (g)  The  management  of  a circus,  the  established  price  of  ad- 

mission to  which  is  68  cents,  sells  200  reserved  seats,  each  of 
which  sells  at  an  additional  established  price  of  68  cents,  to  a charitable 
organization  for  a total  of  68  cents  each  for  both  admission  and  seat. 
In  this  case  the  tax  to  be  paid  is  $28  1 (200  times  2 times  7 cents),  be- 
ing based  on  the  established  price  of  each  admission  and  seat.3 


(»762  (9)  A certain  dance  is  given  at  which  the  price  of  a man’s 

ticket  is  50  cents  and  that  of  a woman’s  is  25  cents.  Each 
woman  must  pay  a tax  of  5 cents,1  the  same  as  paid  by  a man.4 

0763  (io)  A cut-rate  broker  of  theater  tickets  contracts  to  purchase 
from  the  manager  of  a theater  the  tickets  to  the  last  eight 

rows  in  the  orchestra  for  three  full  weeks  of  an  attraction.  The  estab- 
lished price  of  these  tickets  is  $2,  but  he  secures  them  for  80  cents  each 
and  sells  them  for  $1  each.  In  this  case  the  tax  to  be  paid  by  him  on 
purchasing  the  seats  from  the  theater  is  20  cents  per  ticket,1  being  based 
on  the  established  price.5 

0764  (ii)  A certain  professional  baseball  club  sells  season  tickets  for 
$40,  each  of  which  is  good  for  general  admission  to  the  77-cent 

seats  in  its  grandstand  for  all  of  the  70  home  games  on  its  schedule. 
In  this  case  the  tax  to  be  paid  is  $5.60  1 (70  times  8 cents).  Were  it 
a particular  seat  reserved  in  this  case,  it  would  be  taxable  under  Article 
25  and  not  Article  23. 6 


6705  (12)  The  manager  of  a certain  theater  sells  to  one  of  his  friends 

for  10  cents  a ticket  good  for  admission  to  a $2  seat.  This  man 
sells  it  to  another  person  for  $1.  In  this  case  a tax  of  20  cents  is  pay- 
able 1 when  the  ticket  is  sold  by  the  theater.  When  it  is  resold  for  a 
dollar  no  balance  of  admission  tax  is  due,  for  the  tax  has  already  been 
paid  on  the  full  established  price.  The  seller  can,  however,  if  he  de- 
sires, collect  20  cents  from  the  buyer  to  serve  as  a refund  to  him  of  the 
tax  already  paid.  No  tax  on  excess  charges  is  due  for  the  ticket  is  sold 
for  less  than  the  established  price.7 


6766  Art.  24.  Basis,  rate,  and  computation  of  tax — Free  admis- 
sions.— Where  any  person  (other  than  a bona  fide  employee,8 

1 See  note  1 on  page  1369. 

2 Rental  of  place,  see  Article  64. 

3 Reserved  seat  as  admission,  see  example  1,  Article  8 ; as  to  exemptions,  see 
Articles  33-34,  36  and  39. 

4 See  examples  9 and  10,  Article  17. 

5 See  Article  17  and  example  13  thereunder. 

6 Season  tickets  to  favored  classes,  see  example  1,  Article  18 ; free  season  pass, 
see  example  2,  Article  24 ; lease  of  box  or  seat,  see  examples  1-4,  Article  25 ; “mem- 
berships/’ see  example  5,  Article  14. 

7 Meaning  of  “established  price,”  see  Article  17  and  example  5 thereunder. 

8 For  meaning  of  “bona  fide  employees”  see  Article  21. 
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municipal  officer  on  official  business,1  person  in  the  military  or  naval 
forces  of  the  United  States  when  in  uniform,2  or  child  under  12  years 
of  age)  3 is  admitted  4 to  any  place  5 free,  such  free  admission  is  subject 6 
under  these  provisions  of  the  Act  to  a tax  of  1 cent  for  each  10  cents 
or  fraction  thereof  of  the  established  price  of  such  admission.7  In  other 
words  a free  admission  granted  to  a person  not  in  one  of  the  above 
classes  is  taxable  at  the  same  rate  as  a payment  at  the  established  price 
for  such  an  admission.  Note  that  in  the  case  of  an  admission  at  the 
established  price  or  a reduced  rate  the  tax  applies  on  the  payment, 
while  in  the  case  of  a free  admission  the  tax  applies  on  the  admission.8 
The  tax  must  be  paid  on  the  free  receipt  of  a ticket  or  card  directly  en- 
titling to  admission.9  But  as  the  tax  is  based  on  the  admission,  in  case 
no  admission  actually  occurs  the  tax  liability  is  defeated,  and  there 
is  therefore  a right  to  a refund  of  any  tax  paid  on  such  ticket  or  card.10 
Where  a ticket  is  issued  free  to  any  person  not  in  one  of  the  favored 
classes  mentioned  above  and  is  then  sold  for  the  established  price  of 
admission  or  less,  no  further  admission  tax  is  due,11  but  if  it  is  resold  for 
more  than  the  established  price  there  will  be  a balance  of  admission  tax 
due  under  the  provisions  of  Article  4.12 

<3767  Examples. — (1)  The  proprietor  of  a moving-picture  theater, 

the  established  price  of  admission  to  which  is  25  cents,  admits 
a person  free.  This  person  must  pay  a tax  of  3 cents  13  just  as  if  he 
had  been  charged  the  established  price  of  admission. 

6768  (2)  A certain  professional  baseball  club  gives  a season  pass 

book  to  a stockholder,  which  contains  a separate  ticket  for  each 
of  the  70  home  games  on  its  schedule,  good  f<?r  general  admission  to  the 
77-cent  seats  in  its  grandstand.  In  this  case  the  stockholders,  on  re- 

1 For  meaning  of  “municipal  officers  on  official  business”  see  Article  22. 

2 For  meaning  of  “persons  in  the  military  or  naval  forces  of  the  United  States 
when  in  uniform”  see  Article  22. 

3 A free  admission  of  a person  in  one  of  these  classes  is  not  taxable.  See  Article  19. 

4 For  meaning  of  “admission”  see  Articles  6-15. 

5 For  meaning  of  “to  any  place”  see  Article  5. 

6 Unless  exempted  by  the  exemption  provisions  of  the  Act.  See  Articles  32-47. 

7 For  meaning  of  “established  price  of  an  admission”  see  Article  17. 

8 It  should  be  noted,  however,  that  if  it  is  a right  to  the  permanent  use  of  a box 
or  seat  or  a lease  for  the  use  of  such  box  or  seat  which  is  acquired  free  then  there 
is  a tax  imposed  by  section  800  (a)  (5)  on  the  mere  right  to  the  use  of  such  box 
or  seat,  and  Article  24  has  no  application  whatever.  See  Article  25. 

9 See  Article  57  and  note  4 on  page  !4r0c. 

10  See  Article  67. 

11  For  the  full  admission  tax  based  on  the  established  price  has  already  been  paid, 
having  been  paid  at  the  time  the  ticket  was  issued.  See  example  10  under  this  article. 

12  See  Article  4 and  example  4 thereunder ; example  2,  Article  30 ; and  note  5 on 
page  1383. 

13  Provided  the  person  admitted  is  not  a member  of  one  of  the  favored  classes 
mentioned  in  Article  18.  If  he  is  a member  of  one  of  such  classes  then  there  is  no 
tax  to  be.  paid.  See  Article  19. 
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ceipt  of  the  book,1  must  pay  a tax  2 of  $5.60  (70  times  8 cents).  Were 
a particular  seat  reserved  in  this  case  it  would  be  taxable  under  Article 
25  and  not  Article  24. 3 

6769  (3)  The  manager  of  an  orchestra  gives  a subscription  ticket 
to  each  of  the  inmates  of  an  old  peoples’  home.  Each  of  these 

tickets  is  good  for  admission  to  a $1.75  seat  at  each  of  seven  concerts. 
In  each  case  a tax  of  $1.26  2 (7  times  18  cents)  must  be  paid  on  the  re- 
ceipt of  the  ticket. 

6770  (4)  A professional  baseball  club  has  at  its  grounds  a grand- 
stand, a first  base  bleachers,  a third  base  bleachers,  and  a cen- 
ter field  bleachers.  The  ordinary  price  for  the  grandstand  is  75  cents, 
for  the  first  and  third  base  bleachers  50'  cents,  and  for  the  center  field 
bleachers  25  cents.  There  are  no  reserved  seats  in  these  bleachers,  and 
the  admission  tickets  to  them  are  put  on  sale  only  half  an  hour  before 
the  game  begins.  The  club  on  a certain  Saturday  afternoon  throws 
open  the  third  base  bleachers  free  to  the  children  of  a near-by  school, 
having  decided  to  do  so  before  the  gates  were  opened.  In  this  case  any 
children  under  12  are  free  from  tax  (see  Article  19).  Any  children  12 
or  over  must  pay  a tax  of  5 cents,  for  the  established  price  of  the  third 
base  bleachers  must  be  considered  to  be  the  same  as  that  of  the  first 
base  bleachers,  50  cents  (see  Article  17).  If  the  center  field  bleachers 
had  been  thrown  open  free  to  these  children,  instead  of  the  third  base 
bleacher?/  then  no  children  admitted  would  have  had  to  pay  a tax,  for 
there  would  have  been  no  equally  good  accommodations  to  which  a 
charge  was  made.4 

6771  (5)  The  manager  of  a moving-picture  theater  which  has  no  re- 
served seats  but  whose  ordinary  price  of  admission  is  10  cents 

decides,  before  opening  his  doors  on  a certain  day,  to  allow  everyone  in 
free  on  that  day  to  celebrate  his  election  as  alderman.  The  established 
price  of  admission  for  that  day  being  $0.00,  no  one  admitted  need  pay 
a tax.  See  Article  17. 

6772  (6)  When  the  owner  of  a theater  enters  it  no  admission,  free 
or  otherwise,  is  involved.  See  Article  6. 5 

6773  (7)  When  members  of  a club  enter  the  clubhouse  or  club 
grounds  by  reason  of  their  membership  no  admission,  free  or 

otherwise,  is  involved.  See  Article  7.6 

6774  (8)  A certain  social  club  occasionally  has  lectures  given  under 
its  auspices  at  a rented  hall.  Tickets  are  supplied  free  to  its 

members,  but  the  charge  to  everyone  else  is  50  cents.  Each  member 
on  receipt  of  a ticket  must  pay  a tax  of  5 cents  7 based  on  the  established 
price  of  such  admission.  See  also  Article  7.6 

1 See  Article  57  and  note  4 on  page  1400c. 

2 See  note  13  on  page  1371. 

3 Stockholder  not  “owner,”  see  example  2,  Article  6 ; reduced  rate,  see  example 
11,  Article  23 ; lease  of  box  or  seat,  see  examples  1-4,  Article  25. 

4 See  Article  17  and  particularly  example  G thereunder ; marking  of  such  tickets, 
see  Articles  20  and  52. 

8 Permanent  use  of  box  or  seat,  see  Article  25. 

® Cooperative  parties,  see  Article  11 ; rental  of  place,  see  Article  64 ; membership 
privileges,  see  Article  14. 

7 See  note  13,  page  1371. 
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6775  (9)  A certain  professional  baseball  club,  the  established  price 
of  admission  to  whose  grandstand  is  $1,  has  a “ladies’  day” 

every  Monday,  and  on  that  day  admits  all  women  free  of  charge  who 
come  escorted  by  a man.1  An  unattended  woman  may  secure  admis- 
sion the  same  as  a man  by  purchasing  a ticket  for  $1.  In  this  case  a 
woman  admitted  with  a man  escort  must  pay  a tax  of  10  cents,  the  es- 
tablished price  of  admission  clearly  being  $1  and  she  being  admitted 
free.2 

6776  (io)  The  manager  of  a certain  theater  gives  a free  pass,  di- 
rectly entitling  to  admission  to  a $2.00  seat,  to  one  of  his 

friends.  His  friend  sells  it  to  another  person  for  $1.00.  In  this  case  a tax 
of  20  cents  is  payable3  when  the  pass  is  handed  out  by  the  manager  of 
the  theater.  When  the  pass  is  sold  for  a dollar,  no  balance  of  admis- 
sion tax  is  due  for  the  tax  has  already  been  paid  on  the  full  established 
price.  The  seller  can,  however,  if  he  desires,  collect  20  cents  from  the 
buyer  to  serve  as  a refund  to  him  of  the  tax  already  paid.  No  tax  on 
excess  charges  is  due  for  the  ticket  is  sold  for  less  than  the  established 
price.  See  Articles  17  and  30. 

6777  (ii)  A theater  issues  a free  pass  which  can  be  exchanged  at 
the  box-office  for  a ticket  for  any  seat  in  the  house  outside  of 

the  boxes  on  a certain  night.  The  most  expensive  seats  in  the  house 
with  that  exception  are  $2.  The  holder  of  the  pass  on  reaching  the 
theater  finds  that  all  $2  seats  have  been  taken  and  he  exchanges  the  pass 
for  a ticket  to  a $1.50  seat.  In  this  case  the  tax  is  not  due  until  he 
secures  the  ticket  and  the  tax  to  be  paid  is  15  cents,3  based  on  the  estab- 
lished price  of  the  seat  he  actually  secures. 

LEASES  OF  BOXES  OR  SEATS. 

6778  Art.  25.  Basis,  rate,  and  computation  of  tax. — In  the  case  of  a 
6505  person  having  the  permanent  use  or  a lease  for  the  use  of  a box 
or  a seat  in  any  opera  house  or  other  place  of  amusement,  neither  the 
tax  imposed  by  section  800(a)  (1)  of  the  Act4  on  “the  amount  paid 
for  admission  to  any  place”  5 nor  that  imposed  by  section  800(a)  (2)  6 
apply.  Instead,  the  above  provisions  of  the  Act  impose  a tax  on  the 
right  to  the  use  of  the  box  or  seat  equivalent  to  10  per  cent7  of  the 

1 Couple  ticket,  see  example  10,  Article  17. 

2 This  result  is  different  from  that  reached  under  the  Revenue  Act  of  1917,  because 
the  words  “of  the  same  class”  which  appeared  in  subdivision  (b)  of  section  700  of 
that  Act  were  omitted  when  that  subdivision  was  reenacted,  slightly  changed,  as  para- 
graph (2)  of  subdivision  (a)  of  section  800  of  the  Revenue  Act  of  1918. 

3 See  note  13,  page  1371. 

4 See  Articles  4,  18,  and  19. 

6 As  this  tax  is  not  imposed  on  “the  amount  paid  for  admission  to  any  place”  the 
provisions  of  Articles  5-16,  which  define  the  meaning  of  that  expression,  have  no 
application  here. 

®See  Articles  23  and  24. 

7 Note  that  the  rate  of  tax  here  is  “10  per  cent.”  and  not  “1  cent  for  each  10 
cents  or  fraction  thereof,”  as  it  is  under  section  800  (a)  (1).  The  fact  that  this 
rate  is  a percentage  makes  possible  a tax  involving  fractions  of  a cent,  which  is  not 
possible  where  the  other  rate  is  used.  As  the  tax  is  based  on  each  performance  or 
exhibition,  several  taxes  are  almost  certain  to  be  payable  at  the  same-  time,  and  there- 
fore these  fractional  parts  of  a cent  may  affect  the  result,  for  they  are  to  be  pre- 
served in  computation,  since  section  1313  of  the  Act  only  affects  the  payment  of  the 
tax. 
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total  amount  that  would  be  realized  by  the  sale,  at  the  established 
price,  of  the  right  to  occupy  a similar  box  or  seat  for  each  performance 
or  exhibition  during  the  period  for  which  such  box  or  seat  is  reserved 
for  the  lessee  or  holder.  In  other  words,  the  tax  is  based  not  on  the 
amount,  if  any,  actually  paid  for  the  box  or  seat,  but  on  the  amount 
that  would  be  paid , at  the  established  price , for  admission  and  the  use 
of  similar  accommodations 1 — not  on  the  actual  use  of  the  box  or  seat 
but  on  the  most  extensive  possible  use.1 2  In  the  case  of  a box,  if  there 
is  no  box  of  similar  size,  the  tax  for  each  performance  or  exhibition 
is  to  be  computed  by  calculating  on  the  above  basis  the  tax  payable 
on  a single  box  seat  in  the  same  part  of  the  house  and  multiplying  that 
amount  by  the  number  of  seats  in  the  box.  If  there  is  no  box  occupy- 
ing similar  position  the  tax  for  each  performance  or  exhibition  is  to  be 
computed  by  calculating,  on  the  above  basis,  the  tax  payable  on  a single 
seat  in  the  same  part  of  the  house  and  multiplying  that  amount  by  the 
number  of  seats  in  the  box. 

6779  Examples. — (1)  A certain  professional  baseball  club  sells  a 

season  box  for  $363.63.  Each  box  contains  four  seats,  of  each 
of  which  the  established  price  is  $2  for  each  of  the  70  games  of  the 
season.  In  this  case  the  tax  is  $56  (70  times  10  per  cent  of  4 times  $2). 
Each  ticket  for  a seat  in  such  box  should  be  marked,  to  comply  with 
Article  51,  as  follows: 


Established  price $2.00 

Tax  paid  20 

Total  $2.20 


6780  (2)  In  the  case  of  another  professional  baseball  club  an  ad- 

vance payment  of  25  cents  for  each  seat  in  a six-seat  box  for 
each  of  the  70  games  of  the  season  reserves  the  box  for  the  entire  sea- 
son, but  to  occupy  a seat  in  the  box  at  any  particular  game  an  admis- 
sion charge  of  77  cents  must  also  be  paid.  The  established  price,  in- 
cluding admission,  for  individual  seats  in  boxes  which  are  not  so  re- 
served is  $1.27  a game.  In  this  case  the  person  reserving  the  box  must 
pay  a tax  of  $53.34  (70  times  10  per  cent  of  6 times  $1.27). 3 This  tax 
having  once  been  paid,  the  holder  of  the  box,  or  other  persons  whom  he 
allows  to  use  it,  in  purchasing  admission  tickets  (singly  or  in  books) 
to  be  used  to  secure  admission  to  the  box,  will  not  have  to  pay  any  tax 
on  such  admission  tickets,  provided  that  they  are  so  marked  as  to  be 
good  for  admission  only  when  presented  together  with  a ticket  for  a 
seat  in  a reserved  box.  As  the  price  charged  for  admission  is  77  cents, 
and  the  tax  under  these  provisions  of  the  Act  is  10  per  cent,  each  such 

1 There  are  no  favored  classes  under  this  tax  as  there  are  under  the  tax  imposed 
by  section.  800  (a)  (1).  (See  Articles  18-19.)  This  tax  is  the  same  in  the  case  of 
all  classes  of  persons,  whether  the  full  rate  be  paid,  or  a reduced  rate,  or  nothing 
at  all. 

2 This  tax  is  imposed,  even  in  the  case  of  a free  lease  of  a box  or  seat,  entirely 
irrespective  of  whether  the  box  or  seat  is  ever  used  at  all,  thus  differing  from  the 
tax  on  free  admissions  under  section  800  (a)  (2)  where  if  the  admission  does  not 
actually  occur  there  is  a right  to  a refund  of  any  admission  tax  paid.  (See  Articles 
24  and  67.) 

3 See  example  1 above;  season  ticket  to  favored  classes,  see  example  1,  Article  18; 
reduced  rate  for  general  admission,  see  example  11,  Article  23 ; free  general  admis- 
sion, see  example  2,  Article  24. 
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admission  ticket  should  be  marked,  to  comply  with  Article  51,  as 
follows : 


Established  price $0.77 

Tax  paid  077 

Total  $0,847 


The  established  price  of  such  a box  seat  is,  as  we  have  seen,  $1.27. 
Admission  being  77  cents,  the  balance  of  50  cents  must  be  considered 
the  established  price  of  the  reservation.  Such  reservation  must  be 
evidenced  by  a ticket  (see  Article  48).  Each  such  ticket  should  be 
marked,  to  comply  with  Article  51,  as  follows: 


Established  price $0.50 

Tax  paid  05 

Total  $0.55 


6781  (3)  Another  professional  baseball  club  sells  season  tickets  for 
$40,  each  of  which  is  good  for  admission  to  particular  77-cent 

seat  in  its  grandstand  for  each  of  the  70  home  games  on  its  schedule. 
In  this  case  the  tax  to  be  paid  is  $5.39  (70  times  10  per  cent  of  77  cents). 
Were  this  case  a case  of  a general  admission  and  not  one  of  the  reserva- 
tion of  a particular  seat  it  would  be  taxable  under  Article  23  instead  of 
Article  25. 

6782  (4)  Another  professional  baseball  club  desiring  to  honor  a 
general  who  commanded  a division  in  the  European  war  and 

who  is  still  in  the  United  States  Army,  gives  him  free,  for  his  personal 
use,  a season  pass  entitling  him  to  admission  to  a particular  $1.27 
box  seat  in  its  grandstand  for  each  of  the  70  home  games  on  its  sched- 
ule. In  this  case,  the  general  must  pay  a total  tax  of  $8.89  (70  times 
10  per  cent  of  $1.27).  He  must  be  provided  with  a separate  or  separable 
ticket  evidencing  each  right  to  the  use  of  the  seat  (see  Article  48) 
and  the  tax  on  each  ticket  must  be  paid  when  he  receives  it  (see 
note  6 on  page  1400c)-  Note  that  in  this  case,  as  the  tax  is  under  Article 
25,  the  fact  that  the  general  is  a United  States  soldier  in  uniform  has 
no  effect  and  that  the  tax  on  the  pass  is  irrespective  of  the  number  of 
times  it  is  used.  Were  the  pass  here  one  entitling  him  merely  to  gen- 
eral admission  and  not  to  a particular  seat  the  case  would  have  fallen 
under  Article  19  and  no  tax  at  all  would  be  due. 

6783  (5)  A certain  person  owns  a theater  and  leases  it  to  a pro- 
ducing company.  It  is  provided  in  the  lease  that  the  owner 

shall  have,  without  charge,  the  perpetual  use  of  a certain  six-seat  box. 
The  established  price  of  seats,  including  box  seats,  vary  for  different 
attractions.  In  this  case  the  Act  imposes  on  such  owner 1 a tax  for 
each  performance  given  in  the  theater  (irrespective  of  whether  any  of 
the  seats  in  the  box  are  used  at  that  performance)  equivalent  to  10  per 
cent,  of  the  established  price  of  the  whole  box  for  that  performance. 
He  must  be  provided  with  a separate  or  separable  ticket  evidencing 
each  right  to  the  use  of  a seat  in  the  box  (see  Article  48),  and  the 

^he  tax  imposed  by  section  800  (a)  (1)  and  the  tax  imposed  by  section  800  (a) 
(2)  do  not  apply  to  the  case  where  an  owner  enters  his  own  place.  See  Article  6. 
But  the  tax  under  section  800  (a)  (5)  is  not  so  limited  and  applies  to  an  owner  as 
well  as  to  other  persons. 
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tax  on  each  ticket  must  be  paid  when  he  receives  it  (see  note  6 on 
page  87). 

*6784  (6)  The  owners  of  a certain  opera  house,  in  leasing  it  to  an 

opera  company,  reserve  for  their  own  use  the  whole  parterre 
tier  of  thirty-five  6-seat  boxes,  paying  therefor  annually  the  sum  of 
$70,000.  These  boxes  are  distributed  among  the  various  owners, 
$2,000  a year  being  paid  for  an  annual  lease  of  each.  There  are  no 
similar  boxes  in  the  house,  but  the  established  price  of  each  seat  in 
the  boxes  in  the  next  tier,  which  is  less  desirable,  is  $10  per  seat.  The 
number  of  performances  during  the  season  is  fixed  in  advance  at  100. 
Each  lessee  of  such  a box  on  paying  the  $2,000  for  the  season  must 
pay  a tax  of  at  least  $600  (100  times  10  per  cent,  of  6 times  $10),  to 
be  paid  over  in  turn  to  the  opera  company  and  the  collector  of  internal 
revenue.  -This  minimum  figure  for  the  tax  is  based  on  the  established 
price  of  the  box  seats  which  are  the  most  nearly  similar,1  but  which 
are  less  desirable. 


6785  Art.  26.  Meaning  of  “lease.” — This  tax,  as  stated  in  Article 
25,  applies  to  cases  where  a person  has  the  permanent  use, 
or  a lease  for  the  use,  of  a box  or  seat  in  any  opera  house  or  other 
place  of  amusement.  The  only  term  here  used  that  seems  to  need 
definition  is  the  term  “lease.”  To  constitute  a lease  of  a box  or  seat 
within  the  meaning  of  these  provisions  of  the  Act  a formal  document 
of  lease  is,  of  course,  not  necessary.  Any  reservation  of  a box  or  seat 
for  every  performance  or  exhibition  to  be  given  during  any  period  of 
time  of  a week  or  more,  in  an  opera  house  or  other  place  of  amusement, 
as  a part  of  a regular  series  of  performances  or  exhibitions  given  by 
the  owners  or  lessees  of  that  opera  house  or  other  place  of  amusement, 
is  clearly  a “lease”  within  the  meaning  of  the  Act.  Where,  however, 
a series  of  concerts  or  other  entertainments  are  held  in  a place  not 
owned  or  regularly  leased,  but  only  rented  on  occasion,  by  the  man- 
agement of  the  series,  a subscription  for,  or  any  reservation  of,  a box 
or  seat  for  all  of  the  performances  in  such  a series  is  not  a “lease” 
within  the  meaning  of  the  Act. 

0786  Examples. — (1)  A person  arranges  with  a certain  theater  to 

reserve  for  his  use  a certain  seat  in  the  orchestra  for  every 
Monday  night  during  the  year.  The  theater  is  a vaudeville  house 
which  has  two  performances  every  day,  the  attractions  running  for  a 
period  of  a week.  Such  a reservation,  being  for  only  a small  propor- 
tion of  the  total  number  of  performances,  is  not  a lease  within  the 
meaning  of  the  Act. 

6787  (2)  A certain  grand  opera  company  which  owns  the  building 

used  by  it  has  a regular  season  of  10  weeks  of  opera  every 
winter,  performances  being  given  every  night,  including  Sunday,  and 
also  on  Saturday  afternoons.  On  Sunday  afternoons  during  the  opera 
season  concerts  are  given  under  the  auspices  of  the  company  by  vari- 
ous singers  of  the  company.  Outside  of  the  opera  season  the  audi- 
torium in  which  the  opera  is  held  is  rented  by  the  opera  company  for 
various  public  meetings  and  theatrical  attractions,  etc.,  in  order  to 
secure  additional  income  for  the  support  of  the  opera  company.  A 

1 See  note  1,  page  1375. 
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certain  person  reserves  a box  for  every  performance  of  the  opera 
during  the  season,  this  reservation  not  including  the  Sunday  concerts 
nor,  of  course,  the  meetings  and  theatrical  attractions  outside  of  the 
opera  season.  This  reservation  constitutes  a “lease”  within  the  mean- 
ing of  the  Act. 

6788  (3)  Another  person  reserves  a box,  in  the  opera  house  of  the 
opera  company  mentioned  in  the  preceding  example,  for  every 

Wednesday  and  Friday  night  during  the  season.  In  this  case,  as  the 
reservation  is  only  for  particular  nights  and  not  for  all  performances 
of  the  opera  series,  it  does  not  constitute  a lease  within  the  meaning 
of  the  Act.  Any  amounts  paid  for  admission  to  this  box  under  this 
reservation  would,  however,  be  taxable  under  section  800  (a)  (1)  or 
(2)  unless  exempted  by  the  exemption  provisions  of  the  Act.1 

6789  (4)  A certain  choral  society  gives  a series  of  10  concerts  every 
winter.  The  concerts  are  given  Sunday  nights  in  a theater 

the  use  of  which  is  rented  for  these  occasions.  The  society  sells  sub- 
scription tickets  which  entitle  the  holder  to  the  use  of  a particular  seat 
for  all  10  of  the  concerts.  Such  a subscription  is  not  a “lease”  within 
the  meaning  of  the  Act.2 

ROOF  GARDENS,  CABARETS,  OR  SIMILAR  ENTERTAIN- 
MENTS. • 

6790  Art.  27.  Basis,  rate,  and  computation  of  tax.— Where  the 
6506  amount  paid  for  admission  3 to  any  public  performance  for 

profit  at  any  roof  garden,  cabaret,  or  other  similar  entertain- 
ment4 is  concealed  by  being  wholly  or  in  part  included  in  the  amount 
paid  for  refreshment,  service,  or  merchandise,  the  above  provisions  of 
the  Act  impose  a tax  of  1 y2  cents  for  each  50  cents5  or  fraction  thereof 
of  the  total  amount  there  expended  for  refreshment,  service,  or  mer- 
chandise, by  any  person  attending  such  performance  or  entertainment. 
The  tax  must  be  calculated  at  this  rate,  and  on  the  basis  of  each  per- 
son’s bill.  It  is  not  a tax  of  3 per  cent.,  nor  a tax  on  the  gross  receipts 
of  the  place.  In  cases  where  a fixed  charge  is  made  for  admission  6 
the  proceeds  of  which  more  than  cover  the  cost  of  the  performance  or 
entertainment,  and  there  is  no  increase  in  the  charges  for  refreshment,, 
service,  or  merchandise,  on  account  of  such  cost,  the  tax  imposed  by 
section  800  (a)  (1)  and  (2)  of  the  Act  applies  and  the  above  pro- 
visions do  not  apply.  But,  unless  these  requirements  are  satisfied,  a 
charge  made  for  “admission”  to  such  a performance  or  entertainment 
(although  it  will  be  subject  to  a tax7  as  an  admission  charge)  will 

1 For  exemptions  see  Articles  32-47. 

2 For  reduced  rate  admission,  see  example  2,  Article  23  ; “membership,”  see  example 
2,  Article  14;  rental  of  place,  see  Article  64. 

3 For  meaning  of  “amount  paid  for  admission”  see  Articles  6-16. 

4 For  the  “entertainments  included”  see  Article  28. 

5 The  tax  is  in  fact  “ 1V2  cents  for  each  10  cents  or  fraction  thereof  of  the  amount 
paid  for  admission”  which  amount  is  “to  be  deemed  to  be  20  per  centum  of  the 
amount  paid  for  refreshment,  service,  and  merchandise.”  “1V2  cents  for  each  19 
cents  or  fraction  thereof  of  20  per  centum”  of  any  amount,  however,  always  equals 
“ 1V2  cents  for  each  50  cents  or  fraction  thereof”  of  such  amount  and,  therefore,  the 
latter  expression  is  used  here  in  order  to  simplify  the  calculation  of  the  tax. 

6 “Admission”  as  here  used  includes,  of  course,  the  use  of  seats,  or  tables,  or  the 
like.  See  Article  8. 

7 See  Articles  4,  18,  23  and  24. 
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not  represent  the  full  amount  charged  for  admission  and,  therefore,  as 
part  of  such  amount  is  concealed  in  the  amount  expended  for  refresh- 
ment, service  and  merchandise,  a tax  will  be  imposed  by  the  above 
provisions  of  the  Act  on  the  amount  so  expended. 

6791  Examples. — (1)  A certain  person  invites  four  of  his  friends  to 
attend  a cabaret.  No  fixed  charge  is  made  for  admission.  His 

check  for  refreshments  for  the  party  amounts  to  $15.87,  which  includes 
a couverture  charge  of  40  cents  for  each.  As  50  cents  is  contained  in 
$15.87  thirty-one  and  a fraction  times,  the  tax  in  this  case  is  48  cents 
(32  times  ll/2  cents). 

6792  (2)*  A certain  person  reserves  a table  for  himself  and  three 
friends  at  a roof-garden  entertainment  and  pays  $12  for  the 

reservation,  this  being  the  regular  price.  This  being  a charge  for 
admission,1  and  apparently  being  adequate,  there  is  no  tax  in  this  case 
under  these  provisions  of  the  Act,  but  a tax  of  $1.20  is  imposed  by 
section  800  (a)  (1)  of  the  Act  (See  Article  4.)  In  this  case  if  the 
tables  were  all  equally  well  located  and  $24  was  the  price  charged  for 
reserving  most  of  the  4-seat  tables  and  was  the  highest  price,  while 
this  particular  person  was  charged  only  $12,  then  $24  would  be  the 
established  price  of  such  a table  and  his  tax  would  be  $2.40,  being 
based  on  that  established  price  (see  Article  23).  In  any  case,  the 
reservation  of  each  seat  at  such  a table  must  be  evidenced  by  a ticket  (see 
Article  48)  and  this  ticket  must  comply  with  the  provisions  of  Articles 
50-51. 

6793  (3)  A certain  restaurant  conducts  a cabaret  in  its  main  dining 
room  every  evening  from  8 to  12  o’clock.  In  this  case  a 

person  who  takes  dinner  in  that  dining  room  and  leaves  the  room  before 
8 o’clock  and  who  therefore  does  not  witness  the  cabaret  at  all,  is  not 
subject  to  any  tax  under  these  provisions  of  the  Act. 

6794  (4)  in  this  same  restaurant  there  are  other  dining  rooms  so 
entirely  separate  from  the  main  dining  room  that  from  them 

nothing  that  is  going  on  in  the  main  dining  room  can  be  either  seen 
or  heard.  No  cabaret  performance  or  other  entertainment  is  furnished 
in  these  other  rooms.  In  this  case  no  person  dining  in  one  of  these 
other  rooms,  even  during  the  time  that  the  cabaret  performance  is 
going  on  in  the  main  dining  room,  is  subject  to  any  tax  under  these 
provisions  of  the  Act. 

«795  (5)  A hotel,  running  a cabaret,  requires  every  person  enter- 

ing to  purchase  a 50-cent  food  check.  This  check  is  later 
accepted  as  50  cents  in  payment  of  the  food  and  other  refreshments 
consumed.  A certain  person  purchases  such  a check  for  50  cents  and 
spends  an  evening  at  the  cabaret.  His  bill  at  the  end  of  the  evening 
comes  to  $8.33,  and  he  pays  it  by  handing  in  the  check  and  paying  $7.83 
in  cash.  The  50  cents  so  paid  for  this  check  is  not  “paid  for  admission” 
within  the  meaning  of  the  Act  (see  example  2,  Article  13).  The  tax 
in  this  case  is  based  on  the  $8.33  spent  and  is  26  cents  (17  times  1)4 
cents). 

6796  (6)  A certain  man  goes  to  a cabaret  where  there  is  a gen- 

eral admission  charge  of  25  cents.  The  entertainment  pro- 
vided is  very  elaborate  and  this  is  reflected  in  the  price  of  the  food. 

1 See  example  2 under  Article  8. 
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His  bill  for  food  comes  to  $12.37.  In  this  case  there  is  an  admission 
tax  of  3 cents,  due  under  Article  4,  on  the  25  cents  paid  on  admission. 
But  as  this  amount  is  clearly  inadequate  there  is  also  a tax  of  38 
cents  (25  times  V/2  cents)  based  on  the  amount  paid  for  food. 

<>797  Art.  28.  Entertainments  included. — “Any  public  performance 
for  profit  at  any  roof  garden,  cabaret,  or  other  similar  enter- 
tainment” includes  every  public  vaudeville  or  other  performance  or 
diversion  in  the  way  of  acting,  singing,  declamation,  or  dancing,  either 
with  or  without  instrumental  or  other  music,  conducted,  for  the  profit 
of  the  management,  by  professionals,  amateurs,  or  patrons  under  the 
auspices  of  the  management,  in  connection  with  the  service  of  selling 
of  food  or  other  refreshment  or  merchandise  at  any  room  in  any  hotel, 
restaurant,  hall,  or  other  public  place.  Every  form  of  entertainment  so 
conducted  is  included,  except  instrumental  music  unaccompanied  by 
any  other  form  of  entertainment. 

6798  Examples. — (1)  A proprietor  of  a dancing  establishment  pro- 
vides for  the  serving  of  refreshments  to  his  patrons.  No  charge 

is  made  for  “admission”  or  for  dancing.  In  this  case  the  management 
ts  conducting  an  entertainment  the  admission  charge  to  which  is  wholly 
included  in  the  price  paid  for  refreshments,  and  there  will  be  a tax 
under  these  provisions  of  the  Act. 

6799  (2)  A certain  hotel  provides  a space  in  its  dining  room  for 
dancing  and  charges  50  cents  admission  to  everyone  entering 

the  room.  The  prices  charged  for  food  are  not  increased  to  cover  the 
cost  of  the  entertainment  furnished.  In  this  case  the  amount  paid  for 
admission  is  not  included  in  the  price  paid  for  refreshment  but  is  this 
separate  50-cent  charge.  This  charge,  therefore,  is  taxable  as  an 
“amount  paid  for  admission”  under  section  800(a)  (1)  of  the  Act  and 
the  tax  is  5 cents.  (See  Article  4.) 

6800  (3)  A certain  other  hotel  maintains  in  its  lobby  a dancing 
floor  surrounded  by  tables  and  serves  refreshments  to  its 

patrons  during  the  dancing  hours.  No  charge  is  made  for  dancing. 
This  is  a case  of  a public  performance  for  profit  where  the  amount 
paid  for  admission  is  wholly  included  in  the  amount  paid  for  refresh- 
ment and  there  will  be  a tax,  therefore,  under  these  provisions  of  the 
Act. 

6801  (4)  A certain  other  hotel  conducts  in  a room  adjoining  its 
dining  room,  during  tea  time  and  in  the  evening,  an  entertain- 
ment in  the  form  of  dancing  for  its  patrons.  No  charge  is  made  to 
those  desiring  to  dance.  This  case,  as  the  one  mentioned  in  the  pre- 
ceding example,  is  a case  where  the  amount  paid  for  admission  to  a 
public  performance  for  profit  is  wholly  included  in  the  amount  paid 
for  refreshment,  and  there  will,  therefore,  be  a tax  under  these  pro- 
visions of  the  Act. 

6802  (5)  A certain  college  alumni  association  gives  a dinner  to  its 
members  and  invited  guests,  at  a fixed  charge  per  plate,  at  a 

certain  hotel.  Entertainers  supplied  by  the  hotel  perform,  and  the 
diners  themselves  dance  in  an  open  space  provided  in  the  room.  In 
this  case  as  the  dinner  is  private  there  is  no  tax,  whether  the  cost  of 
the  cabaret  performance  is  included  in  the  charges  per  plate  or  is  paid 
for  in  a lump  sum  by  the  alumni  association. 
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0803  (6)  A certain  chamber  of  commerce  gives  a dinner,  in  honor 

of  a distinguished  man,  at  $5  a plate.  Tickets  are  sold  to 
anybody  desiring  to  attend.  Entertainment  is  furnished  by  perform- 
ers supplied  by  the  hotel  where  the  dinner  is  served.  In  this  case,  as 
the  entertainment  is  supplied  by  the  hotel,  it  is  clearly  for  profit,  and 
as  the  affair  is  also  public  there  is  a tax  under  these  provisions  of  the 
Act.  This  tax  applies  to  each  individual  payment  made  for  a dinner 
ticket  and  is  15  cents  (10  times  1J4  cents)  in  each  case. 

6804  (7)  A certain  social  club  gives  a dance  at  a hotel  charging  $2 
a ticket  to  both  men  and  women.  During  an  intermission  in 

the  dancing  a light  buffet  supper  is  served.  In  this  case  the  $2  is 
clearly  paid  for  admission,  and  there  is  a tax  of  20  cents  under  section 
800  (a)  (1)  of  the  Act  (see  Article  4).  There  is  no  tax  in  this  case 
under  these  provisions  of  the  Act. 

TAXES  ON  CHARGES  IN  EXCESS  OF  ESTABLISHED  PRICE. 

Box-Office  Sales. 

6805  Art.  29.  Basis  and  rate  of  tax. — Where  a proprietor,  man- 

6504  ager,  or  employee  of  any  opera  house,  theater,  or  other  place 

of  amusement  sells  or  disposes  of  any  ticket  or  card  of  admis- 
sion 1 thereto  for  an  amount  in  excess  of  the  established  price  of  the 
admission  2 for  which  it  is  valid,3  the  excess  portion  of  such  charge  is 
subject  to  a tax  of  50  per  cent.4  under  these  provisions  of  the  Act. 
This  tax  is  to  be  paid  by  the  person  selling  or  disposing  of  the  ticket 
and  is  distinct  from,  and  in  addition  to,  the  admission  tax 5 (imposed 
on  the  whole  amount  paid  for,  or  on  the  whole  established  price  of, 
the  admission  represented  by  the  ticket),  which  is  to  be  paid  by  the 
person  to  whom  the  ticket  is  sold  or  given. 

6806  Examples. — (1)  The  established  price  of  the  seats  in  the 
orchestra  of  a certain  theater  is  $2.  These  seats  are  put  on  sale 

three  weeks  in  advance.  The  running  attraction  being  very  popular, 
the  management  decides  one  Friday  night  to  increase,  by  25  cents,  the 
price  of  all  orchestra  seats  for  the  next  week  still  unsold.  In  this  case, 
as  an  increase  so  made  can  not  affect  the  established  price,6  that  price 
remains  $2.  Therefore,  a tax  of  12^2  cents  is  due  from  the  theater  in  the 
case  of  each  ticket  for  one  of  these  seats  sold  for  $2.25.  In  making  its 
return  at  the  end  of  the  month  the  theater  should  add  together  all  of 
these  12j4-cent  taxes  and  if  the  total  sum  ends  in  a half  cent  (as,  for 

1 “Ticket  or  card  of  admission”  includes  in  its  meaning  any  pass  or  other  token 
of  a free  admission. 

2 For  meaning  of  “established  price  of  an  admission”  see  Article  17. 

3 If  the  ticket  or  card  of  admission  is  valid  for  admissions  of  more  than  one 
established  price,  then  the  established  price  to  be  taken  here  is  the  highest  of  such 
established  prices  of  admission. 

4 Note  that  the  rate  of  tax  here  is  50  per  cent.  The  fact  that  this  rate  is  a per- 
centage makes  possible  a tax  involving  a fraction  of  a cent.  As  the  tax  is  based 
on  each  excess  charge  imposed,  several  taxes  are  almost  certain  to  be  payable  at  the 
same  time  and,  therefore,  these  fractional  parts  of  a cent  may  affect  the  result,  for 
they  are  to  be  preserved  in  computation,  since  section  1313  of  the  Act  affects  only  the 
payment  of  the  tax. 

5 See  Articles  4,  18,  23,  and  24. 

6 See  Article  17,  and  particularly  examples  1,  8,  and  12  thereunder. 
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example,  $227.3 7J4),  then  the  tax  to  be  paid,  complying  with  section 
1313  of  the  Act,  will  be  one-half  cent  greater  than  this  amount  (in  other 
words,  $227.38). 

6807  (2)  A certain  theater  makes  a practice  of  selling  the  first  10  rows 

in  its  orchestra  to  a certain  ticket  broker.  The  established  price 
of  these  seats  is  $2  and  this  price  is  printed  on  each  ticket,  but  the  broker 
is  charged  $2.25,  the  theater  claiming  that  this  amount  is  for  service- 
rendered  and  not  an  excess  charge.  This  25  cents  is  clearly  an  excess 
charge1  under  the  provisions  of  the  Act,  and  the  theater  is  subject  for 
each  such  sale  to  a tax  of  50  per  cent  of  25  cents,  or  in  other  words,, 
of  12^  cents. 


BROKER’S  SALES. 

6808  Art.  30.  Basis  and  rate  of  tax. — Where  a ticket  or  card  of 

6503  admission2  to  any  place  of  amusement  is  sold,  at  any  place  other 

than  a ticket  office  thereof,3  for  an  amount  in  excess  of  the 
sum  of  the  established  price  of  the  admission4  for  which  such  ticket  or 
card  is  valid 5 and  any  admission  tax6  which  may  have  already  been 
paid  on  such  ticket  or  card,  the  excess  portion  of  such  charge  is  subject 
to  a tax  under  these  provisions  of  the  Act.  This  tax  is  to  be  paid  by  the 
person  selling  the  ticket,  and  is  distinct  from  and  in  addition  to  (1)  any 
admission  tax6  which  may  have  already  been  paid  on  such  ticket  or  card, 
and  (2)  the  admission  tax6  due,  or  in  case  an  admission  tax  has  already 
been  paid  the  balance  of  the  admission  tax  due,  because  of  the  present 
sale.  Where  the  total  amount  (including  any  amount  paid  as  a refund 
of  admission  tax  “1,”  but  excluding  the  amount  paid  as  admission  tax 
“2”)  paid  by  the  buyer  exceeds  the  sum  of  the  established  price  of  the 
admission  and  admission  tax  “1”  by  50  cents  or  less  this  excess  charge  tax 

^ee  note  4 on  page  1351. 

2“Ticket  or  card  of  admission”  includes  in  its  meaning  any  pass  or  other  token 
of  a free  admission. 

3“Any  place  other  than  a ticket  office”  of  a place  of  amusement  includes  every 
place  (other  than  the  box  office  of  the  place  of  amusement  if  it  should  happen  not 
to  be  under  the  same  management  as  the  place  of  amusement)  which  is  not  under  the 
same  management  as  the  place  of  amusement,  but  does  not  include  a place  under  the 
same  management  as  the  place  of  amusement,  even  if  it  is  located  elsewhere.  In 
other  words,  except  in  the  case  of  the  box  office,  it  is  management  and  not  location 
which  is  the  test  as  to  whether  a particular  ticket  office  is  a ticket  office  of  the  place 
of  amusement  or  not. 

4For  meaning  of  “established  price  of  an  admission”  see  Article  17. 

5If  the  ticket  or  card  of  admission  is  valid  for  admissions  of  more  than  one 
established  price,  then  the  established  price  to  be  taken  here  is  the  highest  of  such 
established  prices  of  admission. 

6See  Articles  4,  18,  23,  and  24. 
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is  5 per  cent 1 of  the  amount  of  such  excess.2  Where  such  excess  is 
more  than  50  cents,  the  tax  is  50  per  cent1  of  the  amount  of  the  zvhole 
of  such  excess.2 

C809  Examples. — (1)  A certain  ticket  broker  purchases  from  a theater 

a block  of  tickets  for  seats  in  the  orchestra,  the  established 
price  of  admission  to  which  is  $2,  and  resells  them  at  an  express  charge 
of  50  cents  per  ticket.  The  taxes  to  be  collected  and  paid  by  the  theater 
and  broker  in  this  case  are  as  follows : 

THEATER. 

Receives  from  broker.  Must  pay  to  collector 

Established  price  $2.00  which  it  retains. 

Admission  tax 20  which  it  must  pay  to  collector 3$0.20 


Total  $2.20  Total  20 

BROKER. 

Receives  from  customer.  Must  pay  to  collector. 

Established  price  $2.00  which  he  retains. 

Additional  charge  20  which  he  retains  as  refund  of  admission 

tax  paid  to  theatre. 

Excess  charge 50  of  which  he  must  pay  as  tax4 to  collector.  6$0.025 

Balance  of  admission  tax 05  which  he  must  pay  to  collector 6.05 


Total $2.75  Total 075 

6810  (2)  The  same  broker  buys  tickets  from  another  theater  for  seats 

the  established  price  of  admission  to  which  is  likewise  $2.  This 
theater,  however,  charges  him  $2.25  apiece  for  them.  He  resells  them, 
increasing  the  excess  charge  by  25  cents  in  each  case.  In  this  case 

1 Note  that  the  rate  of  tax  here  is  a percentage.  The  fact  that  this  is  so  makes 
possible  a tax  involving  a fraction  of  a cent.  As  the  tax  is  based  on  each  excess 
charge  imposed,  several  taxes  are  almost  certain  to  be  payable  at  the  same  time  and, 
therefore,  these  fractional  parts  of  a cent  may  affect  the  result,  for  they  are  to  be 
preserved  in  computation,  since  section  1313  of  the  Act  affects  only  the  payment 
of  the  tax. 

2 It  should  be  particularly  noted  that  this  tax  is  based  on  the  amount  charged  in 
excess  of  the  established  price,  not  in  excess  of  the  price  the  broker  pays.  The  mere 
fact  that  the  ticket  broker  himself  may  have  paid  the  theatre  more  than  the  estab- 
lished price  does  not  affect  whatever  the  tax  to  be  paid  by  the  ticket  broker  on  his 
making  an  excess  charge.  In  other  words,  if  the  theatre  makes  an  excess  charge 
to  the  broker,  and  the  broker  makes  an  equal  or  greater  excess  charge  to  his  cus- 
tomer, then  both  the  theatre  and  broker  must  pay  an  excess-charge  tax  on  the  amount 
of  the  excess  charge  of  the  theatre. 

[3  The  amount  of  this  item  is  to  be  added  to  all  other  amounts,  representing  taxes 
on  paid  or  free  admissions,  received  by  the  theatre  during  the  month  and  the  sum 
total  entered  as  item  a on  Form  729  (Revised)  [page  1339]  being  its  return  for  that 
month. 

4 If  an  attempt  is  made  to  pass  on  this  tax  to  the  customer,  by  making  him  pay 
3 cents  more,  the  excess  charge  becomes  53  cents  instead  of  50  cents  and  the  rate  of 
tax  on  such  excess  charge  increases  from  5 per  cent,  to  50  per  cent.  See  example  3 
below. 

5 The  amount  of  this  item  is  to  be  added  to  all  other  amounts  due,  during  the 

calendar  month,  from  the  broker  as  taxes  on  charges  in  excess  of  established 

price,  and  the  sum  total  entered  as  item  e on  Form  729  (Revised)  [page  1339]  being 
his  return  for  that  month.  If  the  sum  total  comes  out  with  a fractional  part  of  a 
cent  this  fraction  if  less  than  V2  cent  is  to  be  disregarded,  but  if  V2  cent  or  more 
the  sum  total  is  to  be  increased  by  1 cent  (see  section  1313  of  the  Act  [H8016]). 

6 The  amouht  of  this  item  is  to  be  added  to  all  other  amounts,  representing  taxes 

on  amounts  paid  for  admission,  received  by  the  broker  during  the  month,  and  the 

sum  total  entered  as  item  a on  Form  729  (Revised)  [page  1339]  being  his  return  for 

that  month. 
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the  taxes  to  be  collected  and  paid  by  the  theater  and  broker  are  as 
follows : 


Receives  from  broker. 


Established  price  $2.00 

Excess  charge 25 

Admission  tax  [ 23 


THEATER. 

Must  pay  to  collector. 
which  it  retains. 

of  which  it  must  pay  as  tax  to  collector.  1$0.125 
which  it  must  pay  to  collector *.23 


Total . $2.48  Total  

BROKER. 

Receives  from  customer.  Must  pay  to  collector. 

Established  price  $2.00  which  he  retains. 

Additional  charge 23  which  he  retains  as  refund  of  admission 

tax  paid  to  the  theatre. 

Excess  charge  50  of  which  he  must  pay  as  tax8  to  collector. 

Balance  of  admission  tax5 02  which  he  must  pay  pay  to  collector 


.355 


4$0.025 

*.02 


Total $2.75  Total  # 045 

^811  (3)  The  same  broker  buys  tickets  from  another  theater  for 

seats  the  established  price  of  admission  to  which  is  likewise  $2. 
This  theater,  however,  charges  him  $2.50  apiece  for  them.  He  resells 
them  increasing  the  excess  charge  by  $1.25  in  each  case.  In  this  case  the 
taxes  to  be  collected  by  the  theater  and  broker  are  as  follows : 


Receives  from  broker 


Established  price  $2.00 

Excess  charge 50 

Admission  tax 25 


THEATER. 

Must  pay  to  collector. 
which  it  retains. 

of  which  it  must  pay  as  tax  to  collector . . . *$0.25 
which  it  must  pay  to  collector *.25 


Total $2.75  Total 50 

BROKER. 

Receives  from  customer.  Must  pay  to  collector. 

Established  price  $2.00  which  he  retains. 

Additional  charge 25  which  he  retains  as  refund  of  admission 

tax  paid  to  theatre. 

Excess  charge 1.75  of  which  he  must  pay  as  tax7  to  collector.  8$0.875 

Balance  of  admission  tax9..  .13  which  he  must  pay  to  collector 10.13 


Total $4.13  Total... 1.005 

*The  amount  of  this  item  is  to  be  added  to  all  other  amounts  due,  during  the 
calendar  month,  from  the  theatre  as  taxes  on  charges  in  excess  of  established  price 
and  the  sum  total  entered  as  item  d on  Form  729  (Revised)  [page  1339]  being  its  return 
for  that  month.  If  the  sum  total  comes  out  with  a fractional  part  of  a cent  this 
fraction  if  less  than  V2  cent  is  to  be  disregarded,  but  if  V2  cent  or  more  the  sum  total 
is  to  be  increased  by  1 cent  (see  section  1313  of  the  Act  [1T8016]). 

* See  note  3 on  page  1382. 

3 See  note  4 on  page  1382. 

4 See  note  5 on  page  1382. 

5 The  basis  of  the  tax  on  an  amount  paid  for  admission  is  the  whole  of  the  amount 
paid  for  a single  admission.  (See  Article  4 and  particularly  example  4 thereunder.) 
In  this  case  the  total  admission  tax  due  is  25  cents,  being  based  on  $2.50 — such  amount 
of  the  final  charge  as  does  not  represent  any  admission  tax.  As  23  cents  has  already 
been  paid  as  an  admission  tax,  the  balance  due  is  evidently  2 cents  ( not  3 cents). 

6 See  note  6 on  page  1382. 

T See  note  4 on  page  1382. 

14  See  note  5 on  page  1382. 

9 The  basis  of  the  tax  on  an  amount  paid  for  admission  is  the  whole  of  the  amount 
paid  for  a single  admission.  In  this  case  the  total  admission  tax  due  is  38  cents, 
being  based  on  $3.75 — such  amount  of  the  final  charge  as  does  not  represent  any 
admission  tax.  As  25  cents  has  already  been  paid  as  an  admission  tax,  the  balance 
due  is  evidently  13  cents. 

10  See  note  6 on  page  1382. 
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0812  (4)  The  same  ticket  broker  purchases  from  another  theater  a 

block  of  tickets  for  seats,  the  established  price  of  admission  to 
which  is  likewise  $2,  and  resells  them  at  an  excess  charge  of  50  cents 
per  ticket.  He  has  an  arrangement  with  the  theater,  however,  by  which 
half  of  this  excess  charge  so  received  by  him  is  to  be  paid  to  the  theater 
as  a rebate.  In  this  case  this  rebate  of  25  cents  received  by  the  theater 
is  in  fact  an  excess  charge  made  by  it.  The  theater,  therefore,  will  be 
subject  to  a tax  of  50  per  cent  of  that  amount  (12J4  cents)  as  a tax  on 
an  excess  charge.  The  final  result  as  to  taxes,  etc.,  will  be  the  same 
therefore  as  that  shown  under  example  2 above. 

6813  (5)  a theater-ticket  agency  procures  tickets  from  various 
theaters  with  the  privilege  of  returning,  an  hour  before  the  per- 
formance starts,  all  tickets  for  that  performance  then  unsold.  Such 
agency  charges  for  each  ticket  sold  10  cents  more  than  the  sum  of  t{ie 
established  price  and  the  amount  paid  to  the  theater  as  an  admission 
tax,  and  terms  this  10-cent  charge  a “service  charge.”  In  this  case  it  is 
clear  that  the  10-cent  advance  is  in  fact  an  excess  charge  (see  note  4 
on  page  24)  and  that  the  agency  is  liable  for  an  excess-charge  tax  of 
^2  cent.  It  must  also,  of  course,  collect  from  the  purchaser  the  1 cent 
balance  of  admission  tax  due. 

6814  (6)  A certain  lodge  (which  does  not  fall  within  the  classes,  of 
organizations  mentioned  in  the  exemption  provisions  of  the 

Act)  contracts  with  a theater  to  pay  $1,400  for  its  entire  seating  capacity 
for  a particular  performance  of  a popular  attraction.  This  contract  was 
made  before  any  tickets  for  this  performance  had  been  put  on  sale  or 
distributed  in  any  way.  The  theater  on  making  the  contract  notifies 
the  collector  of  internal  revenue  on  Form  754  (Revised)  that  such  con- 
tract is  being  made  (see  Article  64).  The  lodge  takes  the  theater’s 
tickets  for  that  performance  and  reprints  them  to  the  extent  necessary 
to  increase  the  price  of  each  seat  50  cents.  It  sells  the  tickets  so  re- 
printed to  its  members  and  friends,  and  to  increase  the  proceeds  auctions 
off  a large  number  of  the  choicest  seats.  In  this  case  the  established 
price  of  all  seats  is  the  price  so  printed  on  the  tickets  by  the  lodge  and, 
therefore,  no  excess-charge  tax  is  due  for  the  sale  at  that  price  of  any 
ticket.  In  the  case  of  the  auctioned  tickets,  however,  an  excess-charge 
tax  will  be  due,  in  accordance  with  the  provisions  of  Article  30,  on 
all  amounts  realized  at  such  sale  in  excess  of  the  price  so  established  by 
the  lodge.  (See  also  example  1,  Article  12.) 

SCOPE  OF  TAXES. 

6815  Art.  31.  Scope  as  compared  with  Taxes  on  Admissions. — The 
Taxes  on  Admissions  apply  in  general  to  any  “amount  paid  for 

admission  to  any  place”  with  certain  general  exemptions.  These  Taxes 
on  Charges  in  Excess  of  Established  Price  apply  to  excess  charges  on 
“tickets  or  cards  of  admission  to  theaters,  operas,  or  other  places  of 
amusement  ” with  the  same  general  exemptions.  It  is  clear,  therefore, 
that  the  class  to  which  these  taxes  apply  is  a smaller  class  than  that 
affected  by  the  Taxes  on  Admissions  and  that  it  lies  entirely  within 
that  larger  class.  In  other  words,  while  there  are  many  cases  where 
an  admission  tax  is  due  which  do  not  fall  within  the  scope  of  these 
excess-charge  taxes,  all  cases  where  these  taxes  apply  fall  within  the 
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scope  of  the  Taxes  on  Admissions.  As  these  taxes  are  clearly  in  addition 
to  the  Taxes  on  Admissions  and  not  in  lieu  of  them,  in  all  cases  which 
come  within  the  scope  of  both  of  these  kinds  of  taxes  a tax  of  each  kind 
must  be  paid. 


EXEMPTIONS.1 

Analysis  of  Section  800(b)  of  Revenue  Act  of  1918. 

6816  “No  tax  shall  be  levied  under  this  title  in  respect  to  any  ad- 
6507  missions:” 

1.  “All  the  proceeds  of  which  inure  exclusively  to  the  benefit  of 

(a) 

Religious,  ] institutions, 
educational,  ['  societies, 
or  f I or 

charitable  organizations. 

“Societies  for  the  prevention  of  cruelty  to  children  or  animals.” 
“Organizations  (1)  conducted  for  the  sole  purpose  of  maintaining 
symphony  orchestras  and  (2)  receiving  substantial  support  from 
voluntary  contributions  (3)  none  of  the  profits  of  which  are  dis 
tributed  to  members  of  such  organizations.” 

“Persons  in  the  military  or  naval  forces  of  the  United  States.” 

To  agricultural  fairs  none  of  the  profits  of  which  are  distributed 
to  stockholders  or  members  of  the  association  conducting  the 
same.” 


(b) 

(c) 


(d) 

9 1 


TAXES  TO  WHICH  EXEMPTIONS  APPLY. 

6817  Art.  32.  Meaning. of  “all  the  proceeds.” — As  appears  from 
Article  1,  the  taxes  imposed  by  section  800(a)  of  the  Act 
naturally  divide  into  two  general  classes,  “Taxes  on  Admissions”  (see 
Articles  4-28)  and  “Taxes  on  Charges  in  Excess  of  Established  Price” 
(see  Articles  29-31).  These  two  classes  of  taxes  not  only  differ  in  their 
character  but  also  in  their  incidence.  The  admission  taxes  are  imposed 
on  and  paid  by  the  persons  admitted  or  entitled  to  admission,  while 
the  excess-charge  taxes  are  imposed  on  and  paid  by  the  persons  making 
the  excess  charges.  Moreover,  the  proceeds  from  admissions  and  the 
proceeds  from  excess  charges  may,  and  in  the  case  of  brokers’  sales 
commonly  do,  go  to  separate  and  distinct  persons  or  organizations. 
Evidently  it  was  not  intended  that  the  destination  of  the  proceeds  of 
excess  charges  made  by  a ticket  broker  should  affect  any  exemption 
to  which  the  admissions  proper  might  be  entitled.  It  is  necessary, 
therefore,  in  order  to  give  the  above  provision  concerning  exemptions 
(section  800  (b))  a reasonable  effect,  to  interpret  the  phrase  “all  the 
proceeds”  as  meaning  (1)  in  the  case  of  Taxes  on  Admissions,  “all  the 
proceeds  (after  payment  of  reasonable  expenses)2  of  admission 
charges,”  and  (2)  in  the  case  of  Taxes  on  Charges  in  Excess  of  Estab- 
lished Price,  “all  the  proceeds  (after  payment  of  reasonable  expenses)2 

1 The  exemption  concerning  “outdoor  general  amusement  parks”  and  amusements 
therein,  contained  in  the  Revenue  Act  of  1917,  is  not  contained  in  the  Revenue  Act 
of  1918,  and  is  no  longer  in  force. 

2 It  is  clear  that  by  “proceeds”  the  gross  proceeds  can  not  be  intended,  but  only  the 
ri£t  proceeds  after  payment  of  reasonable  expenses. 
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of  such  excess  charges.”  In  other  words,  whether  or  not  there  is 
exemption  from  either  class  of  tax  must  depend  on  the  destination  of 
the  proceeds  of  the  charges  on  which  that  particular  tax  would  be 
based.  The  application  of  the  exemptions,  provided  by  section  800 
(b),  to  each  of  these  two  classes  of  taxes  in  turn  is  given  in  the  two 
following  articles : 

6818  Art.  33.  Taxes  on  Admissions. — Admissions  are  exempt  from 
the  Taxes  on  Admissions  (see  Articles  4-28)  whenever  all  the 

proceeds  (after  payment  of  reasonable  expenses)  of  such  admissions 
go  in  a way  that  satisfies  the  provisions  of  section  800  (b).  Nor 
would  it  affect  this  result  if  some  broker  or  other  person  should  secure 
tickets  for  some  of  these  admissions  and  should  sell  them  at  a price 
in  excess  of  the  established  price,  keeping  the  proceeds  of  such  excess 
charges  for  himself.  On  the  other  hand,  it  is  obvious  that  even  though 
all  the  proceeds  (after  payment  of  reasonable  expenses)  of  excess 
charges  should  go  in  a way  that  satisfies  the  provisions  of  section  800 
(b),  the  admissions  proper  are  taxable  unless  all  the  proceeds  (after 
payment  of  reasonable  expenses)  of  such  admissions  themselves  go  in 
such  a way. 

6819  Examples. — (1)  A woman’s  auxiliary  of  a charitable  hospital 
in  a large  city  gives  an  entertainment  for  the  benefit  of  the 

hospital.  The  established  price  of  admission  to  all  seats  is*  $3.  This 
organization,  which  qualifies  as  exempt  under  section  800  (b),  is  largely 
made  up  of  society  women,  and  seats  are  very  much  in  demand.  A 
certain  ticket  broker  secures  a large  number  of  them  and  sells  them  at 
$4  apiece.  In  this  case  the  admissions  proper  are  exempt  from  the 
Taxes  on  Admissions,  in  spite  of  the  fact  that  the  proceeds  of  the 
excess  charges  made  by  the  broker  go  into  his  pocket.  Therefore  not 
only  no  admission  tax  need  be  charged  to  the  broker  or  anyone  else 
on  the  original  sale  of  the  tickets,  but  no  such  tax  is  to  be  collected  by 
the  broker  from  a customer  on  selling  him  a ticket.  However,  he  must 
pay  an  excess-charge  tax  of  50  cents  on  each  ticket  sold.1 

6820  (2)  A certain  society  circus,  the  established  price  of  admis- 
sion to  which  is  $5,  is  given  for  the  benefit  of  the  Salvation 

Army.  Many  of  the  tickets  to  this  circus  are  auctioned  off  by  the 
management  at  a large  advance  in  price  and  the  proceeds  of  the  auc- 
tion also  given  the  Salvation  Army.  In  this  case  no  taxes  are  imposed 
on  either  the  admissions  proper  or  the  excess  charges.1 

6821  Art.  34.  Taxes  on  Charges  in  Excess  of  Established  Price. 

— Charges  in  excess  of  the  established  price  are  exempt  from 
the  taxes  imposed  on  such  charges  by  section  800  (a)  of  the  Act  (see 
Articles  29-31)  whenever  all  the  proceeds  (after  payment  of  reason- 
able expenses)  of  such  excess  charges  go  in  a way  that  satisfies  the 
provisions  of  section  800  (b).  And  this  is  true  even  though  the  pro- 
ceeds of  the  admissions  themselves  do  not  go  in  a way  that  satisfies 
the  provisions  of  section  800  (b).  In  other  words,  even  though  the 

1 Proceeds  divided,  see  example  2,  Article  35 ; tax  on  excess  charges,  see  Article 
30 ; method  of  securing  exemption,  see  Article  47 ; see  also  the  example  under  Article 
34 ; printing  tickets,  see  example  4,  Article  51. 
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charges  for  admissions  proper  are  not  exempt,  because  not  going  in  a 
way  satisfying  section  800  (b),  the  excess  charges  will  be  exempt  if 
the  proceeds  of  such  excess  charges  themselves  go  in  a way  which  sat- 
isfies section  800  (b).  On  the  other  hand,  even  though  all  the  proceeds 
(after  payment  of  reasonable  expenses)  of  admissions  proper  go  in 
a way  that  satisfies  the  provisions  of  section  800  (b),  the  excess  charges 
are  taxable  unless  all  the  proceeds  (after  payment  of  reasonable  ex- 
penses) of  such  excess  charges  themselves  go  in  such  a way. 

6822  Example. — A certain  charitable  organization,  which  qualifies 
as  exempt  under  section  800  (b),  purchases  from  the  box 

office  of  a theater,  in  the  regular  way  and  at  the  established  price, 
fifty  $2  tickets.  It  sells  them  all  for  $5  apiece  (exclusive  of  any  admis- 
sion tax)  for  the  benefit  of  the  charity.  In  this  case  an  admission  tax 
of  20  cents,  based  on  the  $2  paid  to  the  theater,  must  be  paid  on  each 
ticket  at  the  time  of  its  purchase,  and  on  the  resale  of  the  ticket  by 
the  charitable  organization  it  must  collect  the  balance  of  admission 
tax  due  on  that  ticket,  namely,  30  cents.  (Of  course,  it  can  also  if  it 
desires  collect  20  cents  more  to  cover  the  admission  tax  if  paid  to  the 
theater.)  On  the  other  hand,  no  excess-charge  tax  is, due  from  the 
charitable  organization  on  account  of  the  sale  of  these  tickets  at  an 
excess  charge.1 

ORGANIZATIONS  OTHER  THAN  AGRICULTURAL  FAIRS. 

6823  Art.  35.  Basis  of  exemption. — Section  800  (b)  of  the  Act  ex- 
pressly bases  any  exemption2  of  admissions  (or  excess 

charges)  from  tax  on  the  specific  fact  that  the  proceeds  of  such  admis- 
sions (or  excess  charges)  inure  exclusively  to  organizations  or  per- 
sons of  certain  classes.  In  other  words,  the  controlling  factor  is  not 
the  mere  use  to  which  the  money  is  to  be  put,  nor  the  character  of  the 
organization  or  person  that  is  collecting  the  sums  paid,  but  solely  the 
character  of  the  organization  or  person  to  whom  the  benefit  of  such 
sums  is  to  exclusively  inure. 

6824  Examples. — (1)  A Chautauqua  bureau  contracts  with  an  asso- 
ciation in  a certain  town  to  give  a Chautauqua  course  in  that 

town.  The  contract  provides  that  the  bureau  is  to  do  the  advertising, 
print  the  tickets,  sell  all  (a  stated  number)  of  the  course  tickets  to  the 
local  association,  sell  the  single-session  tickets  to  the  public,  and  to 
control  the  admissions  by  taking  the  tickets  at  the  entrance.  The 
local  association  agrees  to  buy  the  course  tickets  at  the  established 
price.  The  proceeds  of  the  single  admission  tickets  are  to  be  divided 
between  the  Chautauqua  bureau  and  the  local  association  in  accord- 
ance with  a fixed  percentage.  The  Taxes  on  Admissions  (see  Articles 
4-28)  apply  in  this  case,  unless  both  the  Chautauqua  bureau  and  the 
local  association  are  exempt  organizations  within  the  meaning  of  sec- 
tion 800  (b)  of  the  Act.  Furthermore,  if  the  local  association  resells 
the  course  tickets  at  a price  in  excess  of  the  established  price  it  must 
collect  the  balance  of  admission  tax  due  because  of  this  excess  and  is 
also  liable  for  the  Taxes  on  Charges  in  Excess  of  Established  Price 

1 Tax  on  excess  charges,  see  Article  30 ; method  of  securing  exemption,  see  Article 
47;  see  also  examples  under  Article  33;  printing  tickets,  see  example  4,  Article  51. 

2 Other  than  of  admissions  to  agricultural  fairs. 
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(see  Articles  29-31)  unless  so  exempt.  If,  on  the  other  hand,  the  con- 
tract had  provided  that  all  the  proceeds  of  the  single  session  tickets 
were  to  go  to  the  Chautauqua  bureau,  then  the  question  as  to  whether 
the  Taxes  on  Admissions  applied  to  the  Chautauqua  course  or  not 
would  have  depended  entirely  on  whether  that  bureau  was  an  exempt 
organization  or  not.2  -> 

-6825  (2)  A society  which  is  charitable  within  the  meaning  of  Arti- 

cles 36  and  39  gives  an  entertainment  with  talent  secured  from 
a lyceum  bureau  at  a fixed  price,  the  proceeds  of  the  entertainment, 
after  the  payment  of  expenses,  to  be  put  into  the  treasury  of  the  society. 
Unless  this  price  is  clearly  excessive  and  therefore  not  a reasonable 
expense,  admissions  to  the  entertainment  are  exempt  from  tax  as 
inuring  exclusively  to  the  benefit  of  a charitable  society.  If,  however, 
the  contract  with  the  lyceum  bureau  had  provided  that  any  given 
percentage,  hovrever  small,  of  the  gross  or  net  proceeds  of  the  enter- 
tainment were  to  inure  to  it,  then,  as  it  would-  have  thus  become  a 
sharer  in  the  proceeds,  the  admissions  would  not  have  been  exempt 
from  tax  unless  the  lyceum  bureau  were  also  an  exempt  organization. 
0826  (3)  certain  charitable  organization,  qualifying  as  exempt 

under  section  800  (b)  of  the  Act,  enters  into  an  arrangement 
with  a certain  moving-picture  theater  to  secure  60  per  cent,  of  the  net 
proceeds  of  a certain  evening’s  exhibition  in  return  for  selling  a large 
number  of  tickets  for  that  occasion.  In  this  case,  as  the  proceeds  are 
divided  between  the  theater  and  the  charitable  organization  and,  there- 
fore, do  not  inure  exclusively  to  the  benefit  of  the  latter,  the  admis- 
sions are  taxable. 

6827  (4)  When  all  the  proceeds  (after  payment  of  reasonable  ex- 
penses) of  an  entertainment  given  by  an  organization  not 

qualifying  as  exempt  under  section  800  (b)  of  the  Act  are  turned  over 
to  an  organization  so  qualifying,  whether  in  the  form  of  cash,  of  a 
piano,  or  of  any  other  kind  of  property,  admissions  to  such  entertain- 
ment are  not  taxable.  But  in  such  case  the  claim  for  exemption  must 
be  joined  in  by  the  organization  qualifying  as  exempt.  See  Article  47. 

6828  (5)  A benevolent  violinist  gives  a concert  and  hands  the  net 
proceeds  to  a poor  family  for  its  support.  The  admissions  to 

this  concert  are  taxable. 

6829  (6)  A historian  desiring  to  educate  the  public  on  a certain 
phase  of  history  delivers  lectures  in  order  to  raise  money  to 

print  a book  which  he  intends  to  publish  and  give  away  to  the  general 
public.  Admissions  to  his  lectures  are  taxable. 

6830  (7)  An  organization  of  soldiers  holds  an  entertainment  and 
turns  the  entire  proceeds  over  to  an  athletic  club  for  use  in 

building  a new  clubhouse.  Admissions  to  this  entertainment  are  tax- 
able, for  though  the  entertainment  is  under  the  auspices  of  soldiers  the 
proceeds  do  not  inure  to  them  but  to  a nonexempt  organization. 

6831  Art.  36.  Necessary  character  of  organization. — For  an  organ- 
ization to  be  considered  a religious,  educational,  or  charitable 

institution,  society,  or  organization  within  the  meaning  of  the  Act : 
(1)  It  must  have  a definite  organization,  with  officers,  directors,  or 
trustees,  and  the  usual  essential  features  (incorporation  not  being  essen- 

2 Chautauqua  must  register ; see  example  1,  Article  60. 
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tial)  of  an  association  of  its  class;  (2)  it  must  have  a purpose  which 
both  as  expressed  and  as  put  into  practice  is  religious  or  educational 
or  charitable,  or  partaking  of  the  character  of  more  than  one  of  these 
three;  and  (3)  the  provisions  of  its  charter,  constitution,  or  by-laws 
must  be  such  as  to  require  that  its  funds  be  used  solely  in  furtherance 
of  its  aforesaid  purpose,  none  of  them  being  paid  or  otherwise  dis- 
tributed to  any  of  its  members  except  as  charity  or  as  reasonable  com- 
pensation for  services  actually  rendered,  and  these  provisions  must  be 
actually  complied  with.1  For  an  organization  to  be  considered  a “so- 
ciety for  the  prevention  of  cruelty  to  children  or  animals”  it  must 
comply  with  conditions  1 and  3 of  the  preceding  sentence,  and  also 
with  condition  2,  except  that  in  its  case  the  purpose  to  be  expressed 
and  put  into  practice  must  be  the  specific  purpose  of  the  prevention  of 
cruelty  to  children  or  animals,  or  both,  and  not  one  of  the  three  gen- 
eral purposes  mentioned  in  condition  2.  It  is  perfectly  apparent  from 
the  above  conditions,  and  should  be  carefully  noted,  that  the  mere 
fact  that  an  organization  is  not  for  profit  is  not  enough  to  make  admis- 
sions to  entertainments  given  by  it  exempt  from  tax  under  the  Act. 
For  such  admissions  to  be  exempt  the  organization  must  also  comply 
with  conditions  1 and  2 above.  There  is  no  requirement,  expressed  or 
implied,  that  an  institution,  society,  or  organization  to  be  included 
within  these  exemption  provisions  must  be  organized  or  operating  in  the 
United  States.2 

6832  Art.  37.  Religious  organizations. — Admissions,  or  excess 

charges,  all  the  proceeds  of  which  (after  payment  of  reason- 
able expenses)  inure  exclusively  to  the  benefit  of  religious  institutions, 
societies,  or  organizations  are  exempt  from  tax.  Churches  and  theo- 
logical seminaries  are  the  commonest  cases  of  religious  institutions. 
Missions  and  missionary  societies  also  clearly  fall  within  the  exemption. 
Church  societies  are  religious  societies  only  if  they  share  in  the  religious 
purpose  of  the  church.  Nation-wide  organizations  which  are  not  church 
organizations  but  which  have  as  their  purpose  the  furtherance  of 
religion  are  religious  societies.2 

6833  Examples. — (1)  The  members  of  a certain  church  form  a club 
for  social  and  athletic  purposes  and  hold  their  meetings  in  one 

of  the  church  buildings.  In  order  to  raise  money  for  club  purposes  they 
give  dances  and  other  entertainments.  In  this  case,  as  the  club  is  not 
formed  or  operated  for  religious  purposes,  but  purely  for  social  and 
athletic  purposes,  admissions  to  these  dances  and  entertainments  are 
not  exempt  on  the  ground  that  the  club  is  a religious  organization. 
6884  (2)  A certain  church  organizes  a men’s  club  to  increase  com- 

munity feeling,  and  while  the  meetings  are  opened  with  prayer 
the  club  itself  has  no  religious  purpose  and  members  of  all  religions 
and  denominations  are  entitled  to  membership.  This  club,  though  hold- 
ing its  meetings  in  the  church  building  itself,  is  not  a religious  organ- 
ization within  the  meaning  of  the  Act. 

6835  (3)  A certain  church  organizes  a men’s  Bible  class,  which 

meets  every  Sunday  to  study  the  Bible.  This  class  holds  an 

1 The  substance  of  conditioru3  is  briefly  expressed  by  the  phrase,  “not  for  profit.” 

1 For  method  of  securing  exemption  see  Article  47. 
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entertainment  in  order  to  raise  money  to  buy  Bibles  and  maps  to  be 
used  in  its  work.  Admissions  to  the  entertainment  are  exempt  from 
tax,  for  the  class  is  a religious  organization  within  the  meaning  of  the 
Act. 

6836  (4)  If  in  the  case  mentioned  in  example  3 the  money  was  to 
be  raised  to  give  certain  members  of  the  Bible  class  a summer 

outing,  and  the  proceeds  were  actually  turned  over  to  such  members 
for  that  purpose,  the  admissions  would  not  be  exempt  from  tax.  For 
in  such  a case  the  proceeds  of  admissions  would  not  inure  exclusively 
to  the  benefit  of  the  Bible  class  itself. 

6837  (5)  A club  organized  for  the  sole  purpose  of  raising  money 
to  support  a missionary  is  a religious  organization  within  the 

meaning  of  the  Act. 

6838  (6)  A Young  Men’s  Christian  Association  or  Young  Men’s 
Hebrew  Association  is  a religious  organization  within  the 

meaning  of  the  Act. 

6839  Art.  38.  Educational  organizations. — Admissions,  or  excess 
charges,  all  the  proceeds  of  which  (after  payment  of  reason- 
able expenses)  inure  exclusively  to  the  benefit  of  institutions,  societies, 
or  organizations  that  are  educational  within  the  meaning  of  the  Act  as 
stated  in  this  article  and  Article  36,  are  exempt  from  tax.  Schools, 
colleges,  and  universities,  qualifying  under  Article  36,  fall  within  this 
exemption.  The  same  is  true  of  any  organization  whose  dominant 
purpose  is  the  education  of  its  members  or  of  other  persons.  Educa- 
tion here  includes  musical  education.  It  also  includes  physical  educa- 
tion, so  any  organization,  devoted  to  physical  education  pure  and  sim- 
ple, and  complying  with  Article  36,  is  educational  within  the  meaning 
of  the  Act;  but  if  the  element  of  sport  enters  into  its  purposes  then  it 
cannot  be  considered  exempt  as  an  educational  society  or  organiza- 
tion. Admissions,  or  excess  charges,  are  not  exempt  merely  because 
the  proceeds  are  to  be  used  for  an  educational  purpose — the  character 
of  the  organization  to  which  they  will  inure  is  the  test,  not  the  purpose 
merely.  Admissions,  or  excess  charges,  to  contests  or  entertainments 
are  exempt  from  tax  where  the  proceeds  are  to  be  expended  for  athletic 
or  other  school,  college,  or  university  purposes  by,  or  under  the  direct 
supervision  of,  the  authorities  of  a school,  college,  or  university  which 
qualifies  under  Article  36.1 

6840  Examples. — (1)  Admissions  charged  to  a football  game  where 
the  net  proceeds  are  expended  for  athletic  purposes  under  the 

direct  supervision  of  the  faculty  of  a college  (neither  organized  nor 
operated  for  profit)  are  exempt  from  tax. 

6841  (2)  Admissions  to  a college  baseball  game  the  proceeds  of 
which  inure  to  a students’  athletic  association  to  be  spent  in 

their  discretion,  without  any  college  supervision,  for  the  support  of 
athletic  teams  or  other  interests  of  the  members  of  the  association,  are 
taxable. 

6842  (3)  A private  school  run  for  the  profit  of  its  proprietors  (in 
other  words,  not  qualifying  under  condition  3 of  Article  36) 

is  not  an  educational  institution,  society,  or  organization  within  the 
meaning  of  the  Act. 

‘For  method  of  securing  exemption,  see  Article  4?. 
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6843  (4)  A music-festival  association  is  organized  and  operates  in 
a city  with  the  purpose  of  educating  the  community  up  to 

good  music  and  cultivating  its  musical  taste.  It  also  complies  with 
conditions  1 and  3 of  Article  36.  This  association  is  an  educational 
organization  within  the  meaning  of  the  Act.  Admissions,  therefore, 
to  a music  festival  given  by  it  are  exempt  from  tax. 

6844  (5)  Where  an  association  maintaining  a zoological  park  is'  a 
corporation  not  for  profit,  whose  purpose  is  to  exhibit  animals 

and  give  instruction  in  connection  therewith,  admissions  to  the  park 
are  exempt  from  tax  because  they  inure  to  an  educational  institution. 

6845  (6)  Where  the  pupils  in  a certain  room  in  a certain  school 
form  an  organization  for  pleasure  and  social  purposes  and 

give  an  entertainment,  the  proceeds  of  which  are  to  be  used  to  give  a 
picnic,  the  admissions  thereto  are  taxable,  for  such  organization  is  not 
educational. 

6846  (7)  Admissions  to  an  entertainment  given  by  a college  fra- 
ternity for  its  benefit  are  taxable,  for  such  a fraternity  is  not 

educational  within  the  meaning  of  the  Act. 

6847  (8)  The  captain  of  a high-school  cadet  company  gives  a dance 
for  his  company,  issuing  tickets  at  $1.50'  each.  The  net  pro- 
ceeds, if  any,  are  to  be  expended  entirely  for  the  personal  benefit  of 
the  members  of  the  company.  In  this  case  the  admissions  are  taxable. 

6848  (9)  Admissions  charged  to  an  illustrated  lecture,  educational 
in  character,  where  the  net  proceeds  go  to  the  lecturer,  wteis 

neither  in  the  military  nor  naval  forces  of  the  United  States,"  are  tax- 
able. 

6849  (io)  A Young  Men’s  Christian  Association  or  Young  Men’s 
Hebrew  Association  is  an  educational  organization  within  the 

meaning  of  the  Act. 

6850  (ii)  A certain  college  alumni  association  gives  an  entertain- 
ment to  raise  money  for  a scholarship  fund.  This  fund  is  used 

to  provide  scholarships  of  $600  a year.  This  $600  is  paid  in  each  case 
to  some  worthy  young  man  to  be  used  by  him  in  paying  his  living 
expenses  and  tuition  at  the  college  of  which  the  members  of  the  asso- 
ciation are  graduates.  Admissions  to  such  an  entertainment  are  tax- 
able, as  the  proceeds  inure  directly  to  the  personal  benefit  of  the  young 
men  holding  the  scholarships. 

C851  (12)  The  activities  of  a social  settlement,  incorporated  “not 

for  profit,”  consist  chiefly  of  classes  in  English,  mathematics, 
modern  languages,  manual  training,  sewing,  cooking,  etc.  Entertain- 
ments are  held  from  time  to  time  to  raise  money  to  help  carry  on  these 
activities.  Admissions  to  such  entertainments  are  exempt  from  tax, 
for  the  settlement  is  clearly  educational  within  the  meaning  of  the  Act. 

(13)  A certain  class  in  a county  high  school  gives  an  enter- 
tainment of  which  the  net  proceeds  are  to  be  used  to  buy  a 
victrola  to  be  given  to  the  school.  In  this  case,  if  the  principal  of  the 
school  has  joined,  on  behalf  of  the  school,  in  an  affidavit  for  exemp- 
tion, a certificate  of  exemption  can  be  secured  which  makes  the  admis- 
sions exempt  from  tax.  If,  however,  the  victrola  was  to  become  the 
property  of  the  class,  to  be  removed  from  the  school  on  its  graduation; 
the  exemption  would  not  apply. 
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G8&3  Art.  39.  Charitable  organizations. — Admissions,  or  excess  f 
charges,  all  the  proceeds  of  which  (after  payment  of  reason- 
able expenses)  inure  exclusively  to  the  benefit  of  charitable  institu- 
tions, societies,  or  organizations  are  exempt  from  tax.  An  organiza- 
tion which  gives  assistance  to  its  members  and  their  dependents  only 
is  not  a charitable  organization  within  the  meaning  of  the  Act.1 

6854  Examples. — (1)  Where  the  chief  purpose  of  a fraternal  or- 

ganization, operating  under  the  lodge  system,  is  to  give  assist-  f 

ance  to  its  worthy  and  indigent  members  and  their  dependents,  it  is 
not  a charitable  organization  within  the  meaning  of  the  Act,  for  aid 
limited  to  its  own  members  and  their  dependents  is  not  charitable 
within  the  meaning  of  the  Act. 

6855  (2)  A fraternal  organization  not  qualifying  as  exempt  under 

the  provisions  of  the  Act  gives  an  entertainment  and  dis- 
tributes the  proceeds  to  certain  deserving  poor  people  whose  names  it  f 

has  obtained  from  the  Associated  Charities.  In  this  case  the  admis- 
sions are  taxable,  for  the  proceeds  do  not  inure  to  a charitable  organ- 
ization. If,  however,  the  net  proceeds  had  been  turned  over  to  the 
Associated  Charities  to  be  distributed  by  it  in  aid  of  the  poor,  the 
admissions  would  have  been  exempt  from  tax. 

6856  (3)  An.  association  organized  and  operated  for  the  relief  of 

war-stricken  people  abroad,  and  also  complying  with  condi- 
tions 1 and  3 of  Article  36,  gives  an  entertainment  and  uses  the  pro- 
ceeds in  furtherance  of  its  work.  Admissions  to  this  entertainment 
are  exempt  from  tax,  for  it  is  a charitable  organization  within  the 
meaning  of  the  Act.  ( 

6857  (4)  A relief  association,  organized  by  the  police  of  a certain 
city  for  the  benefit  of  themselves  and  their  dependents,  gives 

a baseball  game  and  turns  the  proceeds  into  its  treasury  to  be  used  to 
further  its  purposes.  As  its  relief  is  limited  to  its  members  and  depend- 
ents, the  admissions  to  the  game  are  taxable. 

6858  Art.  40.  Symphony  orchestra  organizations. — -Admissions,  or 
excess  charges,  all  the  proceeds  of  which  (after  payment  of 

reasonable  expenses)  inure  exclusively  to  the  benefit  of  an  organiza- 
tion conducted  for  the  sole  purpose  of  maintaining  a symphony  orches- 
tra and  receiving  substantial  support  from  voluntary  contributions, 
none  of  the  profits  of  which  are  distributed  to  members  of  such  organ- 
ization, are  exempt  from  tax.  The  name  by  which  an  organized  group 
of  musicians  is  called  is  not  the  test  of  whether  or  not  such  group  is 
a symphony  orchestra.  To  be  a symphony  orchestra  it  must  have  a 
personnel  of  sufficient  size,  quality,  and  ability  to  capably  render  sym- 
phonies, and  must  make  them  a regular  part  of  its  program.  Bands 
and  ordinary  orchestras  are  clearly  not  included  in  the  exemption.1  ^ 

8859  Art.  41.  Soldiers  and  sailors. — Admissions,  or  excess  charges, 
all  the  proceeds  of  which  (after  payment  of  reasonable  ex- 
penses) inure  exclusively  to  the  benefit  of  a person  or  persons  in  the 
military  or  naval  forces  of  the  United  States  are  exempt  from  tax. 
Soldiers  and  sailors,  of  course,  constitute  the  chief  classes  of  persons 
covered  by  this  exemption,  but  it  also  includes  nurses,  male  or  female,  - 

* por  method  of  securing  exemption,  see  Article  47. 
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and  other  members  of  such  military  or  naval  forces  not  ordinarily  in- 
cluded within  the  term  “soldiers  and  sailors.”  It  does  not  include 
persons  formerly  in  service  but  now  discharged,  though  it  does  include 
persons  in  the  reserve.  It  applies  equally  whether  the  proceeds  inure 
exclusively  to  the  benefit  of  a single  person  or  of  many  persons  (within 
the  exempt  class).1 

6860  Art.  42.  Admissions  charged  by  State  or  municipality  not 
exempt. — The  fact  that  the  authority  charging  admissions,  or 

receiving  the  exclusive  proceeds  thereof,  is  one  of  the  United  States, 
or  a political  subdivision  thereof,  or  a municipality,  or  a State  or 
municipal  institution  does  not  make  such  admissions  exempt  from  tax. 
Unless  exempt  on  some  other  ground  such  admissions  are  taxable.  For, 
as  the  Revenue  Act  of  1918  provides  no  exemption  for  such  cases,  the 
only  basis  for  such  an  exemption  of  admissions  charged  by  public 
authorities  would  be  the  unconstitutionality  of  legislation  taxing  a 
State  or  its  governmental  functions.  The  taxes  imposed  by  section 
800  (a)  (1),  (2),  (5),  and  (6),  however,  are  imposed  on  the  individuals 
paying  for  admission,  being  admitted,  or  having  the  right  to  the  use 
of  a box  or  seat,  respectively.  These  taxes  can  not  be  passed  on  by 
such  individuals  to  the  authority  charging  admissions  to  the  place,  nor 
can  these  taxes  in  any  other  way  directly  reduce  the  proceeds  of  such 
admissions.  As  the  taxes  are  not  imposed  on,  and  do  not  directly  reduce 
the  proceeds  inuring  to,  the  authority  charging  admissions,  where  a 
State  happens  to  be  that  authority,  they  are  not  taxes  on  a State.  There 
can  be,  therefore,  no  exemption  on  that  ground. 

6861  Art.  43.  Admissions  charged  by  United  States  not  exempt. — 
The  fact  that  the  authority  charging  admissions  or  receiving 

the  exclusive  proceeds  thereof  is  the  United  States  or  an  agency  thereof 
does  not  make  such  admissions  exempt  from  taix.  Unless  exempt  on 
some  other  ground  such  admissions  are  taxable.  For  the  Revenue  Act 
of  1918  provides  no  express  exemption  for  the  United  States  or  its 
agencies,  and  the  only  basis  for  an  implied  exemption  would  be  the 
view  that  the  Act  ought  to  be  interpreted  in. such  a way  as  not  to 
impose  a tax  on  the  Government  itself.  But,  as  clearly  appears  in 
Article  42,  the  taxes  imposed  by  section  800  of  the  Act  are,  in  such 
cases,  imposed  on  the  individuals  and  not  on  the  Government  or  its 
agency. 

AGRICULTURAL  FAIRS. 

6862  Art.  44.  Basis  of  exemption. — In  considering  exemptions 

6507  with  regard  to  agricultural  fairs  we  are  only  concerned  with 

the  Taxes  on  Admissions,  for  the  Taxes  on  Charges  in  Excess  of 
Established  Price  do  not  apply  to  agricultural  fairs  (see  Article  31). 
Admissions  to  agricultural  fairs,  none  of  the  profits  of  which  are  dis- 
tributed to  stockholders  or  members  of  the  association  conducting  the 
same,  are  exempt  from  any  tax  under  section  800  (a).  In  this  case 
the  exemption  is  based  solely  on  the  facts  (1)  that  the  admissions  are 
to  an  agricultural  fair,  and  (2)  that  the  fair  is  not  run  for  profit. 
No  requirement  is  made  (as  is  done  in  the  case  of  the  other  exemp- 
tions) that  the  proceeds  of  the  admissions  must  inure  exclusively  to  a 

*For  method  of  securing  exemption,  see  Article  47. 
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certain  type  of  organization  or  individual.  In  the  case  of  admissions 
to  an  agricultural  fair  the  proceeds  may  go  anywhere,  without  affect- 
ing the  exemption  from  taxation,  provided  they  are  not  distributed  to 
the  stockholders  or  members  of  the  fair  association.  As  such  distribu- 
tion can  rarely  if  ever  take  place  in  the  case  of  agricultural  fairs  which 
are  organized  by  a State,  county,  or  city,  admissions  to  agricultural 
fairs  so  organized  will  ordinarily  be  exempt  from  tax. 

68C3  Art.  45.  Meaning  of  “agricultural  fairs.” — The  term  “agricul- 
tural fairs”  includes  in  general  all  exhibitions  of  farm  produce, 
live  stock,  poultry,  flowers,  or  the  like,  held  for  the  promotion  of  agri- 
culture (which  includes  horticulture).  It  includes  within  its  meaning 
any  exhibition  of  animals,  of  a species  whose  chief  utility  is  in  con- 
nection with  agriculture,  held  by  an  association  organized  to  improve 
that  species  of  animal  and  to  disseminate  knowledge  concerning  its 
breeding.  But  exhibitions  of  prepared  or  preserved  foods  or  food 
products  only,  as  distinguished  from  live  stock  and  farm  and  garden 
produce,  are  not  “agricultural  fairs.” 

6864  Examples. — (1)  A retail  grocers’  association  gives  a food  show 
lasting  a week  in  a large  hall  in  a city.  The  raw  food  products, 

the  processes  of  manufacture,  the  finished  food  products,  and  the  foods 
prepared  for  the  table  are  all  exhibited.  Such  an  exhibition  is  not  an 
agricultural  fair  within  the  meaning  of  the  Act.1 

6865  (2)  A horse  show  held  in  a large  city,  where  most  of  the 
horses  exhibited  are  fancy  riding  and  driving  horses  and  the 

show  is  largely  a social  event,  is  not  an  agricultural  fair  within  the 
meaning  of  the  Act. 

6866  (3)  A horse  fair  held  by  a society  organized  to  improve  the 
quality  of  farm  animals,  the  animals  exhibited  being  chiefly 

of  that  class,  is  an  agricultural  fair  within  the  meaning  of  the  Act. 

6867  (4)  A certain  dog  fanciers’  association  gives  a dog  show  in  a 
city.  A large  majority  of  the  dogs  exhibited  belong  to  fancy 

and  house  varieties.  Such  a show  is  not  an  agricultural  fair  within 
the  meaning  of  the  Act. 

6868  (5)  A poultry  fanciers’  association  gives  a poultry  show,  which 
is  held  with  a particular  view  to  teaching  poultry  farmers  how 

to  secure  the  largest  possible  number  of  eggs.  Such  a show  is  an  agri- 
cultural fair  within  the  meaning  of  the  Act. 

6869  Art.  46.  Meaning  of  “admissions  to  agricultural  fairs.” — The 
term  “admissions  to  agricultural  fairs”  includes  admissions  to 

the  . fair  grounds  as  a whole  and  to  any  separate  enclosure  containing 
customary  fair  features  conducted  by  the  fair  association  itself,  and  also 
the  use  of  seats  (see  Article  8)  controlled  by  such  association  in  either 
such  main  fair  grounds  or  such  enclosure.  The  term  does  not  include 
admissions  to  any  place,  even  though  within  the  fair  grounds  itself, 
arid  even  though  conducted  by  the  fair  association  itself,  unless  the 
place  constitutes  a customary  feature  of  an  agricultural  fair.  Admis- 
sions to  places  not  conducted  by  the  fair  association  itself,  whether 
conducted  with  its  consent  or  even  under  a contract  with  it  or  not, 
are  not  included  within  the  meaning  of  the  term;  Nor  does  the  term 
include  admissions  to  race  meets  or  other  entertainments  conducted  by 

1 See  examples  2 and  3 under  Article  46. 
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a fair  association  on  its  grounds  or  elsewhere  at  a time  when  no  agri- 
cultural fair  is  in  progress. 

6870  Examples. — (1)  An  agricultural  fair  association  contracts  with 
a wild-animal  show  for  an  exhibition  of  the  animals  to  take 

place  at  the  fair  grounds  every  day  during  the  duration  of  an  agricul- 
tural fair  given  by  the  association.  The  contract  provides  that  a cer- 
tain per  cent,  of  the  gross  income  is  to  go  to  the  fair  association.  Admis- 
sions to  such  an  exhibition,  even  though  held  in  the  fair  grounds,  are 
not  “admissions  to  agricultural  fairs”  and  are  therefore  not  exempt 
on  that  ground. 

6871  (2)  A large  manufacturer  of  breakfast  foods  has  an  exhibit  of 
his  foods  and  processes  of  manufacture  inside  an  agricultural 

fair  grounds  during  the  progress  of  a fair.  Admissions  charged  to  such 
an  exhibition  are  not  included  within  this  exemption.1 

6872  (3)  An  agricultural  fair  conducts  in  the  fair  grounds  during 
fair  week  under  its  own  management  as  a part  of  the  fair 

itself  an  exhibition  and  demonstration  of  foods  and  food  preparation. 
Admissions  to  such  an  exhibition  are  “admissions  to  agricultural  fairs” 
and  are  exempt  as  such.2 

6873  (4)  An  agricultural  fair  conducts  during  fair  week  in  an  en- 
closure in  the  fair  grounds  an  exhibition  of  pedigreed  sheep. 

Admissions  to  such  enclosure  are  “admissions  to  agricultural  fairs” 
and  are  exempt  as  such. 

METHOD  OF  SECURING  EXEMPTION. 

6874  Art.  47.  Affidavit  claiming  exemption  and  certificate  of  ex- 
emption.— The  benefit  of  an  exemption  3 from  Taxes  on  Ad- 
missions 4 or  Taxes  on  Charges  in  Excess  of  Established  Price  5 can 
only  be  secured  by  executing  and  filing  an  affidavit,  on  Form  755 
(Revised),6  claiming  such  exemption  with  regard  to  admissions  to  a 
stated  place  for  one  or  more  stated  occasions.  This  affidavit  must  in 
every  case  be  executed  by  an  officer  or  duly  authorized  agent  of  the 
organization  (or  by  the  individual  or  one  of  the  individuals)  in  con- 
trol of  the  admissions  or  excess  charges  in  question.  Where  the  claim 
for  exemption  is  based  on  the  character  of  another  organization  (or 
another  individual  or  other  individuals)  not  in  such  control,  then  an 
officer  or  duly  authorized  agent  of  such  other  organization  (or  such 
other  individual  or  one  of  such  other  individuals)  must  join  in  the 
making  of  the  claim,  as  indicated  on  Form  755  (Revised).  In  the 
particular  case  where  the  claim  is  based  on  the  character  of  a school, 
college,  or  university,  the  president  or  other  executive  officer  (not  a 
mere  teacher  or  professor)  must  be  the  person  to  represent  it  in  the 
making  of  the  claim.  In  every  case  where  the  character  of  an  organ- 
ization is  concerned,  a statement  of  its  disbursements  for  the  preceding 
year  must  be  attached  to  the  affidavit  and  filed  along  with  it.  This 

1 See  example  3 below  and  example  1 under  Article  45. 

* See  example  2 above  and  example  1 under  Article  45. 

* See  Articles  32-46. 

4 See  Articles  4-28. 

* See  Articles  29-31. 

*To  be  obtained  from  any  collector  of  internal  revenue,  or,  if  the  place  is  leased 
for  one  or  more  particular  occasions  (see  Article  64),  from  the  lessor. 
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affidavit  must  be  filed  with  that  collector  of  internal  revenue  with  whom 
an  application  for  registry  would  be  filed  if  a certificate  of  registry 
were  desired  instead  of  a certificate  of  exemption.  (See  Article  59.) 
It  should  be  filed  a considerable  length  of  time  prior  to  any  occasion 
for  which  exemption  is  desired.  Unless  such  affidavit  be  filed  long 
enough  before  any  such  occasion  to  permit  a full  advance  investigation 
of  the  circumstances  and  the  making  of  a decision  based  thereon  and 
unless  such  decision  is  in  favor  of  the  claim,  all  the  applicable  require- 
ments of  the  Act  and  of  these  regulations  must  be  complied  with,  in 
connection  with  such  occasion,  and  whoever  is  in  control  of  admissions 
or  whoever  sells  tickets  or  cards  of  admission  at  an  excess  charge  will 
be  held  responsible  for  the  payment  of  all  taxes  due  in  case  the  claim 
for  exemption  is  not  allowed.  If  the  claim  for  exemption  is  allowed 
the  collector  will  send  to  the  person  filing  the  claim  a certificate  of 
exemption  on  Form  755A  (Revised).  If  the  claim  for  exemption  is 
disallowed  notice  of  that  fact  will  be  given  on  the  same  form. 

6875  Examples. — (1)  A certain  social  club  gives  an  entertainment 
at  which  moving  pictures  are  exhibited  and  charges  $1  for 

admission.  It  contends  that  admissions  to  this  entertainment  are 
exempt  from  tax  on  the  ground  that  the  net  proceeds  are  to  be  given 
to  the  local  chapter  of  the  Red  Cross.  In  such  case  no  claim  for  exemp- 
tion can  be  considered  unless  the  affidavit  claiming  such  exemption  is 
joined  in,  on  behalf  of  the  Red  Cross  chapter,  by  one  of  its  officers. 

6876  (2)  A football  game  is  to  take  place  at  a certain  college 
between  its  team  and  that  of  a rival  college.  In  this  case, 

if  an  exemption  certificate  is  sought,  the  president  of  the  college  where 
the  game  is  to  be  held  must  execute  the  affidavit  for  exemption.  If 
the  proceeds  are  to  be  divided  then  the  president  of  the  rival  college 
must  join  in  the  affidavit.  See  also  example  1,  Article  35. 

6877  (3)  The  pupils  in  a certain  room  in  a certain  school  give  an 
entertainment  the  proceeds  of  which  are  to  be  used  in  buying 

a victrola  to  be  given  to  the  school.  In  this  case,  if  it  is  desired  to 
claim  that  the  proceeds  are  exempt,  the  principal  of  the  school  must, 
on  its  behalf,  join  in  the  affidavit  for  exemption. 

6878  (4)  A certain  lodge  gives  a benefit  for  a company  of  United 
States  soldiers.  In  this  case  the  claim  for  exemption  on  Form 

755  (Revised)  must  be  executed  by  an  officer  of  the  lodge  and  joined 
in  by  an  officer  or  other  duly  authorized  member  of  the  company  of 
soldiers. 

TICKETS  AND  SIGNS. 

6879  Art.  48.  Necessity  for  tickets — Separate  or  separable  tickets. 
In  the  case  of  every  place  admission  to  which  1 is  subject  to 

tax,  the  proprietor  or  manager  must  provide  a ticket  or  card  of  admis- 
sion to  evidence  every  right  to  admission,2  whether  paid  or  free,  which 
is  subject  to  tax.  In  the  first  instance,  a single  ticket  or  card  (in  the 
form,  for  example,  of  a season  ticket  or  pass)  may  represent  more 
than  one  right  to  a taxable  admission.  But  before  being  enjoyed  each 

1 For  meaning  of  “admission  to  any  place”  see  Articles  5-16. 

*This  includes  reservation  of  table  at  cabaret.  See  example  2,  Article  27.  It 
also  includes  reservation  of  box  seat  at  baseball  park.  See  examples  2,  4,  and  5, 
Article  25. 
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such  right  to  admission  must  be  evidenced  by  a distinct  ticket  or  card 
(see  Article  54).  It  may  be  printed  on  the  same  piece  of  card  or 
paper  with  other  tickets  or  cards,  but  in  such  case  it  must  be  capable 
of  being  detached,  and  when  detached  must  evidence  a single  admis- 
sion. In  other  words,  any  ticket  or  card  which  is  issued  to  evidence 
more  than  one  taxable  admission  must,  to  entitle  the  holder  to  such 
admission,  be  separable  into  as  many  units  as  there  are  admissions 
(and  each  unit  or  ticket  must  comply  with  the  provisions  of  Articles 
50-51,  and  of  52  when  applicable).  This  is  an  administrative  necessity 
for  the  proper  enforcement  of  the  taxes  imposed  by  the  Act.  For  the 
same  reason,  a separate  or  separable  ticket  or  card  of  admission  must 
be  likewise  provided1  in  due  course  by  the  proprietor  or  manager  of 
any  opera  house  or  other  place  of  amusement,  in  which  a person  has 
the  permanent  use  or  a lease  for  the  use  of  a box  or  seat,  to  evidence 
every  right  of  such  person  to  use  such  box  or  seat.  Such  tickets  or 
cards  of  admission  will  be  absolutely  required  in  all  cases  falling  within 
the  above,  except  that  in  the  case  of  a person  or  organization  which 
only  makes  charges  for  admission  irregularly  and  occasionally  and  not 
more  than  four  times  a year,  no  tickets  or  cards  need  be  provided  at 
all,  if  a correct  record  be  kept  in  accordance  with  Article  61,  giving  all 
information  necessary  to  enable  internal  revenue  officers  to  determine 
the  amount  of  tax  due. 

6880  Art.  49.  Printing  of  tickets — Notice  to  be  given. — Where 
tickets  or  cards  of  admission  to  any  place  for  admission  to 

which  a charge  is  made2  are  printed,  manufactured,  or  sold  by  any 
person,  it  shall  be  the  duty  of  that  person  to  give  prompt  notice  to  the 
collector  of  internal  revenue  of  the  district  in  which  is  located  the  place 
to  which  admission  is  to  be  charged.  Such  notice  shall  state  (1)  the 
name  and  address  of  the  person  to  whom  the  tickets  are  furnished  and 
(2)  the  number  of  tickets  furnished,3  and  shall  be  accompanied  by 
proofs  or  sample  copies  of  the  tickets  themselves.4  If  the  tickets  are 
serially  numbered,  the  notice  must  also  contain  a statement  as  to  such 
serial  numbers. 

6881  Art.  50.  Printing  of  tickets — Name  of  place  and  serial  num- 
bers.— For  the  proper  administration  of  the  provisions  of  the 

Act  there  must  appear,  on  every  ticket  or  card  of  admission  to  any 
place  admission  to  which  is  subject  to  tax,  the  name  of  such  place. 
Furthermore,  every  such  ticket  or  card,  except  permanent  tickets  or 
cards  for  repeated  performances  or  such  detached  tickets  as  are  valid 
only  on  the  date  printed  thereon,  must  be  serially  numbered  or  must 
be  vended  from  a machine  or  device  recording  automatically  the  sum 
total  of  the  selling  price  of  all  tickets  sold.  Where  such  tickets  or  cards 
are  serially  numbered  there  must  be  a separate  and  distinct  series  for 

1 Except  in  cases  which  are  exempted  under  the  exemption  provisions  of  the 
Act.  See  Articles  32-47. 

3 For  meaning  of  “amount  paid  for  admission  to  any  place”  (which  will  throw  much 
light  on  the  meaning  of  “place  for  admission  to  which  a charge  is  made”),  see 
Articles  5-16. 

8 If  dated,  the  number  for  each  date. 

4 Where  tickets  vary  from  each  other  only  by  a number  or  letter,  or  both,  indi- 
cating the  particular  seat  for  which  issued,  or  only  by  the  date,  one  sample  of  such 
tickets  will  be  enough;  but  where  they  vary  in  price,  one  sample  of  each  price  should 
be  furnished. 
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each  established  price,  for  each  reduced-rate  price  granted  to  members 
of  the  favored  classes  mentioned  in  Article  18,  and  an  additional  series 
for  free  admissions.  The  numbers  in  each  series  must  start  with  1 
and  run  continuously  in  regular  order  until  500,000  is  reached,  after 
which  they  may  start  again  at  1 if  so  desired.  But  whenever  the  serial 
numbers  start  again  with  1 a letter  of  the  alphabet  must  precede  or 
follow  the  serial  number  to  distinguish  that  series  from  the  preceding 
series,  and  such  letters  must  be  used  in  turn  until  the  alphabet  is 
exhausted  before  starting  again  at  the  letter  A.  (See  Article  53.) 
Moreover,  the  proprietor  or  manager  of  no  place  to  which  admission  is 
charged  shall  have,  or  permit  to  be,  at  such  place  at  the  same  time  two 
or  more  rolls  or  series  of  tickets  of  the  same  established  price  or  char- 
acter of  admission  bearing  identical  serial  numbers  which  are  not  so 
distinguished  by  different  letters  of  the  alphabet. 

SECTION  800  (d)  OF  REVENUE  ACT  OF  1918. 

6883  Art.  51.  Printing  or  marking  of  tickets — Established  price, 

6509  sale  price,  tax  paid,  and  name  of  seller. — These  provisions  of 

the  Act  and  due  administration  of  other  provisions  require 
that  there  must  be  conspicuously  and  indelibly  printed,  stamped,  or 
written  on  such  part  of  every  ticket  or  card  of  admission,  whether  paid 
or  free,1  as  is  not  already  covered  with  printing  or  writing  and  as  is 
taken  up  by  the  management  of  the  place  upon  the  admission  of  the 
person  admitted,  the  following:  (1)  In  case  of  every  such  ticket  or 
card,  on  the  face*  of  such  ticket,  the  established  price  of  the  admis- 
sion for  which  it  is  valid,  the  admission  tax  to  be  paid  2 based  on  that 
established  price,  and  the  total  of  such  price  and  tax,  in  the  following 
or  an  equivalent  form : 

Established  price 

Tax  paid3 

Total8 

(2)  whenever  such  a ticket  or  card  is  sold  at  a price  other  than  its 
established  price,  then,  in  addition,  on  the  back  of  such  ticket,  the 
actual  sale  price,  the  admission  tax  paid,2  and  the  total  of  such  price 

1 Except  a ticket  or  card  of  admission  to  be  issued  free  which  does  not  directly 
entitle  the  holder  to  admission  but  merely  entitles  him  to  secure  another  ticket  or 
card  which  does  entitle  to  admission.  This  exception  includes  such  a ticket  or  card 
issued  free  to  evidence  a right  to  the  permanent  use  of  a box  or  seat. 

2 No  ticket  can  be  sold,  nor  can  any  ticket  directly  entitling  to  a taxable  admission 
be  issued  free,  unless  the  tax  be  actually  paid.  See  note  1 above  and  Articles  53 
and  57. 

3 In  cases  where  by  reason  of  exemption  or  otherwise  there  is  no  tax  the  items 
“Tax  paid”  and  “Total”  can  be  omitted,  but  in  such  cases  “Tax  free”  or  an  equivalent 
phrase  must  appear  instead. 

* In  the  case  of  strip  tickets,  the  back  may  be  used  if  desired. 
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and  tax,1  in  the  following  or  an  equivalent  form: 

Sale  price 

Tax  paid8 


Total3 


(3)  whenever  an  admission  ticket  or  card  is  sold  at  a place  other  than 
the  ticket  office  of  the  theater  or  other  place  for  admission  to  which  it 
is  valid,  then,  in  addition,  on  the  back  of  such  ticket,  the  name  and 
address  of  the  seller. 

6883  Examples.— (1)  A certain  theater  has  a regular  charge  of  $2 
for  orchestra  seats.  It  prints  the  following  on  the  face  of 
that  part  of  the  ticket  which  is  taken  up  by  the  theater  upon  the  admis- 
sion of  the  ticket  holder: 


Established  price $2.00 

Tax  paid 20 


Total $2.20 

Two  hundred  of  these  tickets  are  sold  by  the  theater  to  a certain 
broker.  On  selling  these  tickets  he  stamps  with  a rubber  stamp  on 
the  back  of  the  same  part  of  the  ticket  the  following: 

Sale  price $2.50 

This  ticket  sold  by  Tax  paid 25 

Jones  & Co.,  - 

27  West  St.,  New  York  City.  Total $2.75 

In  this  case,  if  this  printing  and  stamping  is  conspicuously  done,  it 
complies  with  the  provisions  of  Article  51. 

6884  (2)  George  Nelson  purchases  from  Jones  & Co.  one  of  the 

tickets  mentioned  in  the  preceding  example  and  finding  that 
he  is  unable  to  attend  the  performance  he  resells  this  ticket  to  a friend 
for  the  same  amount  which  he  paid  for  it.  When  selling  the  ticket 
George  Nelson  draws  two  lines  in  the  form  of  a cross  through  the 
iefthand  portion  of  what  the  broker  had  stamped  on  the  back  of  the 
ticket  and  adds  his  name  and  address,  leaving  the  inscription  on  the 
back  of  the  ticket  as  follows: 

Sale  price $2.  50  Sold  by  Geo.  Nelson, 

Tax  paid . 25  10  East  129th  St., 

New  York  City. 

Total $2.  75 

This  complies  with  the  provisions  of  Article  51.  Note  that  George 
Nelson  must  pay  an  excess-charge  tax  on  this  sale  of  the  ticket  to 
his  friend.  See  Article  30. 


Uf  such  a ticket  or  card  is  sold  more  than  once  at  a price  other  than  the  estab- 
lished price  then,  if  the  last  sale  price  and  tax  paid  are  the  same  as  the  preceding 
sale  price  and  tax  paid,  the  preceding  endorsement  should  be  left  untouched  and 
no  additional  endorsement  of  sale  price  and  tax  paid  should  be  made  (but  of  course 
the  name  of  each  seller  must  appear).  If,  however,  the  sale  price  or  tax  paid  is 
different  from  the  preceding  sale  price  or  tax  paid  then  a simple  cross  should  be 
made  over  the  preceding  sale  price  and  tax  paid  (which  must  in  no  case  be  erased 
or  otherwise  rendered  illegible  1)  and  the  new  sale  price,  tax  paid,  and  total  must 
be  endorsed  on  such  ticket  or  card.  See  example  2,  1F6884. 

2 Although  only  the  balance  of  admission  tax  due  need  be  collected  in  case  of 
a resale  at  an  advance  in  price  (see  note  2 on  page  1400C),  the  amount  to  be  inserted 
here  as  “Tax  paid”  is  the  whole  admission  tax,  based  on  the  price  received  on  that 
resale. 

* See  note  3,  on  page  1398. 
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0885  (3)  a certain  theater  whose  established  prices  are  not  the 

same  for  all  attractions  desires  to  print  its  tickets  for  the 
whole  year  in  advance.  To  comply  with  the  provisions  of  Article  51 
and  yet  make  it  possible  to  change  the  established  price  for  various 
attractions  it  has  tickets  printed  in  the  following  form : 


AMERICAN  THEATRE 

The  established  price  f ix  paid  and  total  are  as  indicated  by  punch  below 
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Tickets  so  printed,  if  properly  punched  in  advance  of  the  opening  of 
any  sale  or  distribution  of  tickets  for  the  performance  for  which  they 
are  issued  (see  Article  17),  will  fully  comply  with  the  requirements  of 
Article  51,  as  well  as  with  those  of  Articles  48  and  50. 

0886  (4)  Certain  society  women  form  an  organization  for  the  sole 
purpose  of  giving  a single  ball  the  net  proceeds  from  which 

are  to  be  given  to  a charity  hospital.  In  this  case,  if  it  is  decided  to 
use  tickets,  the  tickets  must  be  marked  with  the  “established  price” 
in  accordance  with  the  provisions  of  Article  51.  No  “tax  paid”  or 
“total”  need  be  printed  on  the  tickets,  however,  because  the  admis- 
sions are  clearly  exempt  from  tax,1  but  “tax  free”  or  its  equivalent 
must  appear  in  its  stead. 

0887  Art.  52.  Printing  or  marking  of  tickets — Reduced-rate  or  free 
admissions  of  favored  classes. — Where  any  ticket  or  card  of 

admission,  directly  or  indirectly  entitling  to  admission  to  any  place 
admission  to  which  is  subject  to  tax,  is  issued  for  an  amount  less  than 
the  established  price  of  the  admission  for  which  it  is  valid  or  is  issued 
free 2 to  a bona  fide  employee,3  municipal  officer  on  official  business,4 
person  in  the  military  or  naval  forces  of  the  United  States  when  in 
uniform,5  or  a child  under  12  years  of  age,  there  must  also  be  con- 
spicuously and  indelibly  printed,  stamped,  or  written,  on  the  face  of 
such  ticket  or  card,6  the  fact  that  such  ticket  or  card  is  good  only  for 
the  admission  of  a member  of  one  of  the  above  favored  classes  or  of 

1 When  admissions  exempt,  see  Articles  33  and  34 ; divided  proceeds,  see  example 
2,  Article  35. 

a In  case  of  a free  admission  to  a member  of  one  of  these  favored  classes  no 
ticket  at  all  need  be  issued  (see  Articles  48  and  54)  but  if  a ticket  is  issued  the  above 
requirements  must  be  complied  with. 

3 For  meaning  of  “bona  fide  employees,”  see  Article  21. 

4 For  meaning  of  “municipal  officers  on  official  business,”  see  Article  22. 

5 For  meaning  of  “persons  in  the  military  or  naval  forces  of  the  United  States 
when  in  uniform,”  see  Article  22. 

6 If  the  ticket  or  card  is  one  which  is  to  be  torn  when  used  and  only  a portion 
taken  up  by  the  management  of  the  place,  then  the  printing,  stamping,  or  writing 
required  by  this  article  must  be  on  such  part  of  the  ticket  or  card  as  is  taken  up 
by  such  management.  See  Article  54. 
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any  member  of  one  of  any  selected  number  of  such  favored  classes  (see 
also  Article  20),  in  one  of  the  following  forms  or  any  equivalent  form: 

(1)  “Good  only  for  admission  of  a U.  S.  soldier  in  uniform  or  of  a 

child  under  12.” 

(2)  “Good  only  for  admission  of  a U.  S.  sailor  in  uniform.” 

(3)  “Good  only  for  admission  of  a child  under  12.” 

6888  Art.  53.  Issuing  tickets. — No  ticket  or  card  of  admission  of 
any  kind,7  shall  be  delivered  in  pursuance  of  a sale  or  an 

agreement  to  sell 1 without  collecting  2 the  tax  imposed  on  such  admis- 
sion, nor  unless  such  ticket  or  card  complies  with  the  provisions  of 
Articles  50-51,  and  of  52  if  applicable:  No  ticket  or  card  of  admission 
which  of  itself  directly  entitles  the  holder  to  a taxable  admission  3 shall 
be  issued  free  without  collecting  2 the  tax  imposed  on  such  admission,4 
nor  unless  such  ticket  or  card  complies  with  the  provisions  of  Articles 
48  and  50-51.  In  the  case  of  serially  numbered  tickets,  the  tickets  in 
each  series  must  be  issued  consecutively  in  the  order  of  the  serial 
numbers,  and  the  letters  of  the  alphabet,  if  any,  of  that  particular  series 
(see  Article  50). 

6889  Art.  54.  No  taxable  admission  except  by  ticket. — No  person 

(except  a person  in  one  of  the  favored  classes  mentioned  in 
Article  52  being  admitted  free)  shall  be  admitted  to  any  place,5  admis- 
sion to  which  is  subject  to  tax,  except  on  presentation  of  a ticket  or 
card  of  admission  evidencing  separately  or  separably  that  particular 
right  to  admission  (see  Article  48)  and  complying  with  the  provisions 
of  Articles  50-51,  and  of  52  if  applicable,  unless  the  occasion  is  such 
that  Article  48  does  not  require  the  use  of  tickets  or  cards  of  admis- 
sion at  all.  In  every  case  the  ticket  or  card  so  presented  or  a portion 
thereof  must  be  taken  up,  at  the  time  of  admission,  by  the  manage- 
ment of  the  place.6  Under  ordinary  circumstances  the  tickets  or  cards 
or  portions  thereof  so  taken  up  need  not  be  preserved  by  the  manage- 
ment of  the  place,  but  from  time  to  time,  on  short  notice  from  a col- 
lector of  internal  revenue  or  a revenue  agent,  the  management  must 
carefully  preserve,  until  inspection  by  such  officer,  all  tickets  or  cards 
or  portions  thereof  taken  up  on  the  occasions  designated  in  such  notice. 

'Or  delivered  to  evidence  a purchased  right  to  the  permanent  use  of  a box  or  seat 
or  the  use  of  such  box  or  seat  under  a lease. 

2 See  Article  57. 

3 Which  includes,  of  course,  admission  to  a box  or  seat  of  which  a person  has 
the  permanent  use. 

4 See  Articles  24  and  25. 

5 For  meaning  of  “admission  to  any  place”  see  Articles  5-15. 

"Therefore,  no  one  (except  a member  of  one  of  the  favored  classes  mentioned  in 
Article  52  being  admitted  free)  can  be  admitted  to  any  place  admission  to  which  is 
subject  to  tax,  on  an  occasion  when  tickets  are  required  by  Article  48,  by  merely 
showing  a pass.  To  secure  admission  he  must  give  up  some  ticket  or  part  of  a ticket. 
In  other  words,  a ticket  or  pass  good  for  more  than  one  occasion  must  consist  of 
separate  tickets,  or  separable  tickets  one  to  be  detached  for  each  admission,  or  must 
entitle  the  holder  in  some  way  (by  showing  the  pass  at  the  box-office  or  otherwise) 
to  secure  a ticket,  good  for  that  occasion,  of  which  the  whole  or  a part  is  to  be 
given  up  at  the  door  on  being  admitted.  See  Article  48. 

1 Even  if  it  be  a ticket  or  card  which  does  not  directly  entitle  the  holder  to  ad- 
mission but  which  merely  entitles  him  to  secure  another  ticket  or  card  which  does. 
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G8J)(>  Art.  55.  Roof-garden  or  cabaret  bills  and  receipts. — The  pro- 
prietor of  every  roof  garden,  cabaret,  or  place  of  similar  enter- 
tainment, the  price  of  admission  to  a public  performance  for  profit  at 
which  is  wholly  or  in  part  included  in  the  price  paid  for  refreshment, 
service,  or  merchandise,  must  furnish  each  guest  upon  paying  his  bill 
for  refreshment,  service,  or  merchandise  with  a coupon  receipt  to  be 
detached  from  such  bill.  All  such  bills  shall  be  serially  numbered  and 
the  coupon  receipt  in  each  case  shall  be  numbered  the  same  as  its 
bill.  The  bill  and  coupon  receipt  shall  each  bear  in  indelible  figures 
the  total  amount  of  the  charge  for  refreshment,  etc.,  the  tax  thereon, 
which  on  the  receipt  shall  be  stated  as  “paid,”  and  the  sum  total  of 
such  charge  and  tax.  No  such  receipt  shall  be  delivered  except  on 
collecting  the  amount  of  the  tax  so  shown  on  such  receipt  as  “paid.” 
See  Article  57  and  note  2 on  page  HOOD. 

6891  Art.  56.  Signs  to  be  posted. — In  the  case  of  every  place,  ad- 
mission to  which  is  subject  to  tax,  the  proprietor  or  manager 

must  keep  conspicuously  posted  at  the  outer  entrance  and  near  the 
box  office  one  or  more  signs  accurately  stating  each  of  the  established 
prices  of  admission,  and  in  the  case  of  each  such  price  the  tax  due  and 
the  sum  total  of  the  established  price  and  the  tax. 

6892  Examples. — The  following  are  examples  of  such  signs: 

(1)  In  the  case  of  a “legitimate”  theater: 


Box  seats 

Admission. 

$2.00 

Tax. 

20c. 

Total. 

$2.20 

1st  10  rows  of  orchestra 

1.50 

15 

1.65 

Balance  of  orchestra 

1.00 

10 

1.10 

1st  4 rows  of  balcony 

.75 

8 

.83 

Balance  of  balcony 

.50 

5 

.55 

Gallery  

.25 

3 

.28 

(2)  In  the  case  of  a moving-picture  theater 
Orchestra. 

Admission  27c.  1 Admission  . 

Balcony 

. . . 13c. 

Tax  3 

| Tax  .. 

. . . . 2 

Total 30c.  j Total 15c. 


COLLECTION,  RETURN,  AND  PAYMENT  OF  TAX. 

Sec.  802 — |f  6511 
Sec.  502—jf5513 

115516-5517 
Sec.  903-1(4526-4527 
Sec.  1309-1(8012-8013 

6893  Art.  57.  Duty  to  collect,  return,  and  pay  tax — Taxes  on  Ad- 
6511  missions. — Every  individual,  corporation,  partnership,  or  asso- 

ciation (1)  receiving  any  taxable1  payment 2 for  admission 

1 Under  Section  800(a)  (1)  or  (2)  of  the  Act.  See  Articles  4,  18,  and  23. 

2 Of  course,  if  this  payment  is  for  several  admissions,  whether  for  one  occasion 
or  for  several  occasions  represented  by  a season  ticket,  subscription,  or  otherwise, 
the  tax  must  be  collected  on  each  of  the  admissions  represented  by  the  payment.  In 
such  case  the  tax  on  each  admission  must  be  computed  separately.  See  Articles  4, 
18,  and  23. 


WAR 


1400  B tax 


7-8-19. 


Reg.  43,  Rev. — Part  I.  Admissions. 

TAX  ON  ADMISSIONS  AND  DUES  REGULATIONS. 


must  collect  the  tax  from  the  person  making  such  payment  at  the  time  1 
such  payment  is  made  ;2  (2)  delivering  free  to  any  person  a ticket  or 
card  directly  entitling  the  holder  to  admission  to  any  place  when  such 
admission  is  taxable  3 must  collect  the  tax  from  the  person  so  receiving 
such  ticket  or  card  at  the  time  of  such  delivery;4  (3)  admitting  any 
person  free  to  any  place  in  any  case  where  no  ticket  or  card  of  admis- 
sion is  used  (see  Article  48)  when  such  admission  is  taxable  3 must  col- 
lect the  tax  from  the  person  so  admitted  at  the  time  of  such  admission ; 
(4)  being  the  proprietor  or  manager  of  an  opera  house  or  any  other 
place  of  amusement  in  a case  where  any  person  has  the  permanent 
use  or  a lease  for  the  use  of  a box  or  seat  therein  which  is  subject  to 
tax 5 must  collect  the  tax  from  the  owner  or  lessee  of  such  box  or 
seat;6  or  (5)  receiving  any  payment  for  refreshment,  service,  or  mer- 

1 In  the  rare  cases  where  the  payment  for  an  admission  which  is  not  free  is  not 
made  in  cash  before  or  at  the  time  of  receiving  a ticket  or  card  of  admission,  or  of 
admission  itself  in  cases  where  no  tickets  or  cards  are  used  (see  Article  48),  pay- 
ment must  be  treated  as  made  at  the  time  of  receiving  such  ticket  or  card,  or  of 
such  admission,  and  the  tax  must  be  then  collected.  This  is  true  even  though  the 
ticket  or  card  so  received  does  not  directly  entitle  the  holder  to  admission  but  merely 
entitles  him  to  secure  another  ticket  or  card  which  does  entitle  to  admission.  This 
includes  cases  where  payment  is  not  to  be  made  in  money  at  all  (see  Article  16), 
and  also  cases  where  credit  is  to  be  given.  Credit  can  be  given  for  the  price  of 
admission,  if  desired,  but  not  for  the  tax.  The  tax  must  be  collected  not  later  than 
the  time  of  the  delivery  of  a ticket  or  card  of  admission,  or  of  the  admission  if  no 
tickets  or  cards  are  used.  See  Article  53. 

2 A ticket  broker  or  other  person  reselling  a ticket  at  an  advance  over  the  former 
sale  price  must  collect  and  duly  return  and  pay  over  (see  Article  63)  any  balance 
of  admission  tax  due.  See  Articles  4 (particularly  example  4),  18,  23  (particularly 
example  12),  24  (particularly  example  10),  and  30  (particularly  examples  1-3).  He 
may  also  collect,  and  retain  as  a refund  to  him,  the  amount  of  admission  tax  already 
paid  on  that  admission  by  him.  A theatre  issuing  a ticket  in  exchange  for  a less 
expensive  ticket  and  a cash  balance  must  collect  the  admission  tax  due  on  the  cash 
balance. 

8 Under  Section  800(a)  (2).  See  Article  24. 

* It  is  obvious  that,  even  though  the  tax  in  this  case  is  imposed  on  the  admission 
(see  Article  24),  it  is  absolutely  necessary  as  a practical  matter  to  provide  that  it 
be  collected  (in  cases  where  tickets  are  used)  not  later  than  the  time  of  the  delivery 
of  a ticket  directly  entitling  to  this  admission.  In  other  words,  it  is  absolutely 
necessary,  as  far  as  the  collection  of  the  tax  is  concerned,  to  treat  “admission”  as 
meaning  its  substantial  equivalent  “right  to  admission.”  But  where  admission  itself 
fails  to  occur,  there  is  a right  to  a refund.  See  Article  67. 

“Under  Section  800  (a)  (5).  See  Article  25. 

“If  the  permanent  use  or  lease  for  the  use  of  the  box  or  seat  in  question  is  paid 
for,  then  the  time  for  the  collection  of  the  tax  is  the  same  as  that  in  the  case  of 
any  other  paid  admission.  See  subdivision  1 of  Article  57  and  also  note  1.  If  the 
right  to  use  is  granted  free  or  is  otherwise  enjoyed  without  being  directly  paid  for, 
then  the  time  for  the  collection  of  the  tax  is  the  same  as  that  for  free  admissions 
under  subdivision  2 of  Article  57.  Note  that  Article  48  requires  a separate  or  separable 
ticket  or  card  of  admission  to  evidence  every  right  to  the  use  of  a box  or  seat  which 
is  owned  or  leased.  That  requirement  and  the  provisions  of  Article  57  and  of  this 
note  seem  to  provide  for  the  collection  of  the  full  tax  due  on  such  right  to  the  use 
of  a box  or  seat.  But  if  they  prove  insufficient,  by  reason  of  attempts  at  evasion 
or  otherwise,  to  provide  for  the  collection  of  the  full  tax  due  in  any  such  case, 
then  the  proprietor  or  manager  of  the  opera  house  or  other  place  of  amusement  in 
which  such  box  or  seat  is  located  shall  collect  on  the  first  day  of  each  month,  from 
the  person  entitled  to  the  use  of  such  box  or  seat,  any  balance  of  tax  due  from  such 
person  for  the  right  to  the  use  of  such  box  or  seat  during  the  preceding  month. 
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chandise,  which  is  taxable  1 because  including  therein  a charge  for 
admission  to  a public  performance  for  profit,  at  any  roof  garden,  cab- 
aret, or  other  similar  entertainment,  must  collect  the  tax  from  the 
person  making  such  payment  at  the  time  of  such  payment.2  .(See  also 
Articles  53  and  64.)  In  each  case  there  rests  on  the  respective 
person  from  whom  the  tax  is  to  be  collected  the  corresponding  duty 
of  then  paying  such  tax.  A monthly  return  and  payment  of  all  such 
collections  8 must  be  made  in  accordance  with  the  provisions  of  Article 
63.  For  penalties  see  Article  68. 

6804  Example. — A policeman's  benefit  association  has  a baseball 

game,  the  proceeds  to  be  turned  into  the  treasury  of  the  asso- 
ciation. It  prints  tickets  to  be  sold  at  $1  each  which  are  not  good  for 
admission,  but  which  can  be  exchanged  for  $1  tickets  at  the  ticket 
office  of  the  ball  park.  These  tickets  so  printed  by  the  association  must 
comply  with  the  provisions  of  Articles  50-51,  and  an  admission  tax  of 
10  cents  must  be  collected  upon  the  sale  of  each  of  them. 

6895  Art.  58.  Duty  to  return  and  pay  tax — Taxes  on  Charges  in 
Excess  of  Established  Price. — Every  individual,  corporation, 

partnership,  or  association  selling  or  disposing  of  a ticket  or  card  of 
admission  at  a price  in  excess  of  the  established  price  of  the  admission 
for  which  such  ticket  or  card  is  valid  4 in  a case  where  such  excess  is 
taxable  5 shall  make  a monthly  return  and  pay  the  tax  due,  in  accord- 
ance with  the  provisions  of  Article  63.  For  penalties  see  Article  68. 

6896  Art.  59.  Application  for  and  certificate  of  registry. — Every 
individual,  corporation,  partnership,  or  association  (1)  required 

by  the  provisions  of  the  Act  to  collect  any  tax  on  admissions  6 (see 
Article  57)  or  (2)  being  the  owner  or  lessee  of  any  place  which  is  ordi- 
narily or  at  times  leased  to  other  persons  who  impose  charges  for 
admissions  to  it  (see  Articles  64)  or  (3)  required  to  pay  any  tax  on 
charges  in  excess  of  established  price  (see  Article  58)  shall  annually, 
on  or  before  the  first  day  of  July,  make  an  application  for  registry,  by 
filling  out  Form  752  (Revised)7  with  all  information  there  called  for, 
and  duly  executing  it  under  oath.  In  cases  falling  within  the  first  of 

1 Under  Section  800(a)  (6).  See  Article  27. 

2 In  the  rare  cases  where  payment  for  refreshment,  service,  or  merchandise  is  not 
made  before  or  at  the  time  of  leaving  the  roof  garden,  cabaret,  or  other  place  of 
entertainment,  payment  must  be  treated  as  having  been  made  and  the  tax  must  be 
then  collected.  Credit  can  be  given  for  the  amount  paid  for  refreshment,  service, 
or  merchandise,  if  desired,  but  not  for  the  tax.  The  tax  must  be  collected  not  later 
than  the  departure  of  the  person  from  the  place  of  the  performance  at  the  conclusion 
of  such  performance.  See  Article  55. 

3 The  collector  of  internal  revenue  to  whom  return  and  payment  is  to  be  made 
(see  Article  63)  may  in  his  discretion  require  any  person  receiving  payments  for 
taxes  to  make  daily  deposit  of  the  sums  so  received  in  a special  account  in  such 
bank  as  the  collector  may  designate. 

* In  case  such  ticket  or  card  is  valid  for  admissions  of  more  than  one  established 
price,  then  the  highest  of  such  established  prices  is  the  one  meant  here. 

8 Under  Section  800(a)  (3)  or  (4)  of  the  Act.  See  Articles  29-31. 

6 A person  who  charges  admissions  to  a theatre,  hall,  park,  ball-room,  or  other 
place,  the  control  of  which  he  secures  by  lease  for  one  or  more  particular  occasions 
only,  is  not  required,  however,  to  apply  for  or  secure  a certificate  of  registry  under 
the  provisions  of  this  article.  See  Article  64,  and  note  2 on  page  1400H. 

7 To  be  obtained  from  any  collector  of  internal  revenue. 
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the  above  classes  (except  such  as  are  considered  in  Article  60)  such 
an  application  must  be  filed  in  the  office  of  the  collector  of  internal 
revenue  of  each  district  in  which  is  located  a place  to  which  admis- 
sions are  charged  on  account  of  which  a tax  is  imposed  on  the  person 
making  such  application.  In  cases  falling  within  class  2 the  applica- 
tion must  be  filed  in  the  office  of  the  collector  of  internal  revenue  of 
each  district  in  which  such  a place  is  owned  or  leased.  In  cases  falling 
within  class  3 the  application  must  be  filed  in  the  office  of  the  collector 
of  internal  revenue  of  the  district  in  which  is  located  the  principal 
place  of  business  of  the  person  making  the  application,  or  in  which  is 
located  his  residence,  if  he  have  no  fixed  place  of  business.  The  col- 
lector, if  satisfied  that  all  the  statements  made  in  the  application  for 
registry  are  correct,  will  issue  a certificate  of  registry  on  Form  753 
(Revised)  to  the  person  who  made  such  application.  This  certificate 
must  be  kept  conspicuously  posted  in  the  principal  place  of  business  of 
such  person,  or  be  carried  about  with  him,  if  he  has  no  fixed  place  of 
business. 

6897  Example. — A certain  hotel  has  a number  of  rooms  which  it 
rents  from  time  to  time  for  dances  and  other  parties.  This 

hotel  falls  within  class  2 of  Article  59  and  must  annually  make  applica- 
tion for  registry. 

6898  Art.  60.  Traveling  shows. — The  proprietor  or  manager  of 
every  show,  circus,  exhibition,  Chautauqua,1  or  other  amuse- 
ment enterprise,  which  is  traveling  or  itinerant,2  shall  file  the  applica- 
tion for  registry  required  by  Article  59  with  the  collector  of  internal 
revenue  of  the  district  in  which  the  headquarters  of  such  show  is  lo- 
cated, if  it  have  an  established  headquarters.  If  it  have  no  established 
headquarters,  then  the  application  shall  be  filed  with  the  collector  of 
the  district  in  which  such  proprietor  or  manager  resides.  The  certifi- 
cate of  registry,  the  daily  record  required  by  Article  61,  and  a copy 
of  each  monthly  return  (see  Article  63)  must  be  carried  along  with 
the  show  and  exhibited  on  request  to  collectors  of  other  districts  or 
to  internal  revenue  agents. 

6899  Examples. — (1)  A certain  Chautauqua  has  its  main  office  in  a 
certain  city.  The  lectures,  entertainments  and  other  attrac- 
tions which  it  furnishes  constantly  tour  the  country,  moving  from  State 
to  State.  In  this  case  the  application  for  registry  must  be  made  with 
the  collector  of  internal  revenue  of  the  district  in  which  its  main  office 
is  located. 

6900  (2)  A certain  theatrical  company,  acting  in  a farce  comedy, 
tours  the  country,  playing  in  various  theaters.  All  of  these 

theaters  have  certificates  of  registry,  and  they  take  care  of  all  matters 
connected  with  the  sale  of  tickets,  collection  of  tax,  etc.  Such  a com- 
pany does  not  fall  within  the  provisions  of  Articles  59  or  60  and  is  not 
required  to  apply  for  a certificate  of  registry  at  all. 

1 As  to  whether  Chautauqua  is  exempt  see  example  1 under  Article -35. 

^ 2 This  list  is  only  meant  to  include  shows,  etc.,  which  control  the  sale  of  tickets 
to  their  performances  and  the  collection  of  tax  on  the  same.  It  does  not  include, 
therefore,  traveling  theatrical  attractions,  lyceum  entertainers,  or  the  like,  who  perform 
in  theatres  or  other  places  where  the  local  management  controls  the  sale  of  tickets 
and  the  collection  of  the  tax. 
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6901  Art.  61.  Records — Taxes  on  Admissions. — Every  individual, 
corporation,  partnership,  or  association  1 required  by  the  pro- 
visions of  the  Act  to  collect  any  tax  on  admissions 2 must  keep  or 
cause  to  be  kept  an  accurate  daily  record  showing  (1)  in  the  case  of 
each  class  of  Taxes  on  Admissions  8 (a)  all  figures  and  other  informa- 
tion * necessary  to  determine  the  amount  of  tax  due  for  that  day,  and 
(b)  the  amount  of  tax  due  for  that  day,  and  (2)  the  total  amount  due 
as  Taxes  on  Admissions 8 for  that  day.  The  proprietor  or  manager 
of  the  business  must  certify,  over  his  signature,  to  the  correctness  of 
the  daily  record,  and  if  any  other  person  is  directly  interested  in  the 
proceeds  of  the  amounts  received  for  admission,  he  or  his  agent  must 
also  so  certify  to  it.  Whenever  in  the  course  of  the  business  a report 
is  prepared  daily  or  at  some  other  regular  interval  or  at  any  time  by 
a treasurer  or  manager  for  the  benefit  of  the  proprietor,  or  by  the 
proprietor,  treasurer,  or  manager  for  the  benefit  of  some  other  inter- 
ested party,  a sworn  copy  of  such  report  must  be  attached  to  and  made 
a part  of  such  daily  record.  Indeed,  if  such  a report  contains  all  the 
information  required  above,  no  daily  record  other  than  the  sworn  copy 
of  the  report  need  be  kept.  But  whatever  information  such  a report 
may  contain,  a sworn  copy  of  it  must  be  made  and  kept.  Such  daily 
records,  including  such  sworn  copies  of  reports,  must  be  kept  on  file 
at  the  box  office  of  the  place  or  at  some  other  convenient  location  5 
for  a period  of  two  years,  in  such  a manner  as  to  be  readily  accessible 
on  request  to  internal  revenue  officers. 

6902  Art.  62.  Records — Taxes  on  Charges  in  Excess  of  Estab- 
lished Price. — Every  individual,  corporation,  partnership  or 

association  required  by  the  provisions  of  the  Act  to  pay  any  tax  on 
charges  in  excess  of  established  price,6  must  keep  or  cause  to  be  kept 
a daily  record  which  classifies  all  sales  of  tickets  into  classes  in  each 
of  which  all  the  tickets  are  identical  in  respect  to  (1)  the  place  to  which 
admission  is  granted  by  the  ticket  (2)  the  established  price  (exclusive 
of  admission  tax)  of  the  admission  granted  by  the  ticket  and  (3)  the 
actual  price  (exclusive  of  any  amount  representing  an  admission  tax) 
at  which  that  sale  of  the  ticket  is  made.  This  daily  record  must  show 
(1)  in  the  case  of  each  such  class  (a)  all  figures  and  other  information 
necessary  to  determine  the  amount  of  tax  due  for  that  day,  and  (b) 
the  amount  of  tax  due  for  that  day,  and  (2)  the  total  amount  due  as 
Taxes  on  Charges  in  Excess  of  Established  Price6  for  that  day.  When- 
ever in  the  course  of  the  business  a report  is  prepared  daily  or  at  some 

1 Ticket  brokers,  of  course,  and  any  other  persons  who  by  selling  tickets  at  an 
advanced  price  have  the  duty  of  collecting  (see  note  2 on  page  1400C)  a balance  of 
admission  tax  (due  because  of  the  increased  amount  paid  for  admission),  are  subject 
to  the  requirements  of  this  article. 

a See  Article  57. 

■For  Taxes  on  Admissions,  see  Articles  4-28. 

4 The  daily  record  must,  among  other  things,  give  full  and  accurate  information 
with  regard  to  all  passes  and  exchange  tickets.  Where  serially  numbered  tickets  are 
used,  it  must  also  show,  in  the  case  of  each  series,  the  number  of  the  first  ticket 
and  of  the  last  ticket  issued  during  the  day. 

« The  daily  record  of  a traveling  show  (see  Article  60)  must  be  carried  along 
with  the  show. 

• For  Taxes  on  Charges  in  Excess  of  Established  Price,  see  Articles  29-31. 


WAR 


1400  F tax 


7-8-19. 


Reg.  43,  Rev. — Part  I.  Admissions. 

TAX  ON  ADMISSIONS  AND  DUES  REGULATIONS. 


other  regular  interval  or  at  any  time  by  a treasurer  or  manager  for 
the  benefit  of  the  proprietor,  or  by  the  proprietor,  treasurer,  or  man- 
ager for  the  benefit  of  some  other  interested  party,  a sworn  copy  of 
such  report  must  be  attached  to  and  made  a part  of  such  daily  record. 
Indeed,  if  such  a report  contains  all  the  information  required  above, 
no  daily  record  other  than  the  sworn  copy  of  the  report  need  be  kept. 
But  whatever  information  such  a report  may  contain,  a sworn  copy  of 
it  must  be  made  and  kept.  Such  daily  records,  including  such  sworn 
copies  of  reports,  must  be  kept  on  file  at  the  place  of  business,  or  at 
some  other  convenient  location,  for  a period  of  two  years,  in  such  a 
manner  as  to  be  readily  accessible  on  request  to  internal  revenue 
officers. 

6903  Art.  63.  Returns  and  payments. — Every  individual,  corpora- 
tion, partnership,  or  association  required  by  the  provisions  of 

the  Act  to  collect  any  tax  on  admissions  (see  Article  57)  or  to  pay  any 
tax  on  charges  in  excess  of  established  price  (see  Article  58)  shall 
make  up  each  month  from  the  daily  record,  required  by  Article  61  or 
62  as  the  case  may  be,  a return  in  duplicate  on  Form  729  (Revised) 
[page  1339],  in  accordance  with  the  instructions  printed  on  the  back 
of  that  form.  This  return  must  be  made  under  oath,  unless  the  total 
amount  of  the  tax  returned  (regardless  of  a possible  credit  sought  for 
a former  overpayment)  is  $10  or  less,  in  which  case  it  may  be  signed 
or  acknowledged  before  two  witnesses  instead  of  being  under  oath. 
This  return  together  with  the  amount  of  the  tax  must  be  transmitted, 
on  or  before  the  last  day  of  the  month  following  that  for  which  it  is 
made,  to  the  office  of  the  collector  of  internal  revenue  who  issued  the 
certificate  of  registry  for  the  place  or  business  for  which  such  return 
and  payment  is  being  made.1  (For  penalties  see  Article  68.)  A copy 
of  Form  729  (Revised)  will,  as  far  as  possible,  be  mailed  each  month 
to  every  person  that  filed  a return  during  the  preceding  month,  but  a 
failure  to  receive  such  copy  will  not,  of  course,  excuse  a failure  to 
return  and  pay  the  tax. 

6904  Art.  64.  Leases  of  places. — Whenever  a person,  society,  or 
organization  leases  2 a theater,  hall,  park,  ball-room,  or  other 

place  for  any  occasion,  there  is  imposed  on  the  lessee,  by  the  pro- 
visions of  the  Act,  the  duty  of  collecting  any  taxes  due  on  admissions 
to  such  place  on  that  occasion.  However,  for  the  convenience  of  the 
parties  and  the  safeguarding  of  the  revenue,  the  lessor  will  be  per- 
mitted, if  properly  registered  in  accordance  with  Article  59,  to  assume 
the  responsibility  for  the  collection  of  the  tax  in  such  cases.  If  the 

1 “To  the  collector  of  the  district  in  which  the  principal  office  or  place  of  business 
is  located,”  in  Section  502  of  the  Act,  means  (1)  if  there  is  a definitely  located 
place  to  which  admission  is  charged,  to  the  collector  of  the  district  in  which  such 
place  of  business  is  located;  or  (2)  if  the  business  is  not  definitely  located  but 
traveling  or  itinerant,  to  the  collector  of  the  district  in  which  is  located  the  principal 
office  of  such  business  or,  if  it  has  no  office,  the  residence  of  its  proprietor.  See 
Articles  59-60. 

1 Where  a person,  society,  or  organization  acquires  the  right  to  dispose  of  all  the 
admissions  to  any  place  for  one  or  more  occasions  the  transaction  amounts  to  a lease 
of  such  place  within  the  meaning  of  this  article.  See  also  Article  12. 
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lessor  assumes  such  responsibility  his  tickets  shall  be  used1  and  the 
daily  record  required  by  Article  61  shall  be  kept  as  a part  of  the  daily 
records  of  the  lessor  in  the  same  manner  and  form  as  if  there . had 
been  no  lease  of  the  place  on  that  occasion ; with  the  exception,  how- 
ever, that  the  name  of  the  lessee  must  also  appear  on  the  daily  record 
and  that  he  must  also  certify  to  the  correctness  of  such  record.  If  the 
lessor,  however,  does  not  assume  responsibility  for  the  collection  of 
the  tax,  the  lessee,  precisely  like  any  other  person  collecting  taxable 
admissions,  must  comply  in  all  respects  with  these  regulations,  more 
particularly  with  Articles  57,  58,  61,  62,  and  63.2  Moreover,  in  such 
case  the  lessor,  before  or  at  the  time  of  making  the  lease,  must  notify 
the  collector  of  internal  revenue,  of  the  district  in  which  the  place  is 
located,  on  Form  754  (Revised)3  that  such  lease  is  being  made.  The 
lessor  of  any  such  place,  whenever  he  makes  a lease,  shall  furnish  the 
lessee  with  a copy  of  Form  755  (Revised),3  in  order  that  the  lessee 
may  promptly  claim  any  exemption  to  which  he  may  be  entitled.  (See 
Article  47.) 

CREDITS  AND  REFUNDS. 

6905  Art.  65.  Credit  for  overpayment. — Any  individual,  corpora- 

8014  tion,  partnership,  or  association  that  has  paid  to  the  collector 

8030  of  internal  revenue,  as  a tax  under  section  800  of  the  Act,  any 

amount  erroneously  or  illegally  assessed  or  collected  or  any 
amount  in  excess  of  the  amount  of  the  tax  actually  imposed  by  that 
section  for  the  month  covered  by  that  payment,  may  claim  credit  for 
such  overpayment  against  the  amount  of  the  tax  imposed  by  that  sec- 
tion which  is  due  upon  any  other  monthly  return  thereafter  made  in 
the  same  behalf  on  Form  729  (Revised)  [page  1339].  Such  credit  will 
only  be  granted,  however,  if,  in  making  the  claim,  the  instructions 
printed  on  the  back  of  that  form  are  carefully  followed. 

6906  Art.  66.  Refund  of  overpayment. — Any  individual,  corpora- 

tion, partnership,  or  association  that  has  paid  to  the  collector 

of  internal  revenue,  as  a tax  under  section  800  of  the  Act,  any  amount 
erroneously  or  illegally  assessed,  or  any  amount  in  excess  of  the  amount 
of  the  tax  actually  imposed  by  that  section  for  the  month  covered  by 
that  payment,  or  any  amount  as  a penalty  for  the  collection  of  which 
there  was  no  authority,  may  secure  a refund  of  the  amount  so  over- 
paid by  filing  with  the  collector  to  whom  such  payment  was  made  a 
properly  prepared  claim  on  Form  46  (Revised)  [page  1509]. 

6907  Art.  67.  Refund  of  overcollection. — Every  individual,  corpor- 
ation, partnership,  or  association  that  has  collected  from  any 

person,  as  a tax  under  section  800  of  the  Act,  any  amount  erroneously 
or  illegally  assessed,  or  any  amount  in  excess  of  the  amount  of  the 

1 If  the  lessee  issues  general  admission  tickets  these  tickets  must  not  entitle  to 
admission  but  be  merely  exchangeable  for  tickets  of  the  lessor  entitling  to  admission. 
Both  kinds  of  tickets  must  comply  with  Articles  50-51,  except  that  such  general 
admission  tickets  if  issued  free  are  not  subject  to  Article  51. 

2 Such  lessee,  however,  does  not  have  to  make  application  for  or  secure  a certificate 
of  registry  in  accordance  with  Article  59.  See  note  6 on  page  HOOD. 

3 To  be  obtained  from  any  collector  of  internal  revenue. 
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tax  imposed  by  that  section  actually  due  from  such  person,  shall  upon 
proper  application  promptly  refund  such  amount  to  the  person  entitled 
thereto,  even  though  such  amount  has  already  been  paid  over  to  the 
collector  of  internal  revenue  and  no  corresponding  credit  (see  Article 
65)  or  refund  (see  Article  66)  has  yet  been  secured.  As  the  tax  on 
paid  admissions  under  Articles  4,  18,  and  23  is  based  on  the  payment 
not  the  admission,  no  refund  of  any  part  of  such  a tax  is  authorized 
merely  because  the  person  paying  for  admission  does  not  actually 
make  use  of  his  right  to  admission.  Where,  however,  an  amount  paid 
for  admission  is  refunded  it  will  be  treated,  as  far  as  the  liability  to 
the  tax  is  concerned,  as  not  having  been  paid,  and  the  amount  of  any 
tax  collected  at  the  time  of  the  payment  should  itself  be  refunded  to 
the  taxpayer  by  the  person  refunding  the  payment,  at  the  same  time 
the  payment  is  refunded.1  The  tax  on  free  admissions  must  be  paid 
on  the  free  receipt,  by  a person  not  in  one  of  the  favored  classes  men- 
tioned in  Article  18,  of  a ticket  or  card  directly  entitling  to  admission.2 
But  as  the  tax  is  based  on  the  admission  in  case  no  admission  actually 
occurs  the  tax  liability  is  defeated.  And,  therefore,  any  admission  tax 
paid  on  the  receipt  of  such  a ticket  or  card  should  be  refunded  on  the 
return  unused  of  such  ticket  or  card.  As  the  tax  on  the  permanent 
use  or  a lease  for  the  use  of  a box  or  seat  is  based  on  the  right  to  use 
(see  Article  25),  it  is  entirely  immaterial  whether  the  box  or  seat  is 
ever  used  or  not,  and,  therefore,  no  refund  can  ever  be  granted  on  the 
ground  that  thre  was  no  actual  use  of  the  box  or  seat. 

*See  example  1 under  Article  4,  and  the  last  third  of  Article  17. 

aSee  Article  57  and  note  4 on  page  1400C,  and  Articles  24  and  53. 
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PENALTIES. 

Analysis  of  Penalty  Provisions  of  Revenue  Act  of  1918. 

6908 


Act  or  default  penalized. 

Sale  of  “admission  ticket  or 
card  on”  the  “face  or  back” 
of  “which  the  name  of  the 
vendor”  (“if  sold  other  than 
at  the  ticket  office  of  the 
theater,  opera,  or  other  place 
of  amusement”)  and  the 
“price  (exclusive  of  the  tax 
to  be  paid  by  the  person  pay- 
ing for  admission)  at  which” 
the  “ticket  or  card  is  sold” 
is  not  “conspicuously  and  in- 
delibly printed,  stamped,  or 
written”;  or  sale  of  an  ad- 
mission ticket  or  card  “at 
a price  in  excess  of  the  price 
so  printed,  stamped,  or  writ-  i 
ten  thereon.” 

“Failure  to  make  and  file”  re- 
turn “within  the  time  pre- 
scribed” (when  return  not 
filed  later  and  reasonable 
cause  shown  for  failure  to 
file  in  time). 

Willfully  making  “false  or 
fraudulent  return.” 

Failure  to  pay  tax  when  due.. 


Failure  by  any  “person” 1 to 
“pay,  collect,  or  truly  account 
for  and  pay  over  any  such 
tax,  make  any  such  return, 
or  supply  any  such  informa- 
tion at  the  time  or  times  re- 
quired by  law  or  regulation.” 

Willful  refusal  by  any  “per- 
son”1 to  “pay,  collect,  or 
truly  account  for  and  pay 
over  such  tax,  make  such  re- 
turn, or  supply  such  infor- 
mation at  the  time  or  times 
required  by  law  or  regula- 
tion,” or  willful  attempt  “in 
any  manner  to  evade  such 
tax.” 

Willful  refusal  by  any  “per- 
son” 1 to  “pay,  collect,  or 
truly  account  for  and  pay 
over  any  such  tax.” 


Penalty  applicable. 

Fine  of  not  more  than  $100... 

•*  ■*  ; 


25  per  cent  addition  to  tax  (to 
be  collected  as  part  of  tax, 
or  if  tax  already  collected 
then  in  same  manner  as  tax). 


50  per  cent  addition  to  tax  (to 
be  collected  as  above). 

5 per  cent  addition  to  tax 

and 

L per  cent  interest  for  each  full 
month  from  time  tax  due. 
Penalty  of  not  more  than 
$1,000. 


Pine  of  not  more  than  $10,000. 

or 

imprisonment  for  not  more 
than  one  year,  or  both. 


LOO  per  cent  addition  to  tax1.. 


Section  of  Revenue 
Act  of  1918. 

800  (d). 

[H6509.] 


Section  3176  U.  S. 
Revised  Statutes,  as 
amended  by  section 
1317.  [1T8085.3 


Do. 

502  and  903. 
[H5513.1 
[H4526.] 

1308  (a). 
[H8008.] 


1308  (b). 
[1T8009.] 


1308  (c). 
[118010.] 


1 “Person”  includes  “an  officer  or  employee  of  a corporation  or  a member  or  em- 
ployee of  a partnership,  who  as  such  officer,  employee,  or  member  is  under  a duty  to 
perform  the  act  in  respect  of  which  the  violation  occurs.”  (Section  1308  (d)  [H8011]). 

* “No  penalty  shall  be  assessed  under  this  subdivision  for  any  offense  for  which  a 
penalty  may  be  assessed  under  authority  of  section  3176  of  the  Revised  Statutes,  as 
amended,”  the  substance  of  which  is  stated  above.  (Section  1308  (c)  [H8010]). 
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6909  Art.  68.  Penalties. — The  scope  of  the  penalties  applicable  to 
the  Tax  on  Admissions  is  so  broad  that  reference  will  be  made 

only  to  their  most  common  applications.  Every  individual,  corpora- 
tion, partnership,  or  association,  on  which  there  rests  a duty  to  file  a 
monthly  return  on  Form  729  (Revised),  that  fails  to  file  such  return, 
and  to  pay  over  the  tax  due  thereon,  during  the  month  which  follows 
that  for  which  such  return  should  be  made,  is  subject  to  certain  auto- 
matic penalties.  A mere  failure  to  file  the  return  within  that  following 
month  causes  to  automatically  accrue  the  25  per  cent,  penalty  imposed 
by  section  3176  of  the  Revised  Statutes  [^8085]  as  amended.  If  the 
failure  be  willful  the  penalty  is  50  per  cent,  instead  of  25  per  cent.  A 
mere  failure  to  pay  to  the  collector  during  the  month  which  follows 
that  for  which  such  return  should  be  made,  all  taxes  due  under  that 
return,  causes  to  automatically  accrue,  under  section  502  of  the  Revenue 
Act  of  1918,  a penalty  of  5 per  cent.,  and  of  interest  at  1 per  cent,  per 
month  for  each  full  month  of  delay.  Every  person  who  fails  to  pay 
at  the  proper  time  the  amount  of  the  taxes  due  is  also  subject,  under 
section  1308  [^[8008]  of  the  Revenue  Act  of  1918,  to  a penalty  of  not 
more  than  $1,000.  If  this  failure  amounts  to  a willful  refusal  to  pay, 
or  an  attempt  to  evade  the  fax,  he  is  guilty  of  a misdemeanor  and 
subject  to  a fine  of  not  more  than  $10,000,  or  imprisonment  for  not 
more  than  one  year,  or  both,  and  he  is,  moreover,  liable  to  a penalty 
of  100  per  cent,  of  the  amount  of  the  tax.  These  penalties  apply  as 
well  to  an  officer  or  employee  of  a place,  or  attraction,  or  ticket-selling 
business,  who  fails  to  perform  a duty  with  regard  to  the  Tax  on  Admis- 
sions, as  to  a person  who  fails  or  refuses  to  pay  his  tax. 

6910  Example. — A certain  theater  which  sells  about  $1,000  worth 
of  taxable  admission  tickets  each  month,  regularly  collects  the 

taxes  due  on  such  admissions,  but  the  treasurer  carelessly  fails  to  file 
a return  and  pay  over  the  taxes  for  April,  May,  and  June,  1919,  until 
September  2,  1919.  The  taxes  collected  in  April  are  $110,  in  May  $100, 
and  in  June  $120.  In  this  case  the  automatically  imposed  penalties  are 


as  follows: 

April : 

Taxes  collected  $110.00 

25  per  cent  penalty $27.50 

5 per  cent  penalty 5.50 

3 months’  interest  at  1 per  cent 3.30 

$36.30 

May : 

Taxes  collected $100.00 

25  per  cent  penalty 25.00 

5 per  cent  penalty 5.00 

2 months’  interest  at  1 per  cent 2.00 

32.00 


June : 

Taxes  collected $120.00 

25  per  cent  penalty 30.00 

5 per  cent  penalty 6.00 

1 month’s  interest  at  1 per  cent 1.20 

37.20 


Total  penalties 105.50 

In  addition  the  theater  treasurer  is  liable  to  a penalty  of  not  more  than 

$1,000. 
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AUTHORITY  FOR  REGULATIONS. 

0911  Art.  69.  Promulgation  of  regulations. — In  pursuance  of  this 
8012  provision  of  the  Act  the  foregoing  regulations  are  hereby  made 
and  promulgated  and  all  rulings  inconsistent  with  them  are 
hereby  revoked. 

DANIEL  C.  ROPER, 
Commissioner  of  Internal  Revenue. 
Approved  June  19,  1919  [Released  June  25,  1919]  : 

CARTER  GLASS, 

Secretary  of  the  Treasury. 
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Paragraph 

Additional  charges  for  rental  or  services  as  charge  for  admission 6676,  6699 

Tax,  charges  in  excess  of  established  price 6805-6815 

Time,  charge  for,  as  charge  for  admission 6673 

“Admission”  defined 6660,  6666,  6673 

“Admissions  to  agricultural  fairs,”  definition 6869 

Advertising  space  furnished  as  “amount  paid  for  admission” 6717 

Affidavits,  claim  of  exemption 6874,  6904 

Daily  records,  etc.,  of  taxes  collected 6901,  6902,  6904 

Returns 6903 

“Agricultural  fairs,”  definition 6863 

Exemptions 6862-6869 

Organizations  other  than,  exemption 6823-6861 

“All  the  proceeds”  defined 6817 

“Amount  paid  for  admission”  defined 6666-6717 

Amusement  park  as  “place”  to  which  admissions  are  taxable  (Example  1). . . 6656 

Analysis  of  Revenue  Act  of  1918 6644 

Animal  exhibition,  exemptions 6862-6869 

Application  for  registry  by  persons  collecting  tax,  etc 6896 

Athletic  purposes,  exemptions  where  proceeds  are  to  be  expended  for 6839 

Authority  for  regulations 6911- 

Rands,  exemptions 6858 

Baseball  park: 

Example  5 6707 

Example  3 6713 

Example  8 6720 

Example  1 6735 

Example  1 6740 

Example  1 6744 

Example  11 6753 

Example  2 . 6766 

Examples  1-4 6778 

Basis  of  exemptions 6823,  6862 

Tax . 6647 

Box-office  sales  in  excess  of  established  price 6805 

Brokers’  sales  in  excess  of  established  price 6808 

Cabaret 6790 

Free  admissions 6739,  6766 

Leases  of  boxes  or  seats v .*£. . . 6778 

Reduced-rate  admissions 6735,6753 

Roof  gardens .......  6790 

Bathing  beaches  (Example  5) 6676 

Bible  classes,  exemptions  (Examples  3,  4) 6832 

Bills/roof  gardens  and  cabarets ; 6890 

Bona  fide  employees.  See  Employees,  post.  **• 

L Definition 6744 
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Paragraph 

Box-office  sales  in  excess  of  established  price,  basis  and  rate  of  tax 6805 

Brokers’  sales  in  excess  of  established  price,  basis  and  rate  of  tax 6808 

Bump-the-bumps  as  “place”  to  which  admissions  are  taxable  (Example  1) . . . 6655 

Cabarets,  basis  of  tax 6790 

Bills  and  coupon  receipts 6890 

Computation  of  tax 6790 

Date  of  admission  as  determining  taxability 6645 

Rate  of  tax 6790 

Cards  of  admission,  established  price  to  be  printed  on 6881 

Free  admissions,  printing  or  marking 6740,  6887 

Issuing,  prerequisites 6888 

Marking 6740,  6882-6888 

Name  of  place  to  be  printed  on 6881 

Name  of  seller  to  be  printed  on 6882 

Necessity  for 6879,6889 

Printing 6880-6888 

Reduced-rate  admissions,  printing  or  marking 6887 

Serial  numbers 6881,  6888 

Taking  up  and  preservation 6889 

Cave  as  “place”  to  which  admissions  are  taxable  (Example  1) 6655 

Censors  of  moving  pictures,  “municipal  offices”  (Example  2) 6748 

Certificate  of  registry,  persons  collecting  tax,  etc 6896-6898 

Charitable  organizations,  exemption 6831,  6853 

Chautauquas,  exemption  (Examples  1,  2) 6823 

Children,  exemption  of  society  for  prevention  of  cruelty  to 6831 

Under  12  years,  free  admissions,  basis,  etc.,  of  tax 6739,  6766 

Reduced-rate  admissions,  basis  and  rate  of  tax 6735,  6753 

Printing  or  marking  tickets,  etc 6740,  6887 

Churches,  exemptions 6832 

Circuses,  application  for  registry 6898 

Claims,  credit  for  overpayment 6905 

Exemptions 6874,6904 

Refund  of  overpayment . 6906 

Club  membership,  amount  paid  for,  as  “amount  paid  for  admission” 6707 

Clubhouse  or  grounds,  entering  by  members  as  “admission” 6663 

Collection,  Taxes  on  Admissions 6893/  6904 

Colleges,  exemption 6839 

Computation  of  tax 6647 

Cabarets 6790 

Free  admissions 6766 

Leases  of  boxes  or  seats 6778 

Reduced-rate  admissions 6735,6753 

Roof  gardens . . 6790 

Contributions  as  “amount  paid  for  admission” 6713 

Cooperative  parties,  “amount  paid  for  admission” 6694 

Coupon  receipts,  roof  gardens  and  cabarets 6890 

Credits,  overpayments 6905 

Cruelty  to  children  or  animals,  exemption  of  society  for  prevention  of 6831 

Daily  records,  Taxes  on  Admissions 6898,  6901,  6904 

Taxes  on  Charges  in  Excess  of  Established  Price 6898,  6902,  6904 

Dance  hall  or  pavilion  as  “place”  to  which  admissions  are  taxable  (Examples 

1,  3) 6655 

Dancing  schools  (Examples  7,  8) 6676 

Date  of  admission  as  determining  liability  to  tax 6645 

Definitions: 

“Admission” 6660,  6666, 6673 

“Admissions  to  agricultural  fairs” 6869 

“Agricultural  fairs” 6863 

“All  the  proceeds 6817 

“Amount  paid  for  admission” 6666-6717 

“Bona  fide  employees” 6744 

“Entertainment” 6797 

“Established  price  of  an  admission” 6720 

“Lease” 6785 
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Definitions:— Concluded.  > > Paragraph 

“Municipal  officer  on  official  business” 6748 

“Persons  in  military  or  naval  forces” 6748 

“Place” 6655 

“To  any  place” 6655 

Dip-the-dips  as  “place”  to  which  admissions  are  taxable  (Example  1) 6655 

Directors  of  corporation  as  owners  of  place  (Example  2) 6660 

Discharged  soldiers  and  sailors,  exemptions 6859 

Reduced-rate  and  free  admissions  (Example  3) 6748 

Dog  shows,  exemptions  (Example  4) 6863 

Educational  organizations,  exemption 6831,  6839 

Employees,  “bona  fide  employees”  defined 6744 

Free  admissions,  basis,  etc.,  of  tax 6739,  6766 

Reduced-rate  admissions,  basis  and  rate  of  tax 6735,  6753 

Printing  or  marking  tickets,  etc 6740,  6887 

“Entertainment,”  definition . . . . 6797 

Established  price  of  admission,  computation  of  tax  at 6647 

Date  of  admission  as  determining  taxability 6645 

Definition  6720 

Increase 6720 

Printing  on  tickets. ; 6882 

Excess  of  established  price,  box  office  sales  in 6305 

Brokers’  sales  in 6808 

Date  of  admission  where  charge  is  in,  as  determining  taxability 6646 

Exemptions  as  to  charges  in _ 6821 

Persons  liable  for  tax  on  charges  in 6805-6817 

Records  as  to  taxes  on  charges  in 6898,  6902,  6904 

Registry  by  persons  required  to  pay  tax  on  charges  in 6896 

Return  and  payment  of  tax  on  charge  in 6895 

Scope  of  tax  where  charge  is  in 6815 

Exemptions,  admissions  tax 6818 

Affidavit  claiming 6874 

Agricultural  fairs 6862-6869 

Animal  exhibition 6862-6869 

Bands 6858 

Basis 6823,6862 

Bible  classes  (Examples  3,4)... 6832 

Certificate  of 6874 

Character  of  organization  claiming 6831 

Charges  in  excess  of  established  price,  tax  on 6821 

Charitable  organizations 6831,  6853 

Chautauquas  (Examples  1,2) 6823 

College  fraternity  (Example  7) 6839 

Dog  shows  (Example  4) 6863 

Educational  organizations 6831,  6839 

Fairs 6862-6869 

Organizations  other  than  agricultural  fairs 6823-6861 

Farm  produce  exhibition 6862-6869 

Flower  exhibition. . 6862’ 6869 

Food  exhibition 6862-6869 

Fraternal  organizations  (Examples  1,2) 6853 

Garden  produce  exhibition 6862-6869 

Horse  Shows  (Examples  2,  3) 6863 

Horticultural  exhibition 6862-6869 

Live-stock  exhibition 6862-6869 

Lyceum  bureaus  (Examples  1,  2) 6823 

Men’s  club  of  church  (Example  2) 6832 

Municipal  corporations 6860 

Music-festival  association  (Example  4) 6839 

Orchestral  organizations 6858 

Police  Relief  association  (Example  4) 6853 

Political  subdivisions  of  State 6860 

Poultry  exhibition 6862-6869 

. Prepared  or  preserved  food  exhibition 6862-6869 

Private  charities  (Example  5) 6823 
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Private  schools  (Example  3) 6839 

Race  meets 6869 

Religious  organizations 683 1 , 6832 

Sailors 6859 

Society  for  prevention  of  cruelty  to  children  or  animals 6831 

Soldiers 6859 

States 6860 

Symphony  orchestra  organizations 6858 

United  States 6861 

War-stricken  people  abroad,  entertainment  for  benefit  of  (Example  3). . . 6853 

Zoological  park  association  (Example  5) 6839 

Fairs,  exemptions 6862-6869 

Organizations  other  than  agricultural  fairs,  exemptions 6823-6861 

Farm  produce  exhibition,  exemptions 6862-6869 

Ferris  wheel  as  “place”  to  which  admissions  are  taxable  (Example  1) 6655 

Filing  application  for  registry  by  persons  collecting  tax,  etc 6896-6898 

Firemen,  “municipal  officers”  (Example  1) 6748 

Fishing  piers  (Example  6) 6676 

Floating  theatre  as  “place”  to  which  admissions  are  taxable  (Example  1). . . . 6655 

Flower  exhibition,  exemptions 6862-6869 

Food,  public  performance  in  connection  with  service  of 6797 

Food  exhibition,  exemptions 6862-6869 

Form  of  payment  for  admission 6717 

Fraternal  organizations,  exemption  (Examples  1,  2) 6853 

Fraternity,  college,  exemption  (Example  7) 6839 

Free  admissions,  basis  of  tax 6739,  6766 

Collecting  tax  as  prerequisite  to  issuing 6888 

Computation  of  tax.  ..  . 6766 

Date  of  admission  as  determining  taxability 6645 

Printing  or  marking  tickets  or  cards  of  admission 6740,  6887 

Rate  of  tax 6739,  6766 

Garden  produce  exhibition,  exemptions 6862-6869 

Grandstand  as  “place”  to  which  admissions  are  taxable  (Example  1) 6655 

“Green”  fees  (Example  2) 6676 

Hat-checking  fees  (Examples  9,  15) 6676 

Hilarity  hall  as  “place”  to  which  admissions  are  taxable  (Example  1) 6655 

Horse  shows,  exemption  (Examples  2,  3) 6863 

Horticultural  exhibition,  exemptions 6862-6869 

Imposition  of  tax 6645-6646 

Increase  of  established  price  once  adopted 6720 

Installment  payments,  computation  of  tax 6735 

Instrumental  music,  exclusion  from  “other  similar  entertainment” 6795 

Issuing  tickets  or  cards  of  admission,  prerequisites 6888 

“Lease,”  definition 6785 

Leases  of  boxes  or  seats,  basis  of  tax 6778 

Computation  of  tax 6778 

Date  of  admission  as  determining  taxability 6645 

Rate  of  tax 6678 

Leases  of  places,  collection  of  tax 6904 

Registry 6896 

Lessee  of  place,  entering  by,  as  “admission” 6660 

Live-stock  exhibitions,  exemptions 6862-6869 

Lodges,  exemption  (Example  1) 6853 

Lyceum  bureaus,  exemptions  (Examples  1,  2) 6823 

Marking  tickets 6740,  6880-6888 

Membership  in  club,  amount  paid  for,  as  “amount  paid  for  admission” 6707 

Men’s  club  of  church,  exemption  (Example  2) 6832 

Merry-go-round  as  “place”  to  which  admissions  are  taxable  (Example  1). . . . 6655 

Method  of  securing  exemption 6874,  6904 

Military  service,  exemptions  as  to  persons  in 6859 

Missions  and  missionary  societies,  exemptions 6832 

Monthly  returns 6903 

Moving-picture  censors,  “municipal  officers”  (Example  2) 6748 

Municipal  corporations,  exemption 6860 
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“Municipal  officer  on  official  business,”  definition 6748 

Free  admissions,  basis,  etc.,  of  tax 6739,  6766 

Reduced-rate  admissions,  basis  and  rate  of  tax 6735,  6753 

Printing  or  marking  tickets,  etc 6740,  6887 

Music,  instrumental,  exclusion  from  “other  similar  entertainment” 6797 

Music-festival  association,  exemption  (Example  4) 6839 

Musical  education,  exemption  of  organization  devoted  to 6839 

Name  of  place,  printing  on  tickets  or  cards  of  admission 6881 

Seller,  printing  on  tickets  or  cards  of  admission 6882 

Naval  service,  exemptions  as  to  persons  in 6859 

Nonpayment  of  tax,  penalty 6909 

Notice,  leases  of  places 6904 

Preservation  of  tickets  taken  up 6889 

Printing,  etc.,  of  tickets  or  cards  of  admission 6880 

Reduction  of  established  price 6720 

Numbering  roof-garden  and  cabaret  bills  and  receipts 6890 

Tickets  or  cards  of  admission 6881,  6888 

Nurses  in  military  or  naval  service,  exemptions 6859 

Observation  tower  as  “place”  to  which  admissions  are  taxable  (Example  1). . 6655 

Orchestral  organizations,  exemption 6858 

Organizations  exempt 6823-6869 

Outdoor  amusement  park  as  “place”  to  which  admissions  are  taxable  (Example 

1)... 6655 

Overcollection,  refund 6907 

Overpayment,  credit 6905 

Refund 6906 

Owner  of  place,  entering  by,  as  “admission” 6660 

Payment  for  admission,  not  made  in  money 6717 

Duty  to  make 6893,  6895 

Penalty  for  delinquency 6909 

Penalties 6909 

“Persons  in  military  or  naval  forces”  defined 6748 

Personal  services,  charge  for,  as  charge  for  admission 6676-6699 

Physical  education,  exemption  of  organization  devoted  to 6839 

“Place,”  definition 6655 

Operation  of  organization  as  affecting  exemption  from  tax 6831 

Police  relief  association,  exemption  (Example  4) 6853 

Political  subdivisions  of  State,  exemption 6860 

Pony  rides  (Example  11) 6676 

Posting  certificate  of  registry. . 6896 

Signs  stating  established  price,  tax  due,  and  sum  total 6891 

Poultry  exhibition,  exemptions  . 6862-6869 

Prepared  or  preserved  food  exhibition,  exemptions 6862-6869 

Prevention  of  cruelty  to  children  or  animals,  exemption  of  society  for 6831 

Price,  printing  on  tickets  or  cards  of  admission 6882 

Printing  tickets 6880-6888 

Private  charitable  organizations,  exemptions 6853 

Private  charities,  exemptions  (Example  5) 6823 

Private  schools,  exemption  (Example  3) 6839 

Promulgation  of  regulations 6911 

Property  supplied  as  “amount  paid  for  admission” 6717 

Purchase  of  property,  amount  paid  as  “amount  paid  for  admission” 6703 

Race  meets,  exemptions 6869 

Railway  car  or  train  as  “place”  to  which  admissions  are  taxable  (Example  2) . 6655 

Rate  of  tax 6647 

Box-office  sales  in  excess  of  established  price 6805 

Brokers’  sales  in  excess  of  established  price 6808 

Cabaret 6790 

Free  admissions 6739,  6766 

Leases  of  boxes  or  seats 6778 

Reduced-rate  admissions 6735,6748 

Roof  gardens 6790 

Receipts,  roof  gardens  and  cabarets 6890 
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Records,  Taxes  on  Admissions 6898,  6901,  6904 

Taxes  on  Charges  in  Excess  of  Established  Price 1 . . 6898,  6902,  6904 

Reduced-rate  admissions,  basis  of  tax 6735,  6748 

Computation  of  tax 6735,  6748 

Date  of  admission  as  determining  taxability 6645 

Established  price 6720 

Marking  tickets 6740,6887 

Rate  of  tax 6735,6753 

Refreshments,  cabaret  performances 6790 

Public  performance  in  connection  with  service  of 6797 

Refunds  of  admissions,  reduction  of  established  price 6720 

Overcollections 6907 

Overpayments 6906 

Registry,  persons  collecting  tax,  etc 6896-6898 

Religious  organizations,  exemption 683 1 , 6832 

Rental,  charge  for,  as  charge  for  admission 6676-6699 

Report  of  annual  disbursements,  filing  by  claimant  of  exemption 6874 

Taxes  collected 6901,6902 

Resale  of  tickets 6753,  6766 

Reserved  seats,  charge  for  use  of,  as  charge  for  admission 6666 

Returns,  penalty  for  delinquency 6909 

Taxes  on  Admissions 6893,  6903 

Charges  in  Excess  of  Established  Price 6895*  6903 

Revenue  Act  of  1918: 

Analysis  of  provisions 6644 

Authority  for  regulations  in 6911 

Charges  in  excess  of  established  price 6805  6815 

Collection,  return,  and  payment  of  tax 6893-6904 

Credits  and  refunds 6905-6907 

Established  or  higher  price  admissions 6647-6720 

Exemptions 6817-6874 

Leases  of  boxes  or  seats 6778-6785 

Penalties 6909 

Reduced-rate  or  free  admissions 6735-6766 

Roof  gardens,  cabarets,  or  similar  entertainments 6790-6797 

Section  502 — 

Analysis  of 6644 

Regulations  under 6893-6904,6909 

Section  800 — 

Analysis  of 6644 

Regulations  under 6645-689 1 

Section  802 — 

Analysis  of 6644 

Regulations  under 6893-6904 

Section  903 — 

Analysis  of ........ . . , , .-  . . .... . . .- , 6644 

Regulations  under s 6893-6904,  6909 

Section  1308 — 

Analysis  of. 6644 

Regulations  under 6909 

Section  1309 — 

Analysis  of 6644 

Regulations  under 6893-6904,  6909 

Section  1310  (a) — 

Analysis  of-. 6644 

Regulations  under 6905-6907 

Section  1316  (a) — 

Analysis  of  ^ 6644 

Regulations  under .. .-  6905-6907 

Section  1317 — 

Analysis  of  6644 

Regulations  under .• . ...... . , . . .• . 6909 

Tickets  and  signs 6879-689 1 
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Roller  coaster  as  “place”  to  which  admissions  are  taxable  (Example  1) 6655 

Rolling  chairs  (Example  4) 6666 

Roof  gardens,  basis  of  tax 6790 

Bills  and  coupon  receipts 6890 

Computation  of  tax 6790 

Date  of  admission  as  determining  taxability 6645 

Rate  of  tax 6790 

Rowboats  (Example  10) 6676 

Sailors,  exemption 6859 

Free  admissions,  basis,  etc.,  of  tax 6739,6766 

“Persons  in  military  or  naval  forces”  defined 6748 

Reduced-rate  admissions,  basis  and  rate  of  tax 6735,6753 

Printing  or  marking  tickets,  etc 6740, 6887 

Sale  price,  printing  on  tickets  or  cards  of  admission 6882 

Salvation  Army,  exemption  of  entertainment  for  benefit  of  (Example  2) 6818 

Scenic  railway  as  “place”  to  which  admissions  are  taxable  (Example  1) 6655 

Scholarship  fund,  entertainment  to  raise  money  for  (Example  11) 6839 

Schools,  exemption 6839 

Scope  of  Taxes  on  Charges  in  Excess  of  Established  Price 6815 

Season  tickets,  computation  of  tax 6647,  6735,  6753 

Seats,  charge  for  use  of,  as  charge  for  admission 6666 

Serial  numbers,  printing  on  tickets  or  cards  of  admission 688 1, 6888 

Roof  garden  and  cabaret  bills  and  receipts 6890 

Services  rendered,  as  “amount  paid  for  admission” 6713 

Charge  for,  as  charge  for  admission 6676-6699 

Several  admissions  paid  for  at  once,  computation  of  tax 6647,  6735,  6753 

Sex,  status  as  to,  as  affecting  established  price  of  admission 6720 

Sight-seeing  automobile  as  “place”  to  which  admissions  are  taxable  (Ex- 
ample 2) ; 6655 

Signs  stating  established  price,  tax  due,  and  sum  total 6891 

Skating  rinks  (Examples  1,  14) 6676 

Social  settlement  entertainments  (Example  12) 6839 

Society  for  prevention  of  cruelty  to  children  or  animals,  exemption 683 1 

Soldiers,  exemption 6859 

Free  admissions,  basis,  etc.,  of  tax 6739,  6766 

“Persons  in  military  or  naval  forces”  defined 6748 

Reduced-rate  admissions,  basis  and  rate  of  tax 6735,  6753 

Printing  or  marking  tickets,  etc 6740,6887 

Speed-o-plane  as  “place”  to  which  admissions  are  taxable  (Example  1) 6655 

Sport  as  element  of  purpose  of  organization,  effect  as  to  exemptions  from  tax. . 6839 

States,  exemption _ 6860 

Steamboat  as  “place”  to  which  admissions  are  taxable  (Example  2) 6655 

Stockholders  of  corporation  as  owners  of  place  (Example  2) 6660 

Street  car  as  “place”  to  which  admissions  are  taxable  (Example  2) 6655 

Subscription  as  “lease”  (Example  4) 6785 

Computation  of  tax. 6647,  6735,  6753 

Swimming  pools  (Example  4) 6676 

Swinging  beach  chairs  (Example  3) 6666 

Charge  for  additional  time  (Example  2) 6673 

Symphony  orchestra  organizations,  exemptions 6858 

Tables,  charge  for  use  of,  as  charge  for  admission 6666 

Tennis  tournament  as  “place”  to  which  admissions  are  taxable  (Example  4) . . 6655 

Theater,  “bona  fide  employees”  (Example  2) 6744 

Theological  seminaries,  exemption 6832 

Thrift  stamps,  purchase  as  prerequisite  to  admission  (Example  1) 6703 

Tickets,  established  price  to  be  printed  on 6881 

Free  admissions,  printing  or  marking 6740, 6887 

Issuing,  prerequisites , . . . . 6888 

Marking 6740-6882,  6888 

Name  to  be  printed  on 6881 

Seller  to  be  printed  on 6882 

Necessity  for 6879,6889 

Printing .' 6880-6888 

Reduced-rate  admissions,  printing  or  marking 6740,6887 
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Tickets,  established  price  to  be  printed  on: — Concluded.  Paragraph 

Serial  numbers 6881,6888 

Taking  up  and  preservation 6889 

Time,  admission,  as  determining  liability  to  tax 6645 

Filing  claim  of  exemption 6874 

Payment  for  admission,  not  made  in  money 6717 

As  determining  liability  to  tax 6645 

“To  any  place”  defined 6655 

Toboggan  slide  as  “place”  to  which  admissions  are  taxable  (Example  1) . . . . 6655 

Track  meets,  “bona  fide  employees”  (Example  3) 6744 

Traveling  shows,  application  for  registry 6898 

Turkish  baths  (Example  12) 6676 

United  States,  exemptions 6861 

Universities,  exemptions 6839 

Vaudeville  in  connection  with  service  of  food 6797 

Voluntary  contributions  as  “amount  paid  for  admission” 6713 

War-stricken  people  abroad,  exemption  of  entertainment  for  benefit  of  (Ex- 
ample 3) 6853 

Whip  as  “place”  to  which  admissions  are  taxable  (Example  1) 6655 

Words  and  phrases.  See  Definitions,  ante. 

Young  Men’s  Christian  Association,  exemption  as  educational  organization 

(Example  10) 6839 

Exemption  as  religious  organization  (Example  6) 6832 

Young  Men’s  Hebrew  Association,  exemption  as  educational  organization 

(Example  10) 6839 

Exemption  as  religious  organization  (Example  6) 6832 

Zoological  park  association,  exemption  (Example  5) 6839 
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TAX  ON  ADMISSIONS  AND  DUES  REGULATIONS 


(T.  D.  2949.) 

6«1 2 Skating  rinks ; skating  privilege ; rental  of  skates.— Example  (1) 
6679  of  Article  10  of  Part  I of  Regulations  43,  which  reads  as  follows: 

“ Examples.— -(1)  Where  a skating  rink  (whether  it  makes  a 
charge  for  admission  to  the  building  or  not)  makes  a charge  of 
twenty-five  cents,  called  ‘skate  rental/  and  no  other  charge  for 
admission  to  the  ice  or  skating  floor,  this  twenty-five  cent  charge 
must  be  treated  as  an  ‘amount  paid  for  admission’  to  the  ice  or 
or  skating  floor,  as  it  clearly  does  not  represent  a reasonable 
charge  for  the  use  of  skates  for  one  evening.  (See  4 in  Table  A 
above.)  This  is  true  whether  or  not  a person  using  his  own  skates 
is  compelled  to  pay  this  ‘skate  rental’  or  not.  If,  however,  a 
reasonable  charge  (say  five  cents)  were  made  for  ‘skate  rental’ 
which  was  not  imposed  on  those  using  their  own  skates,  and  a 
separate  charge  was  made  for  ‘ admission  ’ to  the  ice  or  skating  floor,, 
then  only  the  latter  charge  would  be  an  ‘amount  paid  for  ad- 
mission’ to  the  ice  or  skating  floor  within  the  meaning  of  thq 
Act.  (See  paragraph  B above.)” 

is  hereby  amended  to  read  as  follows: 

691 B (1)  Where  a charge  is  made  for  admission  to  a building  or  in- 
closure in  which  a roller  or  ice  skating  surface  is  located,  such  charge 
is  taxable  the  same  as  an  admission  to  any  other  place  of  amusement 
regardless  of  whether  or  not  persons  paying  the  charge  are  also  furnished 
with  skates  and  admitted  to  the  skating  surface  without  the  payment 
of  an  additional  amount.  This  is  true  even  though  persons  using  their 
own  skates  are  charged  a less  amount  or  are  admitted  free.  Therefore, 
where  the  manager  of  a skating  rink  makes  a single  charge  of  50  cents 
for  admission  to  a building  or  inclosure,  the  skating  surface,  and  for  the 
use  of  skates,  the  tax  to  be  collected  in  this  case  is  5 cents.  The  same 
tax  would  be  payable  on  this  charge  if  it  covered  admission  to  the  building 
or  mdogure  only, 

6914  The  building  or  inclosure  in  which  the  skating  surface  is  located 
and  the  skating  surface  proper  are  separate  places  within  the  mean- 
ing of  the  law.  Therefore,  where  single  charges  are  made  for  admission 
to  the  building  and  the  skating  surface,  the  latter  charge  including  the 
rental  of  skates,  both  charges  are  taxable  as  amounts  paid  for  admission. 
For  example,  if  a charge  of  25  cents  is  made  for  admission  to  the  building 
or  inclosure  and  another  charge  of  25  cents  covering  rental  of  skates  and 
admission  to  the  skating  surface,  the  tax  to  be  collected  is  3 cents  on  each 
pharge, 

6915  Where  bona  fide  separate  charges  are  made  for  admission  to  the 
skating  rink,  skating  surface,  and  for  rental  of  skates,  and  persons 

using  their  own  skates  are  required  to  pay  the  first  two  charges  and  no 
more,  the  tax  attaches  only  with  respect  to  the  admission  charges.  For 
example,  where  20  cents  is  charged  for  admission  to  the  rink,  10  cents  for 
admission  to  the  skating  surface,  and  30  cents  for  skate  rental,  tax  would 
not  attach  to  the  skate  rental  charge. 
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691G  The  separate  charge  for  the  use  of  skates  will  be  regarded  as  bona  fide 
only  where  it  does  not  exceed  the  sum  of  the  amounts  expressly 
charged  for  admission  to  the  skating  rink  and  the  skating  surface.  For 
example,  where  10  cents  is  charged  for  admission  to  the  rink,  10  cents  for 
admission  to  the  skating  surface,  and  25  cents  for  skate  rental,  the  skate 
rental  cannot  be  regarded  as  bona  fide  separate  charge.  Therefore,  tax 
of  1 cent  must  be  paid  on  the  charge  for  admission  to  the  rink,  and  tax 
of  4 cents  on  the  sum  of  the  charges  for  admission  to  the  skating  surface 
and  the  rental  of  skates. 

0017  Where  no  charge  is  made  for  admission  to  the  skating  rink  and  a 
single  charge  covers  rental  of  skates  and  admission  to  the  skating 

surface,  tax  attaches  to  the  entire  amount  of  this  charge. 

0018  Where  charge  is  made  for  admission  to  the  skating  rink  and  separate 
charges  are  made  for  rental  of  skates  and  admission  to  the  skating 

surface,  the  admission  charges  only  are  taxable  provided  the  charge  for 
skates  does  not  exceed  the  admission  charges,  and  provided  persons  using 
their  owi  skates  are  required  to  pay  the  admission  charges  and  no  more. 

OOIO  Whether  a charge  is  made  for  admission  to  the  rink  or  not,  where 
persons  using  their  own  skates  are  required  to  pay  more  than  the 
charge  for  admission  to  the  skating  surface,  or  more  than  the  charge  made 
for  the  rental  of  skates  and  admission  to  the  skating  surface,  the  charge 
made  to  persons  using  their  own  skates  is  the  established  price  for  admission 
to  the  skating  surface,  and  tax  on  the  amount  of  this  charge  must  be  col- 
lected from  each  person  admitted  to  the  skating  surface,  whether  renting 
skates  or  using  his  own  skates.  For  example,  where  10  cents  is  charged 
for  admission  to  the  rink  (or  where  no  charge  is  made  for  admission  to  the 
rink),  10  cents  for  admission  to  the  skating  surface  and  10  cents  for  rental 
of  skates,  but  a person  using  his  own  skates  is  required  to  pa}^  25  cents, 
the  established  price  for  admission  to  the  skating  surface  is  25  cents. 
(T.  D.  2949,  signed  by  Commissioner  Daniel  C.  Roper,  and  dated  Novem- 
ber 15,  1919.) 
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TITLE.  X— SPECIAL  TAXES. 

[SPECIAL  EXCISE  TAX  ON  CORPORATIONS.] 

7000  Sec.  1000. — [For  this  law  provision  and  the  regulations 
thereunder  see  special  section  “Capital  Stock  Tax  on  Cor- 
porations” at  page  3000.] 

[SPECIAL  TAXES  ON  OCCUPATIONS.] 

7001  Sec.  1001.  That  on  and  after  January  1,  1919,  there 
shall  be  levied,  collected,  and  paid  annually  the  following  spe- 
cial taxes — • 

[Brokers.3 

7002  (1)  Brokers  shall  pay  $50.  Every  person  whose  business 
it  is  to  negotiate  purchases  or  sales  of  stocks,  bonds,  exchange, 
bullion,  coined  money,  bank  notes,  promissory  notes,  other 
securities,  produce  or  merchandise,  for  others,  shall  be  re- 
garded as  a broker.  If  a broker  is  a member  of  a stock 
exchange,  or  if  he  is  a member  of  any  produce  exchange,  board 
of  trade,  or  similar  organization,  where  produce  or  merchan- 
dise is  sold,  he  shall  pay  an  additional  amount  as  follows: 
If  the  average  value,  during  the  preceding  year  ending  June 
30,  of  a seat  or  membership  in  such  exchange  or  organization 
was  $2,000  or  more  but  not  more  than  $5,000,  $100;  if  such 
value  was  more  than  $5,000,  $150. 

[Pawn  Brokers.] 

7003  (2)  Pawnbrokers  shall  pay  $100.  Every  person  whose 
business  or  occupation  it  is  to  take  or  receive,  by  way  of 
pledge,  pawn,  or  exchange,  any  goods,  wares,  or  merchan- 
dise, or  any  kind  of  personal  property  whatever,  as  security 
for  the  repayment  of  money  loaned  thereon,  shall  be  regarded 
as  a pawnbroker. 

[Ship  Brokers.] 

7004  (3)  Ship  brokers  shall  pay  $50.  Every  person  whose 
business  it  is  as  a broker  to  negotiate  freights  and  other 
business  for  the  owners  of  vessels,  or  for  the  shippers  or  con- 
signors or  consignees  of  freight  carried  by  vessels,  shall  be 
regarded  as  a ship  broker. 

[Custom  House  Brokers.] 

7005  (4)  Customhouse  brokers  shall  pay  $50.  Every  person 
whose  occupation  it  is,  as  the  agent  of  others,  to  arrange  entries 
and  other  customhouse  papers,  or  transact  business  at  any 
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port  of  entry  relating  to  the  importation  or  exportation  of 
goods,  wares,  or  merchandise,  shall  be  regarded  as  a custom- 
house broker. 

[Theaters,  Museums,  and  Concert  Halls.] 

7006  (5)  Proprietors  of  theaters,  museums,  and  concert  halls, 

where  a charge  for  admission  is  made,  having  a seating  capac- 
ity of  not  more  than  two  hundred  and  fifty,  shall  pay  $50; 
having  a seating  capacity  of  more  than  two  hundred  and  fifty 
and  not  exceeding  five  hundred,  shall  pay  $100;  having  a 
Seating  capacity  exceeding  five  hundred  and  not  exceeding 
eight  hundred,  shall  pay  $150;  having  a seating  capacity  of 
more  than  eight  hundred,  shall  pay  $200.  Every  edifice 
used  for  the  purpose  of  dramatic  or  operatic  or  other  repre- 
sentations, plays,  or  performances,  for  admission  to  which 
entrance  money  is  received,  not  including  halls  or  armories 
rented  or  used  occasionally  for  concerts  or  theatrical  repre- 
sentations, and  not  including  edifices  owned  by  religious, 
educational  or  charitable  institutions,  societies  or  organiza- 
tions where  all  the  proceeds  from  admissions  inure  exclu- 
sively to  the  benefit  of  such  institutions,  societies  or  organi- 
zations or  exclusively  to  the  benefit  of  persons  in  the  military 
or  naval  forces  of  the  United  States,  shall  be  regarded  as  a 
theater:  Provided , That  in  cities,  towns,  or  villages  of  five 
thousand  inhabitants  or  less  the  amount  of  such  payment 
shall  be  one-half  of  that  above  stated:  Provided  further , 

That  whenever  any  such  edifice  is  under  lease  at  the  time 
the  tax  is  due,  the  tax  shall  be  paid  by  the  lessee,  unless 
otherwise  stipulated  between  the  parties  to  the  lease. 

ICircuses.] 

7007  (6)  The  proprietor  or |proprietors  of  circuses  shall  pay 
$100.  Every  building,  space,  tent,  or  area,  where  feats  of 
horsemanship  or  acrobatic  sports  or  theatrical  performances 
not  otherwise  provided  for  in  this  section  are  exhibited  shall 
be  regarded  as  a circus:  Provided , That  no  special  tax  paid 
in  one  State,  Territory,  or  the  District  of  Columbia  shall 
exempt  exhibitions  from  the  tax  in  another  State,  Territory, 
or  the  District  of  Columbia,  and  but  one  special  tax^shall 
be  imposed  for  exhibitions  within  any  one  State,  Territory, 
or  District. 

[Other  Public  Exhibitions  or  Shows.] 

7008  (7)  Proprietors  or  agents  of  all  other  public  exhibitions 
or  shows  for  money  not  enumerated  in  this  section  shall  pay 
$15:  Provided , That  a special  tax  paid  in  one  State,  Terri- 
tory, or  the  District  of  Columbia  shall  not  exempt  exhibi- 
tions from  the  tax  in  another  State,  Territory,  or  the  District 
of  Columbia,  and  but  one  special  tax  shall  be  required  for 
exhibitions  within  any  one  State,  Territory,  or  the  District 
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of  Columbia:  Provided  further , That  this  paragraph  shall 

not  apply  to  Chautauquas,  lecture  lyceums,  agricultural  or 
industrial  fairs,  or  exhibitions  held  under  the  auspices  of 
religious  or  charitable  associations:  Provided  further , That  an 
aggregation  of  entertainments,  known  as  a street  fair,  shall 
not  pay  a larger  tax  than  $100  in  any  State,  Territory,  or 
in  the  District  of  Columbia. 

[Bowling  Alleys  and  Billiard  Rooms.] 

7009  (8)  Proprietors  of  bowling  alleys  and  billiard  rooms  shall 
pay  $10  for  each  alley  or  table.  Every  building  or  place 
where  bowls  are  thrown  or  where  games  of  billiards  or  pool 
are  played,  except  in  private  homes,  shall  be  regarded  as  a 
bowling  alley  or  a billiard  room,  respectively. 

[Shooting  Galleries.] 

7010  (9)  Proprietors  of  shooting  galleries  shall  pay  $20.  Every 
building,  space,  tent,  or  area,  where  a charge  is  made  for 
the  discharge  of  firearms  at  any  form  of  target  shall  be  re- 
garded as  a shooting  gallery. 

[Riding  Academies.] 

7011  (10)  Proprietors  of  riding  academies  shall  pay  $100. 
Every  building,  space,  tent,  or  area,  where  a charge  is  made 
for  instruction  in  horsemanship  or  for  facilities  for  the  prac- 
tice of  horsemanship  shall  be  regarded  as  a riding  academy. 

[Passenger  Automobiles  for  Hire.] 

7012  (11)  Persons  carrying  on  the  business  of  operating  or 
renting  passenger  automobiles  for  hire  shall  pay  $10  for 
each  such  automobile  having  a seating  capacity  of  more 
than  two  and  not  more  than  seven,  and  $20  for  each  such 
automobile  having  a seating  capacity  of  more  than  seven. 

[Brewers,  Distillers,  Liquor  Dealers,  etc.] 

7013  (12)  Every  person  carrying  on  the  business  of  a brewer, 
distiller,  wholesale  liquor  dealer,  retail  liquor  dealer,  wholesale 
dealer  in  malt  liquor,  retail  dealer  in  malt  liquor,  or  manu- 
facturer of  stills,  as  defined  in  section  3244  as  amended  and 
section  3247  of  the  Revised  Statutes,  in  any  State,  Territory, 
or  District  of  the  United  States  contrary  to  the  laws  of  such 
State,  Territory,  or  District,  or  in  any  place  therein  in  which 
carrying  on  such  business  is  prohibited  by  local  or  municipal 
law,  shall  pay,  in  addition  to  all  other  taxes,  special  or  other- 
wise, imposed  by  existing  law  or  by  this  Act,  $1,000. 

7014  The  payment  of  the  tax  imposed  by  this  subdivision  shall 
not  be  held  to  exempt  any  person  from  any  penalty  or  punish- 
ment provided  for  by  the  laws  of  any  State,  Territory,  or 
District  for  carrying  on  such  business  in  such  State,  Territory, 
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or  District,  or  in  any  manner  to  authorize  the  commencement 
or  continuance  of  such  business  contrary  to  the  laws  of  such 
State,  Territory,  or  District,  or  in  places  prohibited  by  local 
or  municipal  law. 

IPresent  taxes  are  in  lieu  of  similar  taxes  imposed  by  the 
Revenue  Act  of  1916.] 

70  IS  The  taxes  imposed  by  this  section  shall,  in  the  case  of  per- 
sons upon  whom  a corresponding  tax  is  imposed  by  section 
407  of  the  Revenue  Act  of  1916,  be  in  lieu  of  such  tax. 

[Manufacturers  of  Tobacco,  Cigars,  and  Cigarettes.] 

7016  Sec.  1002.  That  on  and  after  January  1,  1919,  there 
shall  be  levied,  collected,  and  paid  annually,  in  lieu  of  the 
taxes  imposed  by  section  408  of  the  Revenue  Act  of  1916, 
the  following  special  taxes,  the  amount  of  such  taxes  to  be 
computed  on  the  basis  of  the  sales  for  the  preceding  year 
ending  June  30 — 

7017  Manufacturers  of  tobacco  whose  annual  sales  do  not 
exceed  fifty  thousand  pounds  shall  each  pay  $6; 

7018  Manufacturers  of  tobacco  whose  annual  sales  exceed  fifty 
thousand  and  do  not  exceed  one  hundred  thousand  pounds 
shall  each  pay  $12; 

7019  Manufacturers  of  tobacco  whose  annual  sales  exceed  one 
hundred  thousand  and  do  not  exceed  two  hundred  thousand 
pounds  shall  each  pay  $24; 

7020  Manufacturers  of  tobacco  whose  annual  sales  exceed  two 
hundred  thousand  pounds  shall  each  pay  $24,  and  at  the 
rate  of  16  cents  per  thousand  pounds,  or  fraction  thereof, 
in  respect  to  the  excess  over  two  hundred  thousand  pounds; 

7021  Manufacturers  of  cigars  whose  annual  sales  do  not  exceed 
fifty  thousand  cigars  shall  each  pay  $4; 

7022  Manufacturers  of  cigars  whose  annual  sales  exceed  fifty 

thousand  and  do  not  exceed  one  hundred  thousand  cigars 

shall  each  pay  $6; 

7023  Manufacturers  of  cigars  whose  annual  sales  exceed  one 
hundred  thousand  and  do  not  exceed  two  hundred  thousand 
cigars  shall  each  pay  $12; 

7024  Manufacturers  of  cigars  whose  annual  sales  exceed  two 
hundred  thousand  and  do  not  exceed  four  hundred  thousand 
cigars  shall  each  pay  $24; 

7025  Manufacturers  of  cigars  whose  annual  sales  exceed  four 

hundred  thousand  cigars  shall  each  pay  $24,  and  at  the  rate 

of  10  cents  per  thousand  cigars,  or  fraction  thereof,  in  respect 
to  the  excess  over  four  hundred  thousand  cigars; 

7026  Manufacturers  of  cigarettes,  including  small  cigars  weigh- 
ing not  more  than  three  pounds  per  thousand  shall  each  pay 
at  the  rate  of  6 cents  for  every  ten  thousand  cigarettes,  or 
fraction  thereof. 
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7027  In  arriving  at  the  amount  of  special  tax  to  be  paid  under 
this  section,  and  in  the  levy  and  collection  of  such  tax,  each 
person  engaged  in  the  manufacture  of  more  than  one  of  the 
classes  of  articles  specified  in  this  section  shall  be  considered 
and  deemed  a manufacturer  of  each  class  separately. 

[Users  of  Pleasure  Boats.] 

7028  Sec.  1003.  That  sixty  days  after  the  passage  of  this  Act, 
and  thereafter  on  July  1 in  each  year,  and  also  at  the  time 
of  the  original  purchase  of  a new  boat  by  a user,  if  on  any 
other  date  than  July  1,  there  shall  be  levied,  assessed,  col- 
lected, and  paid  in  lieu  of  the  tax  imposed  by  section  603  of 
the  Revenue  Act  of  1917,  upon  the  use  of  yachts,  pleasure 
boats,  power  boats,  and  sailing  boats,  of  over  five  net  tons, 
and  motor  boats  with  fixed  engines,  not  used  exclusively  for 
trade,  fishing,  or  national  defense,  or  not  built  according  to 
plans  and  specifications  approved  by  the  Navy  Department, 
a special  excise  tax  to  be  based  on  each  yacht  or  boat,  at 
rates  as  follows:  Yachts,  pleasure  boats,  power  boats,  motor 
boats  with  fixed  engines,  and  sailing  boats,  of  over  five  net 
tons,  length  not  over  fifty  feet,  $1  for  each  foot;  length 
over  fifty  feet  and  not  over  one  hundred  feet,  $2  for  each 
foot;  length  over  one  hundred  feet,  $4  for  each  foot;  motor 
boats  of  not  over  five  net  tons  with  fixed  engines,  $10. 

7029  In  determining  the  length  of  such  yachts,  pleasure  boats, 
power  boats,  motor  boats  with  fixed  engines,  and  sailing 
boats,  the  measurement  of  over-all  length  shall  govern. 

7030  In  the  case  of  a tax  imposed  at  the  time  of  the  orginal  pur- 
chase of  a new  boat  on  any  other  date  than  July  1,  and  in 
the  case  of  the  tax  taking  effect  sixty  days  after  the  passage 
of  this  Act,  the  amount  to  be  paid  shall  be  the  same  number 
of  twelfths  of  the  amount  of  the  tax  as  the  number  of  cal- 
endar months  (including  the  month  of  sale,  or  the  month  in 
which  is  included  the  sixty-first  day  after  the  passage  of  this 
Act,  as  the  case  may  be)  remaining  prior  to  the  following 
July  1. 

7031  If  the  tax  imposed  by  section  603  of  the  Revenue  Act  of  1917, 
for  the  fiscal  year  ending  June  30,  1919,  has  been  paid  in 
respect  to  the  use  of  any  boat,  the  amount  so  paid  shall 
under  such  regulations  as  the  Commissioner,  with  the  ap- 
proval of  the  Secretary,  may  prescribe,  be  credited  upon  the 
first  tax  due  under  this  section  in  respect  to  the  use  of  such 
boat,  or  be  refunded  to  the  person  paying  the  first  tax  im- 
posed by  this  section  in  respect  to  the  use  of  such  boat, 

M* 

[Receipt  in  lieu  of  stamp  for  excess  of  present  tax  over  pre- 
vious tax  for  fiscal  year  ending  June  30,  1919.] 

c 

7032  Sec.  1004.  That  if  the  tax  imposed  | by  section  407 
[special  taxes  on  occupations]  or  408  [tobacco,  etc.,  manu- 
facturers] of  the  Revenue  Act  of  1916,  for  the  fiscal  year 
ending  June  30,  1919,  has  been  paid  by  any  person  subject 
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to  the  corresponding  tax  imposed  by  this  title,  collectors 
may  issue  a receipt  in  lieu  of  special  tax  stamp  for  the  amount 
by  which  the  tax  under  this  title  is  in  excess  of  that  paid  or 
payable  and  evidenced  by  stamp  under  the  Revenue  Act  of 
1916.  Such  receipt  shall  be  posted  as  in  the  case  of  the 
special  tax  stamp,  as  provided  by  law,  and  with  it,  within 
the  place  of  business  of  the  taxpayer. 

[Credit  for  tax  paid  under  old  law  if  not  payable  by  stamp.] 

7033  If  the  corresponding  tax  imposed  by  section  407  of  the  Rev- 
enue Act  of  1916  was  not  payable  by  stamp,  the  amount  paid 
under  such  section  for  any  period  for  which  a tax  is  also 
imposed  by  this  title  may  be  credited  against  the  tax  imposed 
by  this  title. 

[Penalty  for  failure  to  pay  special  tax.] 

7034  Sec.  1005.  That  any  person  who  carries  on  any  busi- 
ness or  occupation  for  which  a special  tax  is  imposed  by  sec- 
tions 1000  [special  excise  tax  on  corporations],  1001  [occu- 
pations], or  1002  [tobacco,  etc.,  manufacturers],  without 
having  paid  the  special  tax  therein  provided,  shall,  besides 
being  liable  for  the  payment  of  such  special  tax,  be  subject 
to  a penalty  of  not  more  than  $1,000  or  to  imprisonment  for 
not  more  than  one  year,  or  both. 

[Harrison  Narcotic  Act.] 

7035  Secs.  1006,  1007,  and  1008. — -[Not  included  herein.] 
[Qualified  Repealer  of  Act  of  Oct.  22,  1914,  as  extended] 

7036  Sec.  1009.  That  the  Act  approved  October  22,  1914, 
entitled  “An  Act  to  increase  the  internal  revenue,  and  for 
other  purposes,”  and  the  joint  resolution  approved  Decem- 
ber 17,  1915,  entitled  “Joint  resolution  extending  the  pro- 
visions of  the  Act  entitled  ‘An  Act  to  increase  the  internal 
revenue,  and  for  other  purposes,’  approved  October  twenty- 
second,  nineteen  hundred  and  fourteen,  to  December  thirty- 
first,  nineteen  hundred  and  sixteen,”  are  hereby  repealed, 
except  that  the  provisions  of  such  Act  shall  remain  in  force 
for  the  assessment  and  collection  of  all  special  taxes  imposed 
by  sections  3 and  4 thereof,  or  by  such  sections  as  extended 
by  such  joint  resolution,  for  any  year  or  part  thereof  ending 
prior  to  January  1,  1917,  and  of  all  other  taxes  imposed  by 
such  Act,  or  by  such  Act  as  so  extended,  accrued  prior  to 
September  8,  1916,  and  for  the  imposition  and  collection  of  all 
penalties  or  forfeitures  which  have  accrued  or  may  accrue  in 
relation  to  any  of  such  taxes. 

[General  Administrative  Law  Provisions.] 

[Read  at  “Miscellaneous  Matters”  at  back  of  the  book.] 
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RULINGS,  REGULATIONS,  OPINIONS,  AND  DECISIONS 
UNDER  THE 

SPECIAL  TAXES  ON  OCCUPATIONS  LAW. 

NEW  LAW  PROVISIONS  AND  RATES  EFFECTIVE  JANUARY  1,  1919. 

[Read  ^7032  and  1|7033.] 

7037  Special  Tax  Stamps  to  be  Conspicuously  Placed  and  Kept  in  Place  of  Business. 
— Penalty. — Revised  Statutes:  Section  3239.  “Every  person  engaged  in  any 

business,  avocation,  or  employment,  who  is  thereby  made  liable  to  a special  tax,  except 
tobacco  peddlers,  [see  1[  7181],  shall  place  and  keep  conspicuously  in  his  establishment 
or  place  of  business  all  stamps  denoting  the  payment  of  said  special  tax;  and  any  person 
who  shall,  through  negligence,  fail  to  so  place  and  keep  said  stamps  shall  be  liable  to  a 
penalty  equal  to  the  special  tax  for  which  his  business  rendered  him  liable,  and  the  costs 
of  prosecution;  but  in  no  case  shall  said  penalty  be  less  than  ten  dollars.  And  where  the 
failure  to  comply  with  the  foregoing  provision  of  law  shall  be  through  willful  neglect  or 
refusal,  then  the  penalty  shall  be  double  the  amount  above  prescribed:  Provided , That 
nothing  in  this  section  shall  in  any  way  affect  the  liability  [1[  7034]  of  any  person  for  exer- 
cising or  carrying  on  any  trade,  business,  or  profession,  or  doing  any  act  for  the  exercising, 
carrying  on,  or  doing  of  which  a special  tax  is  imposed  by  law,  without  the  payment 
thereof.” 

[Comment:  For  the  convenience  of  our  subscribers  we  reprint  the  above  Section  3239, 
from  the  general  Internal  Revenue  Laws. 

On  the  license  (stamp)  given  to  brokers  and  other  special-tax  payers  appears  the  fol- 
lowing notice: 

“Severe  penalties  are  imposed  for  neglect  or  refusal  to  place  and  keep  this  stamp  con- 
spicuously in  your  establishment  or  place  of  business.”] 

7038  Twenty-five  per  cent  penalty  for  failure  to  make  returns. — [See  H7034  for  penalty 
for  carrying  on  business  without  having  paid  the  special  tax.]  Attention  is 

invited  to  T.  D.  239,  under  date  of  November  3,  1900,  which  was  published  under  stress 
of  certain  conditions  which  were  developed  mainly  through  the  assessment  and  collection 
of  the  large  number  of  new  special  taxes  created  by  the  act  of  June  13,  1898. 

7039  It  was  found  that  in  many  cases  collectors  were  unable  to  furnish  all  tax- 
payers in  their  districts  with  the  blanks  prescribed  by  this  office  in  time  to  enable 

them  to  file  their  returns  of  tax  duly  signed  and  sworn  to  before  the  close  of  the  month 
in  which  their  liabilities  were  incurred.  The  failure  to  furnish  the  necessary  blanks  as 
stated  was  occasioned,  for  the  most  part,  either  on  account  of  the  extraordinary  demands 
made  upon  collectors’  offices  in  the  enforcement  of  new  legislation  or  because  in  many 
instances  persons  who  became  liable  to  special  tax  did  not  come  to  the  notice  of  collectors 
or  their  deputies  in  time. 

7040  It  was  held,  therefore,  in  effect,  by  the  decision  referred  to,  that  where  a 
person  liable  to  pay  a special  tax  disclosed  his  business  for  which  the  tax  was 

due  to  a collector  or  deputy,  or  asked  for  blanks  on  which  to  file  his  return,  at  any  time 
during  the  month  in  which  such  business  was  begun,  no  50  [25]  per  cent  penalty  should 
be  imposed.  It  was  not  intended,  however,  that  this  action  on  the  part  of  the  tax- 
payer would  relieve  him  of  the  obligations  to  file  the  prescribed  return  under  oath  placed 
upon  him  by  law. 

7041  As  the  wording  of  the  decision  referred  to  appears  to  have  been  construed 
by  many  taxpayers  as  well  as  some  collectors  as  not  requiring  such  sworn  return, 

the  decision  is  hereby  revoked,  and  in  lieu  thereof  it  is  held  that  where  a person  at  any 
time  during  the  month  of  commencing  business  voluntarily  discloses  to  a collector  or  his 
deputy  in  writing,  in  the  absence  of  the  necessary  blanks,  the  kind  of  business  he  is  en- 
gaged in,  or  about  to  be  engaged  in,  and  for  which  special  tax  is  required  to  be  paid,  col- 
lectors will  furnish  such  person,  as  soon  as  possible,  with  the  requisite  blanks  and  instruc- 
tions. No  penalty  of  50  [25]  per  cent,  will  be  assessed  in  such  cases,  provided  such  person 
files  with  the  collector  or  his  deputy  his  return,  duly  signed  and  verified,  not  later  than 
the  last  day  of  the  month  of  commencing  such  business  or  within  thirty  days  after  the 
blanks  have  been  furnished  him. 

7042  This  ruling  under  the  conditions  outlined  above  will  extend  the  time  only  for  proper 
completion  and  filing  of  returns  as  is  provided  by  section  3176,  Revised  Statutes 

[See  “Miscellaneous  Matters,”  at  the  back  of  the  book],  in  the  case  of  sickness  or  absence, 
and  will  in  no  manner  relieve  the  taxpaper  from  the  assessment  of  50  [25]  per  cent,  penalty 
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made  mandatory  by  law  upon  his  refusal  or  neglect  to  file  the  proper  return  under  oath. 

7043  Notifications  should  be  made  to  collectors  in  writing  as  a matter  of  record.  Persons 
claiming  to  have  given  verbal  notice  and  seeking  relief  from  penalties  on  this  ac- 
count will  not  be  given  favorable  consideration,  unless  such  claims  receive  the  unqualified 
corroboration  of  the  collector  or  a deputy  collector. 

7044  All  special  taxpayers  who  have  not  filed  the  proper  return  in  time,  but  who  have 
given  informal  notice  to  collectors  in  time,  should  be  reported  upon  the  assess- 
ment lists,  Form  23,  within  thirty  days  after  blanks  have  been  furnished,  with  the  date  of 
furnishing  said  blanks  and  the  date  of  the  receipt  of  the  return  under  oath.  (T.  D.  2260, 
Nov.  15,  1915.) 

7045  Comment:  [The  rulings  appearing  immediately  hereafterTin  smalljtype  were  pro- 
mulgated under  the  War  Revenue  Act  of  June  13,  1898,  under  the  Emergency 

Revenue  Act  of  October  22,  1914,  under  that  Act  as  extended,  or  under  the  Revenue  Act 
of  1916.  The  introductory  paragraphs  of  T.  D.  2046,  issued  November  9,  1914,  read  as 
follows:] 

7046  The  following  rulings,  made  under  the  special-tax  provisions  of  the  war  revenue 
act  of  June  13,  1898,  and  its  amendments,  which  were  identical  with,  or  essentially 

similar  to,  the  special-tax  provisions  of  the  act  of  October  22,  1914,  are  published  for  the 
information  and  guidance  of  all  concerned. 

7047  While  they  are  not  necessarily  controlling,  they  will  be  given  great  weight  in  con- 
struing the  requirements  of  the  later  act,  as  Congress,  in  practically  reenacting 

the  provisions  of  the  earlier  act,  must  be  considered  to  have  done  so  in  the  light  of  the  admin- 
istrative construction  given  to  that  act.  (T.  D.  2046,  Nov.  9,  1914.) 

[The  special  tax  provisions  of  the  Revenue  Acts  of  1916  and  1918  are  “identical  with,  or 
essentially  similar  to”  the  Act  of  October  22,  1914,  to  the  extent  that  such  provisions  are 
covered  by  the  rulings  in  small  type  that  follow,  except  that  bankers,  commercial  brokers, 
commission  merchants,  and  dealers  in  tobacco,  cigars  and  cigarettes  are  not  subject  to  tax, 
as  such,  under  the  later  Acts.] 


Brokers 

Stocks  and  Bonds,  Money,  Commercial  Paper,  etc. 

[New  law  and  rates  effective  January  1,  1919.] 

7048  (21)  The  loaning  of  money  for  oneself  or  for  others  on  commission  does  not  subject 

the  lender  to  special  tax  as  a broker;  but  if  a person  makes  it  a business  to  negotiate 
purchases  or  sales  of  stocks,  bonds,  exchange,  bullion,  coined  money,  bank  notes,  promisory 
notes,  or  other  securities,  for  himself  or  others,  he  is  required  to  pay  the  tax.  “It  is  only 
when  making  sales  and  purchases  is  his  business,  his  trade,  his  profession,  his  means  of 
getting  his  living,  or  making  his  fortune  that  he  becomes  a broker  within  the  meaning  of 
the  statute.”  (Warren  et  al.  v.  Shook,  91  U.  S.,  704. ). 

7 0 49  (22)  Persons  or  firms  acting  as  agents  for  parties  loaning  money  upon  promissory 

notes  secured  by  mortgages  are  not  brokers. 

7050  (23)  A lawyer  can  make  investments  for  clients  without  being  liable,  unless  he 

does  it  to  such  an  extent  that  it  can  be  called  a “business.” 

7 051  (24)  Loan  and  mortgage  companies  not  liable  for  loaning  money  on  notes  or  bonds 

secured  by  mortgage  or  trust  deed  on  real  estate.  If  they  purchase  notes,  bonds, 
nr  other  securities  they  become  liable  as  brokers. 

7052  (25)  A person  engaged  in  the  business  of  placing  loans  secured  by  notes  and 

mortgages  upon  real  estate,  acting  simply  as  agent,  receiving  a commission  for  his 
services  in  obtaining  the  application  for  the  loan  and  attending  to  the  execution  of  the  papers, 
is  not  a broker. 

7 0 53  (26)  A person  engaged  in  the  business  of  selling  real  estate,  acting  as  the  agent  of 

the  owner  in  finding  purchasers  and  receiving  a commission  for  his  services,  is  not 

a broker. 

7054  (27)  When  persons  negotiate  purchases  or  sales  of  promissory  notes,  if  these  are 

only  occasional  acts  and  do  not  constitute  their  regul.ar  business,  they  are  not 
brokers  within  the  meaning  of  the  act. 

7 0 55  (28)  Bucket-shop  proprietors  giving  memorandum  of  transactions  are  required  to 

pav  special  tax  as  brokers. 

7 056  (29)  The  principal’s  special-tax  stamp  for  his  place  of  business  in  another  city  covers 
the  transactions  only  at  that  place  of  business  and  can  not  cover  the  business  done 
elsewhere  at  a branch  office. 
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7057  (30)  Broker’s  tax  is  not  required  to  be  paid  at  branch  offices  where  a clerk  is 
employed  whose  sole  duty  is  to  receive  orders  and  transmit  them  by  wire  to  the 

head  of  the  office.  The  mere  receipt  and  transmission  by  clerks  of  orders  is  not  regarded  as 
carrying  on  the  business  of  a broker.  (Vol.  2,  Treas.  Dec.,  No.  19843.) 

7058  (31)  Special  tax  must  be  paid  for  every  branch  office  where  the  employee  in  charge 
not  only  receives  and  transmits  orders  with  the  money  to  the  main  office,  but  also 

receives  from  the  main  office  moneys  for  disbursement  to  customers,  or  keeps  accounts  with 
the  customers  at  the  branch  office,  or  does  other  business  with  relation  to  the  transactions 
of  brokers  at  such  branch  office.  Separate  special  tax  must  be  paid  and  a separate  stamp 
taken  out  for  every  “bucket  shop,”  whether  such  office  is  called  a branch  office  or  a main 
office.  (Vol.  2,  Treas.  Dec.  (1898),  No.  20374.) 

7059  (32)  It  is  the  language  of  the  statute,  and  not  the  ordinary  and  usual  meaning  of 
the  word  “broker,”  which  must  govern  in  determining  who  is  a broker  required  to 

pay  a special  tax.  (Vol.  1,  Treas.  Dec.  (1899),  No.  20549.) 

7060  (33)  While  a mining  syndicate  or  other  association  issuing  certificates  of  stock  in  a 
company  organized  by  it  is  not  required  to  pay  a special  tax  as  a broker  therefor,  a 

manager  or  other  person  employed  by  it  to  sell  such  certificates  on  commission  is  a broker 
and  required  to  pay  special  tax.  (Vol.  1,  Treas.  Dec.  (1899),  No.  20637.) 

7061  (34)  An  express  or  railway  agent  doing  business  for  his  principals  only,  not  a 
broker.  (Vol.  1,  Treas.  Dec.  (1898),  No.  20106.) 

7 0 62  (35)  Bills  of  exchange,  bonds  for  the  payment  of  money,  and  promissory  notes  are 

in  the  popular  acceptation  of  the  term  “securities”  for  money.  (Jennings  v.  Davis, 
31  Conn.,  139.) 

7 0 63  (36)  Securities:  “Evidence  of  indebtedness.”  “Written  assurance  for  the  return 

or  payment  of  money.”  (Anderson’s  Dictionary  of  Law.) 

7064  (37)  Proprietors  of  bucket  shops  who  issue  memoranda  of  their  transactions  in 
stocks  and  in  cotton,  grain,  etc.,  even  though  they  sell  only  “futures,”  are  re- 
quired to  pay  special  tax  both  as  brokers  and  as  commercial  brokers.  (Vol.  2,  Treas.  Dec. 
(1899),  No.  21607.) 

7065  (38)  Loan  and  mortgage  companies  are  not  liable  for  special  tax  as  brokers  unless 
they  engage  in  the  sale  of  the  securities  on  which  they  make  loans.  When  they 

engage  in  such  sales  they  become  brokers  and  are  required  to  pay  special  tax  accordingly. 
(Vol.  2,  Treas.  Dec.  (1899),  No.  21620.) 

7 0 66  (39)  An  express  company  engaged  in  the  business  of  buying  or  selling  foreign 

money  or  bills  of  exchange  is  required  to  pay  special  tax  as  a broker.  (Vol.  2, 
Treas.  Dec.  (1899),  No.  21709.) 

7067  (40)  No  person  or  firm  liable  to  special  tax  for  simply  buying  or  selling  real  estate 
on  commission.  (T.  D.  19755.) 

7068  (41)  Business  of  selling  land  on  commission,  taking  applications  for  farm  loans, 
and  writing  insurance,  is  not  the  business  of  a broker,  and  special  tax  is  not 

required.  (T.  D.  19872.) 

7069  (42)  Purchase  of  State,  county,  school,  or  district  orders,  or  warrants,  by  any 
person  does  not  subject  him  to  special  tax  as  a broker,  if  not  done  to  an  extent 

constituting  it  his  business.  (T.  D.  19885.) 

7070  (43)  Broker’s  special  tax  not  required  for  negotiating  loans  of  money.  (T.  D. 
19894.) 

7 071  (44)  Occasional  transactions  in  sale  of  sight  draft  do  not  necessitate  the  payment  of 

special  tax  as  broker.  (T.  D.  19937.) 

7072  (45)  Only  those  whose  business  it  is  to  negotiate  purchases  or  sales  of  the  securities 

contemplated  by  paragraph  two  of  section  2,  act  of  June  30,  1898  (subdivision  2, 
of  section  3,  act  of  October  22,  1914),  are  brokers  and  liable  to  tax.  (T.  D.  19940.) 

7 0 7 3 (46)  Special  tax  not  required  to  be  paid  by  a person  because  of  the  fact  of  his 

holding  a seat  on  the  stock  exchange,  if  he  transacts  no  business,  directly  or 
indirectly.  (T.  D.  19943.) 

7074  (47)  Special  tax  as  brokers  not  required  for  the  mere  cashing  of  checks  for  cus- 

tomers by  merchants.  (T.  D.  20026.) 

7 0 7 5 (48)  Persons  whose  practice  it  is  to  buy  fee  bills  of  witnesses  are  not  brokers. 

Such  paper  is  not  properly  described  by  any  of  the  terms  used  in  the  law,  to  wit, 
“stocks,  bonds,  exchange,  bullion,  coined  money,  bank  notes,  promissory  notes,  or  other 
securities.”  (T.  D.  21647.)  (T.  D.  2046,  Nov.  9,  1914.  SeeH7045.) 

707  6 One  who  holds  himself  out  as  dealing  in  exchange,  and  in  the  regular  course  of 
business  accepts  orders  and  takes  them  to  a bank  for  execution  by  the  latter, 
receiving  substantial  remuneration  for  his  services,  is  liable  to  tax  as  a broker.  (T.  D. 
2785,  Jan.  23,  1919.) 
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7077  Real  estate  agents  engaged  in  negotiating,  upon  a commission,  purchases  and 
sales  of  real  estate,  collecting  rents,  etc.,  do  not  incur  liability  as  brokers. — 

Reply  to  your  communication  of  the  30th  ult.,  you  are  informed  that  real  estate  agents 
engaged  in  negotiating,  upon  commission,  purchases  and  sales  of  real  estate,  collecting  rents, 
etc.,  do  not  incur  liability  as  brokers  under  the  provisions  of  Section  3,  Act  of  October  22, 
1914.  However,  if  in  connection  with  such  business  they  engage  in  negotiating  purchases 
or  sales  of  promissory  notes,  deeds  of  trust,  mortgages,  etc.,  then  special  tax  liability  as 
broker  is  incurred.  Further,  if  they  also  engage  in  the  brokerage  business  of  negotiating 
sales  of  goods,  wares,  and  merchandise,  additional  special  tax  liability  as  commercial  broker 
is  incurred.  (T.  D.  2083,  Dec.  8,  1914.) 


7078  Special-Tax  Liability  as  Broker  by  Dealer  in  Notes  and  Other  Securities  for 
Self. — Upon  further  consideration,  this  office  has  decided  to  revoke  the  ruling 
laid  down  in  T.  D.  2249.  Accordingly,  special-tax  liability  as  broker  is  not  incurred  on 
account  of  a person  negotiating  purchases  of  stocks,  bonds,  etc.,  solely  for  himself.  (T. 
D.  2263,  Nov.  15,  1915.) 


7079  Special-Tax  Liability  of  Branch  Offices  of  Brokers. — Referring  broker’s  thirty 
dollar  tax,  does  department  adhere  to  1898  Treasury  Decision  20,374  [see  (31) 

^[7058]?  We  respectfully  urge  that  language  of  statute  making  administrative  provision 
of  general  law  applicable  to  special  law  should  not  be  construed  to  include  substantive 
provision  imposing  additional  taxes  not  imposed  by  special  law.  Language  used  present 
act  distinctly  different  from  that  of  oleomargarine  and  filled  cheese  acts.  If  inclined  adhere 
to  old  decision,  will  department  accept  brief  before  reaching  final  conclusion?  (Answer.) 
Have  ruled  that  additional  special  tax  must  be  paid  to  cover  each  broker’s  branch  office. 
See  Section  3235  Revised  Statutes. 

[Sec.  3235,  Revised  Statutes.  “The  payment  of  the  special  tax  imposed  shall  not  exempt 
from  an  additional  tax  the  person  carrying  on  a trade  or  business  in  any  other  place  than  that 
stated  in  the  collector’s  register;  . . .”] 

7080  Telegram  December  eighth  received  relative  application  broker’s  tax  to  branch 
offices.  We  ask  ruling  on  following  question:  A corporation,  partnership  or  in- 
dividual dealer  in  investment  securities  selling  securities  which  it  owns  itself,  has  branch 
offices  under  the  control  of  managers  who  in  turn  employ  a number  of  agents  as  salesmen, 
both  the  managers  and  agents  being  employed  under  a contract  which  requires  them  to 
devote  their  whole  time  to  the  sale  of  the  securities  of  the  house  in  question.  Class  A of 
these  branch  offices  both  purchases  and  sells  securities  under  authority  of  the  house.  Class 
B sells  securities.  Are  either  or  both  of  these  classes  subject  to  the  broker’s  tax  of  thirty 
dollars?  We  refer  you  to  your  ruling  December  first  on  similar  question  presented  by  Mer- 
chants Association  relative  publishing  house.  (Answer.)  Special-tax  liability  as  brokers 
incurred  by  both  Class  A and  Class  B branch  offices.  (Rulings  given  to  Caldwell,  Masslich 
& Reed,  New  York,  N.  Y.,  signed  by  Commissioner  W.  H.  Osborn,  and  dated  December 
8-10,  1914.) 

7081  A bank’s  liability  to  broker’s  tax. — A bank  which  does  not  hold  itself  out  to  the 
public  as  engaged  in  the  negotiating  or  purchases  or  sales  of  stocks,  bonds,  etc., 

but  merely  negotiates  the  purchase  and  sale  thereof  for  depositors  and. other  patrons,  without 
remuneration  and  for  their  accommodation  only,  does  not  thereby  incur  liability  to  special 
tax  as  a broker.  (T.  D.  2782,  Dec.  24,  1918.) 

7082  Banks  Selling  Foreign  Exchange:  Broker’s  Tax  Liability. — Answering  your  letter 
of  July  18  and  July  20,  1918,  you  are  advised  that  a country  correspondent  bank 

of  a bank  located  in  a so-called  financial  center,  which  sells  its  own  draft  upon  a foreign 
correspondent  of  the  bank  in  the  financial  center,  the  honoring  of  which  draft  is  based  on  an 
arrangement  entered  into  by  the  city  bank  with  the  foreign  correspondent,  does  not  thereby 
incur  tax  liability,  under  Sub-division  2,  Section  407,  Act  of  September  8,  1916,  as  a broker. 

7083  Likewise  a country  bank  which  sells  travelers’  cheques  drawn  on  a correspondent 
domestic  bank  and  payable  through  a foreign  correspondent,  is  not  liable  to  tax 

as  a broker  under  said  Sub-division  2. 

7084  Reply  to  your  letters  was  deferred  pending  a conclusion  as  to  the  questions  raised 
by  them.  (Letter  to  the  First  National  Bank,  Chicago,  111.,  signed  by  Deputy 

Commissioner  B.  C.  Keith,  and  dated  October  19,  1918.) 
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Pawnbrokers. 

[New  lav/  and  rates  effective  January  1,  1919.] 

7 085  (49)  A person  is  not  required  to  pay  a special  tax  as  a pawnbroker  for  rare  or 

occasional  acts,  which  can  not  be  regarded  as  his  business  or  occupation.  (Circulal 
No.  508,  Aug.  8,  1898;  Vol.  2,  Treas.  Dec.  (1898),  No.  19843.) 

7086  (50)  Special  tax  of  pawnbroker  not  required  to  be  paid  for  making  loans  when  the 

chattels  are  not  taken  or  received  by  way  of  pledge,  pawn,  or  exchange.  (T.  D. 

20552.) 

7037  (51)  A person  using  no  tickets  in  his  business,  but  making  a pretense  of  buying 

articles  which  are  brought  to  him,  which  he  holds  with  a verbal  agreement  that 
the  articles  can  be  bought  back  again  by  the  person  selling  them,  upon  the  payment  of  a 
specified  bonus,  is  liable  to  special  tax  as  pawnbroker.  (T.  D.  20439.)  (T.  D.  2046, 

Nov.  9,  1914.  See  *117045.) 

Customhouse  Brokers. 

[New  law  and  rates  effective  January  1,  1919.] 

7083  (68)  If  the  complete  business  of  customhouse  brokers  is  transacted  by  parties 

at  offices  at  different  parts  of  one  district,  a separate  and  distinct  special  tax  must 
be  paid  for  each  of  their  offices,  under  the  provisions  of  section  3235,  Revised  Statutes,  page 
114  [1f7079].  (Circular  No.  508,  Aug.  8,  1898;  vol.  2,  T.  D.  No.  19843.) 

7 0 88  (69)  Transactions  for  which  customhouse  brokers’  special  tax  is  not  required  to  be 

paid.  (VoL  2,  T.  D.  (1898),  No.  20106.) 

7090  (70)  A special-tax  stamp  taken  out  by  a person  in  his  own  name  as  a customhouse 
broker  is  sufficient  to  cover  the  business  done  by  him  in  his  own  name,  at  the  place 

of  business  stated  therein,  whether  such  business  is  done  by  him  on  his  own  account  or  as 
an  agent  for  other  persons.  (T.  D.  20206.) 

7091  (71)  Bills  of  sale  of  vessel  property  are  “customhouse  papers”  in  contemplation 
of  the  statute,  and  a person  “whose  occupation  it  is,  as  the  agent  of  others,”  to 

prepare  such  bills  of  sale  is  required  to  pay  special  tax  as  a customhouse  broker.  (T.  D. 
20321.) 

7092  (72)  Persons  whose  occupation  it  is,  as  agents  for  others,  to  enter  and  clear  vessels 
at  the  customhouse,  can  not  be  relieved  from  payment  of  special  tax  as  custom 

house  brokers  on  the  ground  that  they  have  paid  special  tax  as  commercial  brokers,  which 
entitles  them  “to  negotiate  freights  or  other  business  for  the  owners  of  vessels.”  (T.  D. 
2321,20725.)  (T.  D.  2046,  Nov.  9,  1914.  See  If 7045.) 

7093  Revocation  of  Licenses  of  Customhouse  Brokers  for  Failure  to  Pay  Special  Tax 
Imposed  by  the  Emergency  Revenue  Law  of  October  22,  1914. — The  depart- 
ment is  in  receipt  of  your  letter  of  the  5th  instant,  in  which  you  request  to  be  advised 
whether  licenses  of  customhouse  brokers  are  subject  to  revocation  for  failure  to  pay  the 
special  tax  imposed  by  the  emergency  revenue  law  of  October  22,  1914. 

7094  In  reply  I have  to  state  that  you  should  ascertain  from  the  collector  of  internal 
revenue  in  your  district  the  names  of  those  brokers  who  have  failed  to  pay  the 

above-mentioned  tax.  Upon  the  ascertainment  of  these  names  you  are  directed  to  inform 
them  that  they  must  pay  said  tax  within  10  days  or  surrender  their  licenses.  If  such  action 
is  not  taken  by  any  broker  within  such  time,  you  will  institute  proper  proceedings  under  the 
provisions  of  section  2 of  the  act  of  June  10,  1910,  for  the  revocation  of  his  license.  (T.  D. 
35067,  Jan.  18,  1915.) 

7095  Special-Tax  Liability  Incurred  by  Persons  or  Firms  Holding  Themselves  out  as 
Customhouse  Brokers. — This  office  is  in  receipt  of  your  communication  of  the 

11th  instant,  regarding  certain  parties  who  are  licensed  under  the  customs  service  as  custom- 
house brokers,  but  who  have  not  paid  special  taxes  as  such  under  the  provisions  of  the  fifth 
subdivision  of  section  3,  act  of  October  22,  1914. 

7096  Replying,  you  are  informed  that,  under  the  fifth  subdivision  of  section  3,  act  afore- 
said, a customhouse  broker  is  defined  as — 

7097  Every  person,  firm  or  company,  whose  occupation  it  is,  as  the  agent  of  others,  to 
arrange  entries  and  other  customhouse  papers,  or  transact  business  at  any  port 

of  entry  relating  to  the  importation  or  exportation  of  goods,  wares,  or  merchandise.  * * * 

7098  Under  the  definition  as  set  forth,  this  office  is  of  the  opinion  that  a person  or  firm 
holding  himself  or  itself  out  to  the  public  as  engaged  in  the  occupation  of  custom- 
house broker,  either  by  maintaining  an  office  or  sending  out  literature,  advertising  matter, 
etc.,  is  required  to  pay  special  tax  under  the  provision  of  law  aforesaid. 
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7099  Accordingly,  this  office  will  issue  instructions  to  collectors  of  internal  revenue  to 
collect  special  taxes  from  all  parties  holding  themselves  out  as  above.  (T.  D. 
2321,  April  13,  1916.) 

Theaters,  Etc. 

[New  law  and  rates  effective  January  1,  1919.] 

71001(73)  Persons  are  not  required  to  pay  special  taxes  for  the  mere  occasional  renting 
of  their  hall  for  public  performances  to  dramatic  companies  or  other  persons  charg- 
ing entrance  money  therefor,  but  the  special  tax  of  $10  is  required  to  be  paid  by  such  persons 
or  companies  if  they  give  dramatic  performances  or  the  other  exhibitions  specifically  man- 
tioned  in  paragraph  8,  section  2.  (Subdivision  6,  Sec.  3,  Act  Oct.  22,  1914.) 

7101  (74)  Where  theaters  are  entirely  closed  to  performances  during  the  months  of 
July  and  August,  and  only  open  in  the  month  of  September,  the  special  tax  is  to 

be  reckoned  from  the  1st  day  of  September  to  the  1st  day  of  July  following,  at  the  rate  of 
$100  for  the  year  beginning  July  1.  (Nov.  1,  1914,  to  June  30,  1915,  current  year.)  (Cir- 
cular No.  508,  Aug.  8,  1898;  Vol.  2,  Treas.  Dec.  No.  19843.) 

7102  (75)  Moving-picture  shows  taxable  as  theaters  under  Section  6.  (T.  D.  2040.) 

7 1 03  (76)  A special-tax  stamp  taken  out  by  the  lessees  of  a theater  can  not,  upon  their 

transferring  their  lease  to  other  persons,  be  transferred  and  made  to  answer  for 
the  latter  persons  in  conducting  the  theater.  (T.  D.  20396.)  (T.  D.  2046,  Nov.  9,  1914. 

See  1T.7045) 

7 1 04  Sir.  Replying  to  your  communication  of  the  26th  ultimo,  you  are  informed  that 
after  careful  consideration  this  office  has  reached  the  conclusion  that  motion-picture 
theaters  come  under  the  sixth  paragraph  of  section  3 of  the  act  of  October  22,  1914,  and 
therefore  are  taxable  as  theaters.  (T.  D.  2040,  Nov.  3,  1914.) 

7105  This  office  has  previously  held  that  proprietors  of  air-domes,  in  which  operatic, 
dramatic  or  other  representations,  plays  or  performances,  motion  picture  shows, 
etc.,  for  admission  to  which  entrance  money  is  received,  are  given,  are  required  to  pay  special 
tax  under  the  provisions  of  the  eighth  subdivision  of  Section  3,  Act  of  October  22,  1914. 
71  06  However,  upon  further  deliberation,  it  is  now  of  the  opinion  that  the  proprietors 
of  such  air-domes  are  required  to  pay  special  tax  under  the  provisions  of  the  sixth 
subdivision  of  Section  3,  Act  aforesaid,  such  tax  being  based  upon  the  seating  capacity  of 
such  air-domes. 

71  07  Where  such  air-dome  is  adjacent  to  a theater  for  which  the  special  tax  has  been 
paid,  and  the  seating  capacity  of  the  air-dome  does  not  exceed  the  seating  capacity 
of  the  theater,  and  performances  are  not  given  simultaneously  in  the  air-dome  and  theater, 
the  special-tax  stamp,  secured  to  cover  the  theater,  will  cover  performances  given  in  the 
air-dome. 

7 1 08  Where  the  proprietor  of  a theater  operates  an  air-dome  at  another  location,  upon 
closing  his  theater  he  may  transfer  the  special-tax  stamp  issued  for  such  theater 
to  the  air-dome,  provided,  of  course,  the  seating  capacity  of  the  air-dome  does  not  exceed 
the  seating  capacity  of  the  theater,  and  the  special  tax  stamp,  issued  to  cover  performances 
given  in  an  air-dome,  may  be  transferred  to  cover  a theater  owned  by  the  same  party,  under 
the  above  conditions. 

7109  Proprietors  of  such  air-domes,  who  have  paid  special  taxes  under  the  eighth 
subdivision  of  Section  3,  Act  aforesaid,  unless  they  hold  special  tax  stamp  for  a 

theater  which  may  be  transferred  to  cover  such  air-domes,  will  be  required  to  take  out  special 
tax  stamp  under  the  sixth  subdivision  of  Section  3,  Act  aforesaid,  and  may  thereupon 
present  for  redemption  special  tax  stamp  secured  under  the  eighth  subdivision  above  men- 
tioned. Of  course,  under  such  circumstances,  liability  to  50  per  cent,  penalty  will  not  be 
incurred. 

7110  All  previous  rulings,  conflicting  with  the  above,  are  hereby  revoked.  (T.  D.  2217, 
June  11,  1915.) 

7111  Where  the  proprietor  of  a theater  makes  return  of  special  tax  within  the  time  re- 
quired by  law,  but  shows  its  seating  capacity  to  be  smaller  than  it  actually  is, 

thereby  indicating  liability  to  tax  at  a rate  lower  than  that  to  which  he  is  in  fact  liable, 
the  [25]  per  cent,  penalty  does  not  attach  to  a later  payment  covering  the  same  period  at  the 
proper  rate.  However,  if  the  first  return  was  fraudulent,  liability  to  the  [50]  per  cent, 
penalty  will  be  regarded  as  incurred.  The  same  rule  applies  where  liability  to  tax  at  a rate 
lower  than  that  to  which  the  taxpayer  is  actually  liable  is  indicated  by  misstatement  of  the 
population  of  the  place  in  which  the  theatre  is  located. 

7112  When,  after  payment  of  special  tax  at  a certain  rate  the  seating  capacity  of  a 
theater  is  increased  beyond  that  which  the  tax  previously  paid  is  sufficient  to 

cover,  tax  at  a higher  rate  must  be  paid  covering  the  period  beginning  with  the  first  day  of 
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the  month  in  which  the  seating  capacity  is  increased  and  ending  June  30th,  following.  If 
a return  disclosing  the  new  liability  is  not  made  during  the  month  in  which  the  change  takes 
place,  liability  to  a penalty  of  50  per  cent,  of  the  new  tax  is  incurred.  The  payment  of  tax 
at  the  higher  rate  does  not  entitle  the  taxpayer  to  refund  of  any  part  of  the  amount  first 
paid. 

7113  T.  D.  2117,  dated  January  11,  1915,  is  hereby  revoked.  (T.  D.  2775,  Nov.  29, 
1918.) 

7114  Sir:  Replying  to  your  communication  ofjihe  2d  instant,  you  are  informed  that, 

iu  accordance  with  the  provisions  of  T.  D.  2183  [U7154],  a separate  special  tax  is 

required  to  be  paid  for  each  separate  attraction  traveling  with  a carnival  company  for  which 
a separate  admission  is  charged. 

7115  Following  the  ruling  laid  down  in  T.  D.  2217  [^[7 1 1 1 -f-] , special  tax  is  required  to 
be  paid  for  every  dramatic,  operatic,  or  other  representation,  play,  or  performance 

for  admission  to  which  entrance  money  is  received  under  the  sixth  subdivision  of  section  3, 
act  of  October  22,  1914. 

7116  Companies  securing  a special-tax  stamp  or  stamps  under  the  provisions  of  the  sixth 
subdivision  of  section  3,  act  aforesaid,  and  moving  from  one  location  to  another, 

will  be  required  upon  each  move  to  have  the  collector  of  internal  revenue  transfer  the  stamp 
or  stamps  to  the  new  location.  Upon  moving  from  one  internal-revenue  district  to  another, 
it  will  also  be  necessary  to  have  the  collector  transfer  the  special-tax  stamp  or  stamps  to  the 
new  district. 

7117  T.  D.  2183  and  all  other  previous  rulings  in  conflict  herewith  are  amended  or  re- 
voked, as  the  case  may  be.  (T.  D.  2223,  July  9,  1915.) 

7118  This  office,  after  due  deliberation  and  full  consideration,  has  decided  to  revoke 
T.  D.  2297,  relating  to  tax  imposed  on  proprietors  of  theaters.  Revenue  officers, 

in  determining  the  tax  to  be  due  from  such  parties,  will  apply  the  general  rules  applicable  to 
all  internal  revenue  special  tax  payers. 

7119  j^Where  operatic  or  dramatic  or  other  representations,  plays  or  performances  are 

given  in  a hall  or  armory  only  occasionally,  for  example,  on  an  average  of  not 
exceeding  twice  a month,  the  proprietors  of  such  hall  or  armory  do  not  incur  special  tax 
liability. 

7 1 20  ^The  owners  or  agents  of  theatrical  troupes,  traveling  around  the  country  and  giving 
performances  in  halls  or  auditoriums  for  which  special  taxes  have  not  been  paid 
by  the  owners  or  lessees  thereof,  are  required  to  pay  special  tax  under  the  sixth  subdivision 
of  Section  3 of  the  Act  aforesaid,  and  may  have  their  special  tax  stamps  transferred  from 
place  to  place,  upon  application  to  the  Collector  of  Internal  Revenue.  It  will  suffice  if 
the  owner  or  agent,  upon  entering  a collection  district,  files  with  the  Collector  a statement 
as  to  the  theaters  and  towns  in  which  performances  are  to  be  given.  (T.  D.  2314,  March 
25,  1916.) 

Circuses 

[New  law  effective  January  1,  1919.] 

7121  (77)  Exhibitions  of  feats  of  horsemanship  (such  as  are  seen  in  circuses),  which 
occur  on  race  tracks,  are  subject  to  a special  tax  of  $100;  but  mere  tests  of  speed  of 

horses  in  racing  are  not  regarded  as  “feats  of  horsemanship”  within  the  meaning  of  paragraph 
7 of  section  2,  act  of  June  13,  1898.  (Subdivision  7,  sec.  3,  act  of  Oct.  22,  1914.) 

7122  (78)  Variety  shows,  whether  given  at  summer  resorts  or  elsewhere,  which  include 
“acrobatic  sports,”  come  within  the  definition  of  a circus  in  the  statute  which  re- 
quires special  tax  therefor. 

7123  (79)  When  a circus  is  exhibiting  in  any  State  in  the  month  of  July,  the  special  tax 
of  $100  is  required  to  be  paid  for  the  year  beginning  July  1.  If  in  the  following 

month  the  circus  goes  into  another  State,  the  special  tax  at  the  rate  of  $100  for  the  year  is 
to  be  reckoned  from  the  1st  day  of  August  to  the  1st  day  of  July  following,  and  a separate 
special-tax  stamp  must  be  taken  out  accordingly  for  that  State,  and  so  on. 

7 1 24  (80)  The  “theatrical  performances”  contemplated  by  paragraph  7,  section  2,  of 

the  act  of  June  13,  1898  (subdivision  7,  sec.  3,  act  of  Oct.  22,  1914),  are  only  those 
which  are  given  in  connection  with  a circus. 

7125  (81)  A show  under  canvas  exhibiting,  among  other  things,  acrobatic  and  athletic 

exercises,  but  no  feats  of  horsemanship,  and  having  no  menagerie,  is  not  subject 
to  special  tax  as  a circus  ($100)  under  paragraph  7 of  section  2,  act  of  June  13,  1898,  if  the 
acrobatic  exercises  are  so  few  and  simple  as  to  make  it  unreasonable  to  hold  that  they  con- 
stitute the  show  a circus.  (T.  D.  19944.) 
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7126  (82)  A small  wagon  show  having  no  “circus  feats,  ’’but  only  “such  acts  as  trapeze, 
wire  walking,  trained  ponies,  singing,  and  dancing,”  is  not  to  be  regarded  as  a 

circus  within  the  meaning  and  intent  of  paragraph  7 of  section  2,  act  of  June  13,  1898.  It  is 
a show  coming  under  the  eighth  paragraph,  for  which  the  special  tax  of  $10  is  required  to 
be  paid.  (T.  D.  19975.)  (T.  D.  2046,  Nov.  9,  1914.  See  ^7045.) 

Public  Exhibitions. 

[New  law  and  rates  effective  January  1,  1919.] 

7127  (83)  The  show  of  a medicine  vender  (consisting  of  various  “athletic,  humorous, 
and  comic  performances,”  there  being  given  also  an  exhibition  of  ropewalking 

and  trapeze  performance,  the  object  being  merely  to  attract  a crowd),  liable  to  a tax  of  $10 
under  paragraph  8,  act  of  June  13,  1898,  instead  of  $100  under  paragraph  7.  (T.  D.  19830.) 

7128  (84)  The  “theatrical  performances”  contemplated  by  this  paragraph  are  only 
those  which  are  given  in  connection  with  a circus. 

7 1 29  (85)  Agricultural  associations  are  required  to  pay  a special  tax  at  the  rate  of  $10 

for  exhibitions,  including  horse  racing. 

7 1 30  (86)  Exhibitions  and  shows  given  on  fair  grounds,  but  not  under  management  of 

the  fair  association,  are  required  to  pay  special  tax. 

7131  (87)  A lecturer  using  a stereopticon  to  illustrate  his  lectures,  and  charging  an 

admission  fee,  is  liable  to  the  special  tax  as  giving  a public  exhibition  or  show  for 

money. 

71  32  (88)  If  an  exhibition  is  given  in  more  than  one  State  the  law  requires  payment  of 

special  tax  for  every  such  State. 

7 1 33  (89)  Amateur  theatrical  exhibitions,  either  in  private  houses  or  licensed  public 

halls,  for  payment  of  expenses  incurred  in  giving  the  exhibition  and  not  for 
pecuniary  profit  of  the  performers  or  the  manager,  are  not  such  performances  as  are  subject 
to  tax. 

7134  Amateur  clubs  or  local  organization  giving  exhibitions,  even  though  they  charge 
an  admission  price,  are  not  required  to  pay  special  tax  therefor  if  the  proceeds  are 
not  for  the  pecuniary  profit  of  the  clubs  or  associations,  but  are  devoted  to  some  charitable 
or  public  object  and  payment  of  expenses.  (Vol.  1,  Treas.  Dec.  (1899),  No.  20840.) 

7 1 35  (90)  Concert  gardens  where  no  admission  fee  is  charged,  but  where  beer  and  other 

drinks  are  sold  and  shows  or  stage  entertainments  are  given,  are  within  the  meaning 
of  this  paragraph,  and  the  special  tax  of  $10  must  be  paid  therefor.  (Vol.  2,  Treas.  Dec. 
No.  19843.) 

7136  (91)  Exhibitions  and  shows  for  which  special  tax  is  required  to  be  paid.  (Vol.  2, 

Treas.  Dec.  (1898),  Decisions  Nos.  19749,  traveling  shows;  19826-19830,  medicine 
vender’s  show;  19873,  horse  races;  19968,  exhibition  at  park  or  gardens;  19976,  exhibition 
or  show  in  a saloon;  20121,  nickel-in-slot  machine,  liable  under  certain  conditions;  20190, 
exhibitions  by  an  athletic  association;  20261,  phonograph  parlor;  20270,  concert  hall.) 
7 1 37  (92)  Entertainments  for  which  special  tax  is  not  required  to  be  paid.  (Vol.  2, 

Treas.  Dec.  (1898),  Decisions  Nos.  19752,  amateur  theatricals;  19941,  halls; 
19977,  lecturers  or  elocutionists;  20029,  circus  performances  at  county  fairs;  20115,  merry- 
go-round;  20123,  illustrated  lectures  (educational  association  exclusively);  20124,  harvest 
show;  20165,  fortune  telling;  20228,  football,  baseball,  etc.;  20242,  theatrical  entertainment 
for  benefit  of  fire  department;  20273,  bands  in  city  parks;  20314,  pianoforte  lecture  recital; 
20319,  store  show  (monkeys);  20337,  university  exhibitions.) 

7 1 38  (93)  Special  tax  is  not  required  to  be  paid  by  proprietors  of  restaurants  or  cafes 

for  employing  bands  of  music  or  orchestras  during  meal  hours  for  the  benefit  of 
their  patrons,  no  admission  price  being  charged  and  no  performance  or  exhibition  being 
given  in  connection  therewith.  Former  rulings  tending  to  a different  conclusion  modified. 
(Vol.  2,  Treas.  Dec.  (1899),  No.  21522.) 

7139  (94)  An  entertainment  given  by  a railway  company,  to  which  no  admission  price 

is  charged,  is  not  regarded  as  an  exhibition  or  show  for  money.  (Vol.  2,  Treas. 
Dec.  (1899),  No.  21559.) 

7 1 40  (95)  Special  tax  not  required  for  bands  of  music  playing  in  saloons  to  which  no 

price  of  admission  is  charged,  and  where  persons  visiting  such  places  are  not  under 
any  obligation  to  buy.  (Vol.  2,  Treas.  Dec.  (1899),  No.  21636.)  (T.D.  2046,  Nov. 

9,  1914.  See  U7045.) 

7141  With  reference  to  the  opinion  of  the  court  in  the  case  of  the  Redpath  Lyceum 
Bureau  v.  Pickering,  collector,  decided  by  the  District  Court  of  the  United  States 
for  the  Southern  District  of  Illinois,  involving  the  construction  of  the  proviso  exempting 
from  the  tax  imposed  by  the  eighth  subdivision  of  section  3 of  the  act  of  October  22,  1914, 
which  proviso  reads  as  follows  [The  same  proviso  occurs  in  the  Revenue  Act  of  1918,  see 
If 7008.]: 
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Provided  further,  That  this  paragraph  shall  not  apply  to  chautauquas,  lecture  lyceums, 
agricultural  or  industrial  fairs,  or  exhibitions  held  under  the  auspices  of  religious  or  charitable 
associations — 

in  order  that  the  same  may  be  properly  understood  it  is  stated  that  it  appears  that  this  case 
was  based  upon  assessments  made  on  account  of  about  20  entertainments  of  miscellaneous 
character,  not  lectures,  given  in  the  eighth  district  of  Illinois;  that  it  was  urged  that  the 
Redpath  Lyceum  Bureau  belongs  to  a class  exempted  by  the  proviso;  that  exemption  from 
tax  was  further  claimed  on  the  ground  that  the  entertainments  were  given  under  the 
auspices  of  religious  organizations;  that  such  claim  was  based  upon  an  agreement  whereby 
certain  churches  received  a commission  for  the  sale  of  tickets,  such  arrangement  constituting 
practically  the  only  connection  of  the  churches  with  the  entertainments;  that  tax  as  pro- 
prietor of  one  show  or  exhibition  had  been  paid  to  the  collector  of  internal  revenue  for  the 
first  district  of  Illinois;  and  that  it  was  contended  that  payment  of  such  tax  covered  all 
exhibitions  given  in  the  State  of  Illinois. 

7142  The  courts  held  as  follows: 

- - First.  The  Redpath  company  is  not  a lecture  lyceum  within  the  meaning  of  the 

act,  and  is  not  exempt. 

Second.  The  entertainments  given  at  Springfield  were  not  under  the  auspices  of  the  Spring- 
field  churches. 

Third.  The  tax  stamps  issued  to  the  Redpath  Lyceum  Bureau  by  the  collector  at  Chicago 
covered  only  entertainments  given  at  57  East  Jackson  Boulevard,  Chicago. 

The  companies  of  artists,  performers,  actors,  orchestras,  quartets,  illustrators,  imitators, 
magicians,  dramatic  or  operatic  companies  or  other  entertainers  appearing  on  Redpath 
programs  at  other  places  in  the  State  were  required  to  pay  the  legal  tax  once  each  for  the 
State  of  Illinois. 

Judgment  for  defendant.  (Affirmed.  See  Tf  7143.)  (T.  D.  2448,  Feb.  14,  1917.) 

7143  The  appended  decision  of  the  United  States  Circuit  Court  of  Appeals  for  the 
Seventh  Circuit,  in  the  case  of  Redpath  Lyceum  Bureau  v.  John  L.  Pickering, 

collector  of  internal  revenue,  is  published  for  the  information  of  internal-revenue  officers 
and  others  concerned.  (T.  D.  2684,  March  28,  1918.) 

U.  S.  Circuit  Court  of  Appeals  for  the  Seventh  Circuit. 

(251  Fed.  49.) 

Redpath  Lyceum  Bureau,  plaintiff  in  error,  v.  John  L.  Pickering,  collector,  defendant  in 

error. 

Error  to  the  District  Court  of  the  United  States  for  the  Southern  District  of  Illinois,  Southern 

Division. 

Before  Kohlsaat,  Alschuler,  and  Evans,  Circuit  Judges. 

7144  For  convenience  the  parties  are  termed  plaintiff  and  defendant,  as  in  the  lower 
court. 

7 1 45  The  writ  of  error  issued  out  of  the  District  Court  from  an  order  of  the  court  entered 
on  an  agreed  state  of  facts,  the  jury  being  waived,  denying  judgment  for  the  re- 
covery of  certain  Federal  taxes  paid  under  protest  by  plaintiff  to  defendant  August  31,  1916, 
and  September  22,  1916,  assessed  under  section  3,  clause  8,  of  the  act  of  October  22,  1914  (38 
Stat.,  745),  and  acts  amendatory  thereof,  wherein  it  is  provided — 

That  on  and  after  November  first,  nineteen  hundred  and  fourteen,  special  taxes  shall  be, 
and  hereby  are,  imposed  annually  as  follows,  that  is  to  say:  * * * 

Eighth.  Proprietors  or  agents  of  all  other  public  exhibitions  or  shows  for  money  not 
enumerated  in  this  section  shall  pay  $10;  * * * Provided  further , That  this  paragraph 

shall  not  apply  to  Chautauquas,  lecture  lyceums,  agricultural  or  industrial  fairs,  or  ex- 
hibitions held  under  the  auspices  of  religious  or  charitable  associations. 

7146  It  is  the  claim  of  plaintiff  that  its  attractions  come  within  the  terms  of  the  excep- 
tions of  the  statute. 

7147  Plaintiff  is  a corporation  engaged  in  the  business  of  supplying  Chautauquas  and 
lyceum  courses  throughout  the  United  States.  As  a part  of  this  business  it  makes 

contracts  whereby  certain  lecturers,  dramatic  readers,  musicians,  and  other  entertainers, 
known  under  the  term  talent,  agree  to  appear  at  designated  places  for  a fixed  compensation, 
in  the  churches,  Y.  M.  C.  A.  halls,  or  other  selected  places  outside  the  usual  professional 
entertainment  halls,  the  plaintiff  usually  dividing  receipts  with  the  local  organization.  The 
entertainments  purport  to  be  both  educational  and  entertaining,  and  intended  to  increase 
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the  local  culture.  They  constitute  well-known  and  popular  features,  such  as  lectures,  in- 
structive and  amusing,  and  the  many  light  numbers  familiar  to  the  public. 

7148  The  taxes  were  not  assessed  and  collected  upon  all  the  entertainments  offered  by 
plaintiff,  but  upon  only  such  as  the  collector  decided  did  not  come  within  the  statutory 
exception,  a list  whereof  is  set  out  in  the  declaration  and  in  Exhibits  B and  C to  the  declar- 
ation, together  with  the  amount  of  the  tax. 

7149  On  hearing,  the  district  court  sustained  the  action  of  the  collector  and  found  the 
issues  for  the  Government,  with  costs. 

7 1 50  This  action  was  assigned  for  error,  as  also  the  holding  that  plaintiff  was  amenable 
to  the  payment  of  Federal  taxes  in  more  than  one  district  in  the  State  of  Illinois. 
Kohlsaat,  Circuit  Judge,  delivered  the  opinion: 

7151  There  is  no  system  of  entertainments  known  as  lecture  lyceums.  The  term  defines 
no  well-known  method  of  public  entertainment,  save  as  we  may  gather  meaning 
from  the  aggregation  of  the  two  words.  The  district  court  evidently  construed  the  exemption 
as  appertaining  to  such  features  as  the  lyceum  itself  produced,  not  deeming  the  exemption 
to  apply  to  professional  show  features  in  and  of  themselves  being  complete  entertainments. 
We  see  no  reason  why  a performance  which  in  one  case  might  be  a vaudeville  performance 
and  subject  to  the  tax  should,  when  hired  and  produced  by  a so-called  lyceum  company, 
be  exempt  therefrom.  Of  course,  a Chautauqua,  agricultural  or  industrial  fair,  or  exhibi- 
tions held  under  the  auspices  of  religious  or  charitable  associations  might  present  the  same 
attractions.  In  such  case  it  would  seem  that  Congress  has  described  a distinct  entity.  We 
are  not  advised  what  a lecture  lyceum  means,  but  are  of  the  opinion  that  it  does  not  include 
mere  independent  show  units  engaged  for  the  occasion,  whether  shown  alone  or  as  an  anti- 
dote for  somnolence. 

71  52  The  act  expressly  provides  that  the  tax  shall  be  imposed  annually,  and  only  once 
within  [the  year]  in  any  given  State.  We  discover  in  the  record  no  attempt  to 
transgress  that  provision,  notwithstanding  the  assignment  of  error  to  that  effect.  The 
ultimate  facts  are  apparent  upon  the  record.  The  assessment  of  a part  of  the  tax  on  two 
separate  dates  does  not  show  that  the  tax  was  demanded  twice  in  one  year. 

7153  The  judgment  of  the  district  court  is  affirmed.  (251  Fed.  49:  T.  D.  2684,  March 
28,  1918.) 

7154  Replying  to  your  communication  of  the  19th  inst.,  you  are  informed  that  where 
a circus  goes  on  the  road,  exhibiting  feats  of  horsemanship,  acrobatic  sports,  or 

theatrical  performances,  special  tax  is  required  at  the  rate  of  $100.00  per  annum,  under  the 
7th  subdivision  [^[7007]  of  Section  3,  Act  of  October  22,  1914.  For  each  additional  attrac- 
tion, side-show,  etc.,  for  admission  to  which  a separate  charge  is  made,  special  tax  liability 
is  incurred  therefore  under  the  8th  subdivision  [^[7008]  of  Section  3,  Act  aforesaid,  at  the 
rate  of  $10.00  per  annum. 

7 1 55  For  wagon  shows,  dog  and  pony  shows,  and  other  similar  exhibitions,  which  do  not 
come  under  the  heading  of  circuses,  as  defined  in  the  7th  subdivision  of  Section  3, 
Act  aforesaid,  special  tax  is  required  to  be  paid,  at  the  rate  of  $10.00  per  annum,  under  the 
8th  subdivision,  Section  3,  of  such  Act. 

7155  Traveling  carnival  companies,  if  charging  one  general  admission  to  the  grounds, 
are  required  to  pay  special  tax  at  the  rate  of  $10.00  per  annum,  under  the  8th  sub- 
division of  Section  3,  and  for  each  separate  attraction,  for  which  a separate  admission  is 
charged,  an  additional  tax  is  required  to  be  paid  under  said  subdivision,  at  the  rate  of  $10.00 
per  annum. 

7157  The  above  taxes  are  required  to  be  paid  in  each  state,  territory  or  District  of  Colum- 
bia, in  which  exhibitions  or  performances  are  given,  but  are  only  required  to  be 

paid  once  in  any  one  state,  territory  or  the  District  of  Columbia,  and  the  tax  due  should  be 
computed  from  the  month  in  which  such  exhibitions  are  first  given  in  such  states,  up  to 
June  30,  1915.  After  June  30,  1915,  if  performances  are  continued,  a new  special  tax  must 
be  paid,  at  the  same  rates,  for  the  period  ending  December  31,  1915.  (T.  D.  2183,  March 
26,  1915.) 

Bowling  Alleys  and  Billiard  Rooms. 

[New  law  and  rates  effective  January  1,  1919.] 

[Note  that  all  alleys  and  tables  not  in  private  houses  are  taxable  under  the  Revenue  Act 
of  1918.] 

7158  (96)  Social  clubs  open  only  to  members  are  not  required  to  pay  special  tax  on 
billiard  tables.  (Circular  No.  508,  Aug.  8,  1898;  vol.  2,  Treas.  Dec.  No.  19843.) 

7159  (97)  Club  not  required  to  pay  special  tax  on  its  billiard  tables.  (Vol.  2,  Treas. 
Dec.  (1898),  No.  19743.) 
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7 1 60  (98)  A person  for  the  time  being  in  the  possession  and  control  of  a billiard  table 

in  a place  or  building  open  to  the  public  is  prima  facie  the  proprietor  of  a billiard 
room  and  liable  to  pay  the  special  tax  therefor,  even  if  the  general  property  and  ultimate 
control  of  the  table  or  place,  or  either  of  them,  be  in  some  one  else.  (United  States  v.  Howard, 
13  Int.  Rev.  Rec.,  118.) 

7161  (99)  Special-tax  stamp  to  be  issued  for  each  bowling  alley,  pool  or  billiard  table. 

(Vol.  2,  Treas.  Dec.  (1898),  No.  19610.) 

7 1 62  (100)  Bagatelle  table  not  liable  to  special  tax.  (Vol.  2,  Treas.  Dec.  (1898), 

No.  20102.) 

7163  (101)  Tivoli  table  not  liable  to  special  tax.  (Vol.  2,  Treas.  Dec.  (1898),  No. 
20126.) 

7164  (102)  Bowling  alley  at  Sunday-school  picnics  or  at  colleges,  special  tax  not  re- 
quired. (Vol.  2,  Treas.  Dec.  (1898),  Nos.  19890-20021.) 

7165  (103)  When  a person  who  has  taken  out  a special-tax  stamp  for  a bowling  alley 
closes  this  alley  and  thereafter  opens  another  to  the  public,  the  stamps  may  be 

transferred  to  the  latter  bowling  alley  under  the  provisions  of  section  3241 , Revised  Statutes, 
if  it  remains  in  his  ownership  and  control.  (Vol.  2,  Treas.  Dec.  (1899),  No.  21495.) 

7166  (104)  In  every  building  or  place  where  bowls  are  thrown,  each  division  or  track 
is  a separate  alley,  for  which  the  special  tax  of  $5  must  be  paid.  (Vol.  2,  Treas. 

Dec.  (1899,  No.  21606.)  (All  from  T.  D.  2046.)  . (T.  D.  2046,  Nov.  9,  1914.  See  ^7045.) 
7 1 67  I have  the  honor  to  refer  to  your  recent  inquiry  relative  to  the  construction  of  the 
provision  of  the  act  of  September  8,  1916,  reading  as  follows: 

Proprietors  of  bowling  alleys  and  billiard  rooms  shall  pay  $5  for  each  alley  or  table.  Every 
building  or  place  where  bowls  are  thrown  or  where  games  of  billiards  or  pool  are  played, 
except  in  private  homes,  shall  be  regarded  as  a bowling  alley  or  a billiard  room,  respectively. 
7 1 68  With  reference  to  the  application  of  the  said  provision  to  pool  tables,  etc.,  main- 
tained for  the  use  of  officers  or  employees,  etc.,  of  State  and  municipal  govern- 
ments, I have  to  state  that  careful  consideration  has  been  given  to  the  matter,  and  it  has 
been  decided  that  the  implied  constitutional  inhibition  that  the  Federal  Government 
can  not  tax  the  sovereign  instrumentalities  of  a State  government  necessary  to  the  exercise 
of  its  governmental  functions  can  properly  be  held  applicable  only  where  such  amusement 
equipment  is  the  actual  property  of  the  government  itself,  and  the  tax,  if  laid,  would  fall 
upon  the  public  treasurv. 

7 1 69  If,  on  the  other  hand,  such  implements  belong  to  a fire  or  militia  company,  for 
instance,  or  the  method  of  maintenance  of  the  equipment  is  such  that  the  tax 
would  fall  on  the  fire  or  militia  companies  or  other  institutions,  or  on  the  individual  mem- 
bers thereof,  it  is  not  believed  that  the  rule  is  applicable,  and  under  such  circumstances 
the  tax  is  being  required  to  be  paid. 

7170  Attempts  have  also  been  made  to  convince  this  office  that  the  term  “private 
home”  is  applicable  to  such  institutions  as  clubs,  lodge  halls,  charitable  homes  for 

aged  persons,  etc.  I do  not  think  that  such  establishments  are  aptly  described  by  the 
term  “private  home,”  and  the  conviction  is  felt  that  the  words,  as  used  in  the  act,  were 
intended  to  be  taken  in  their  common  and  ordinary  meaning  as  describing  individual  or 
family  residences.  It  has  accordingly  been  held  that  the  tax  is  applicable  to  pool  or 
billiard  tables  and  blowling  alleys  in  clubs,  fraternity  houses,  lodge  halls,  charitable  institu- 
tions, Y.  M.  C.  A.  buildings,  hotels,  boarding  houses,  etc. 

7171  It  seems  scarcely  necessary  to  state  that  under  the  law  as  it  now  stands  the  fact 
that  the  use  of  amusement  equipment  is  restricted  to  a certain  class  and  is  not 

open  to  the  public  is  no  ground  for  exemption.  (T.  D.  2462,  Feb.  16,  1917.) 

7172*  Sir:  In  reply  to  your  verbal  inquiry,  you  are  advised,  upon  authority  of  Duggan  v. 

United  States  (34  Ct.  Cls.,  458),  that  if  the  post  exchanges  the  subject  of  your 
inquiry  are  under  the  complete  control  of  the  Secretary  of  the  Navy  as  governmental  agencies 
they  are  not  liable  to  special  tax  on  account  of  billiard  or  pool  tables  or  bowling  alleys  oper- 
ated by  them.  (T.  D.  2439,  Jan.  27,  1917.) 


Tobacco  Manufacturers. 

[New  law  and  rates  effective  January  1,  1919.] 

7173  [Note  that  dealers  are  not  taxed  as  such  under  the  Revenue  Act  of  1918.]  In 
answer  to  numerous  inquiries,  the  following  information  as  to  certain  requirements 

of  the  act  of  October  22,  1914,  is  given: 

7174  The  law  provides  that  each  person,  firm,  or  corporation  engaged  in  the  manufacture 
of  cjgars,  cigarettes  (including  little  cigars),  or  tobacco  shall  be  considered  and 

deemed  a single  manufacturer. 
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7175  Each  manufacturer  of  cigars  therefore  is  required  to  pay  but  one  special  tax  at  the 
appropriate  rate,  no  matter  how  many  factories  are  operated  under  his  exclusive 
ownership  and  control.  Ownership  by  one  corporation  manufacturing  cigars,  cigarettes,, 
or  tobacco  of  a part  or  all  of  the  stock  of  another  corporation,  also  bonded  as  a manufac- 
turer, is  not  exclusive  ownership  or  control  of  the  latter,  which  is  a separate  legal  entity 
and  must  pay  a separate  special  tax. 

717  6 A corporation  which  is  engaged  in  the  manufacture  of  cigars  and  also  of  cigarettes 
or  tobacco  must  pay  a separate  special  tax  as  manufacturer  of  cigars  and  as  manu- 
facturer of  cigarettes  or  as  manufacturer  of  tobacco,  or  both,  as  the  case  may  be. 

7 177  For  the  purpose  of  calculating  the  rate  of  tax  under  this  act,  all  tobacco  cigarettes, 
commonly  known  as  “little  cigars,”  are  rated  as  cigarettes. 

7178  Where  more  than  one  factory  or  branch  is  operated  by  the  same  manufacturer, 
the  special  tax  shall  be  paid  to  the  collector  of  the  district  where  the  principal  fac- 
tory or  place  of  business  is  located,  and  the  special  tax  stamp  will  be  posted  at  such  factory 
or  place  of  business.  The  collector  issuing  the  special-tax  stamp  will  also  issue  as  many 
certificates  that  the  tax  has  been  duly  paid  to  him  as  may  be  necessary  to  cover  each  factory 
operated  by  the  taxpayer,  and  one  of  such  certificates  must  be  posted  in  a conspicuous 
place  at  each  of  such  factories.  In  making  return  for  special  tax  the  manufacturer  will  file 
a sworn  statement  of  production,  including  all  factories  or  branches,  for  the  preceding  fiscal 
year.  The  return  should  state  separately  the  factory  number,  district,  and  State  as  to  each 
factory  operated,  the  output  of  each  factory,  and  the  aggregate  output  of  all  factories  upon 
which  the  special  tax  is  calculated. 

7179  The  law  provides  that  the  amount  of  the  annual  taxes  is  to  be  computed  in  all1 
cases  on  the  basis  of  the  annual  sales  of  the  preceding  fiscal  year,  and  the  basis  of 

Computation  is  the  total  sales  during  the  year,  whether  business  is  conducted  during  the 
whole  or  only  a part  of  the  year. 

7 1 80  Dealers  or  manufacturers  who  were  not  engaged  in  such  business  during  the  pre- 
ceding fiscal  year  must  procure  special-tax  stamps  before  commencing  business. 
The  special-tax  stamp  purchased  at  the  commencement  of  business  may  be  of  such  grade  as, 
in  the  opinion  of  the  dealer  or  manufacturer,  may  be  required  to  cover  his  business  for  the 
fiscal  year,  but  when  the  limit  of  sales  allowed  under  such  stamp  is  reached,  the  dealer  or 
manufacturer  must  procure  a stamp  of  a higher  grade,  so  that  his  liability  to  special  tax  on 
the  basis  of  sales  as  provided  by  law  will  at  all  times  be  covered. 

7181  Peddlers  of  tobacco,  whose  annual  receipts  exceed  $200,  are  liable  to  special  tax 
at  the  rate  of  $4.80  per  annum.  The  special-tax  stamp  in  such  cases,  like  special- 
tax  stamps  for  dining  cars,  will  cover  sales  made  in  the  United  States  and  should  be  carried 
by  the  peddler  on  his  person,  or  posted  in  his  wagon  or  other  conveyance,  if  he  has  one. 
7 1 82  Return  for  register,  Form  277,  should  be  made  and  certificate  of  registry  should  be 
issued  only  in  case  of  dealers  in  leaf  tobacco,  including  retail  dealers  in  leaf  tobacco,, 
whose  sales  do  not  exceed  1,000  pounds  and  who  are  exempt  from  special  tax. 

7 1 83  Dealers  in  tobacco  and  dealers  in  leaf  tobacco,  including  retail  dealers  in  leaf 
tobacco,  claiming  exemption  from  special  tax  under  the  provisions  of  this  act, 
will  be  required  to  establish  same  under  oath. 

7 1 84  Attached  hereto  is  published  for  the  guidance  and  information  of  all  concerned  a 
synopsis  of  decisions  made  under  the  act  of  June  13,  1898,  which  will  be  given  con- 
siderable weight  in  determining  similar  questions  arising  under  the  present  act.  (T.  D. 
2061,  Nov.  10,  1914.) 

7185  (1)  A manufacturer  of  tobacco  or  cigars  can  not  sell  at  retail  at  place  of  manu- 

facture. (16  Op.  Atty.  Gen.,  89;  24  Int.  Rev.  Rec.,  227;  Crisp  v.  Proud,  24  ibid., 
340;  Ludloff  v.  United  States,  108  U.  S.,  176;  29  Int.  Rev.  Rec.,  125.) 

7 1 86  (2)  Special  tax  liability  of  a person  buying  leaf  tobacco  exclusively  for  export  by 

himself.  (T.  D.  28.) 

7 1 87  (3)  Liability  to  special  tax  of  tobacco  dealers  and  manufacturers  under  the  act  of 

June  13,  1898.  (T.  D.  138.)  r 

71  88  (4)  As  to  the  penalty  for  failure  to  make  return  on  Form  1 1 of  special  taxes  in- 

curred. (T.  D.  19748.) 

7 1 89  (5)  Manufacturers  can  not  pack  goods  of  another  factory  on  goods  made  at  their 

own  factory.  Manufacturers  selling  their  own  products  at  place  of  manufacture 
not  required  to  pay  special  tax  as  dealers  in  tobacco.  Manufacturers  are  not  permitted  to 
pack  stamped  packages  of  smoking  tobacco  or  stamped  caddies  of  plug  tobacco  between  the 
chime  and  the  head  or  bottom  of  such  packages.  (T.  D.  19765.) 

7 1 90  (6)  Dealers  in  leaf  tobacco  who  improperly  qualify  as  manufacturers  of  cigars  for 

the  purpose  of  dealing  in  cigar  cuttings,  and  who  made  no  cigars  last  year,  are  not 
liable  to  special  tax  as  manufacturers  of  cigars,  but  such  persons  will  be  required  to  close 
their  business  as  c/gar  manufacturers  and  may  qualify  as  manufacturers  of  tobacco.  ( 1 . D. 
198QL) 
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7191  (7)  Dealers  in  leaf  tobacco,  and  manufacturers  of  tobacco  or  cigars,  who  were  not 

engaged  in  business  last  fiscal  year,  required  on  commencing  business  to  pay  mini- 
mum rate  of  special  tax,  and  when  sales  during  the  year  reach  an  amount  requiring  payment 
of  higher  rate,  will  make  return  and  pay  tax  at  the  higher  rate.  (T.  D.  19822.) 

7 1 92  (8)  Persons  who  have  qualified  as  manufacturers  of  tobacco  for  the  sole  purpose  of 

handling  and  dealing  in  stems,  refuse  scraps,  cuttings,  clippings,  and  sweepings 
of  tobacco  are  required  to  register  and  pay  the  minimum  rate  of  special  tax  imposed  on 
manufacturers  of  tobacco.  (T.  D.  19844.) 

7193  (9)  Manufacturers  of  tobacco,  snuff,  or  cigars  may,  under  special  permit,  * * * 

sell  stemmed  or  unstemmed  leaf  tobacco  to  other  qualified  manufacturers  of 

tobacco,  snuff,  or  cigars  without  being  required  to  register  and  pay  special  tax  as  dealers  in 
(leaf)  tobacco.  Special  permits  are  only  granted  when  it  is  ascertained  that  the  manufac- 
turer has  material  on  hand  which  he  finds  not  suitable  for  his  business.  (T.  D.  19876.) 

7194  (10)  A farmer  who  sells  and  delivers  leaf  tobacco  of  his  own  raising  is  not  required 
to  make  return  or  pay  special  tax  as  dealer  in  leaf  tobacco.  (T.  D.  19962.) 

7195  (11)  Auction  sales  of  tobacco  in  warehouses,  or  at  ‘‘tobacco  breaks,”  subject  to 
tax  same  as  upon  sales  of  “any  products  or  merchandise  at  any  exchange  or  board 

of  trade,  or  other  similar  place.”  (T.  D.  19972.) 

7 1 96  (12)  No  provision  of  law  by  which  a special-tax  stamp  issued  to  one  person  can  be 

transferred  to  and  made  use  of  by  any  other  person,  except  in  the  single  instance  of 
the  death  of  the  special-tax  payer,  expressly  provided  for  by  section  3241,  Revised  Statutes. 
(T.  D.  20153.) 

7197  (13)  Where  farmer  or  producer  brings  product  to  market  and  sells  it  in  his  own 
name  through  an  auctioneer,  the  sales  will  come  within  the  scope  of  a sale  made  at 

an  auction  house,  and  stamp  tax  and  memorandum  of  sale  is  not  required.  (T.  D.  20236.) 

7198  (14)  Under  existing  law  the  farmer  or  grower  of  tobacco  has  the  right  to  sell 
tobacco  of  his  own  growth  and  raising  to  any  person  and  in  any  quantity  which 

may  be  desired,  provided  its  condition  has  not  been  changed  in  any  manner.  This  is  a per- 
sonal privilege  and  can  not  be  delegated  by  him  to  another  person.  The  farmer  can  not 
employ  another  person  to  travel  from  place  to  place  to  sell  and  deliver  tobacco  to  consumers, 
nor  has  he  the  right  to  place  the  tobacco  in  the  hands  of  another  person  to  be  sold  for  him 
to  consumers,  but  he  may  place  it  in  the  hands  of  a qualified  dealer  in  leaf  tobacco  to  be 
sold  on  commission  to  other  qualified  dealers,  or  to  manufacturers  of  tobacco  or  cigars,  or 
to  persons  who  buy  leaf  tobacco  in  packages  for  export.  (T.  D.  20482.) 

7199  (15)  Warehousemen  who  sell  leaf  tobacco  on  commission  are  required  to  pay 
special  tax  as  leaf  tobacco  dealers;  and  if  they  neither  acquire  possession  of,  nor 

right  of  title  to,  leaf  tobacco,  which  they  sell  on  commission  as  agents  for  others,  they  must 
also  pay  special  tax  as  commercial  brokers.  (T.  D.  20603.) 

7200  (16)  A manufacturer  purchasing  large  quantities  of  leaf  tobacco,  exceeding  the 
’demands  of  his  factory,  for  the  purpose  of  reselling  his  surplus  to  other  manu- 
facturers, must  be  regarded  as  engaged  in  and  carrying  on  the  business  of  a dealer  in  leaf 
tobacco,  and  will  be  required  to  make  return  and  pay  special  tax  as  dealer  in  leaf  tobacco 
at  some  place  not  connected  with  the  factory.  (T.  D.  20605.) 

7201  (17)  Dealers  in  leaf  tobacco  who  have  several  warehouses  at  which  they  receive 
tobacco,  and  from  which  the  same  is  delivered  to  the  purchaser,  required  to  pay 

special  tax  at  each  place.  T.  D.  20638.)  (T.  D.|2061,  Nov.  10,  1914.  See  ^[71 84.) 


Pleasure  Boats. 

[New  law  provisions  and  new  rates  effective  on  the  61st  day  after  the  passage  of  the  Act, 
^[8152,  or  at  the  time  of  purchase  of  a new  boat,  *[[7028.] 

7202  Instructions  Relative  to  the  Collection  of  Tax  on  Pleasure  Boats. — The  new  tax 

period  commences  July  1,  1918,  and  expires  June  30,  1919  [old  law]. 

7203  A pleasure  boat  not  used  or  intended  to  be  used  between  July  first  and  June  thirtieth 
is  not  within  the  provisions  of  Section  600  of  the  Act,  but  if  used  or  intended  to  be 

used  in  the  said  period,  the  tax  attached  as  of  July  first. 

7204  The  owner  of  a boat  who  pays  no  tax  on  July  first,  by  reason  of  intention  not  to 
use  the  same,  but  later  decided  to  use  the  boat,  should  before  putting  the  boat  in 

use  file  return  and  pay  the  full  yearly  tax,  without  penalty  or  interest. 

7205  In  the  case  of  the  original  purchase  of  a new  boat  by  a user,  if  on  July  first  of  any 
year  or  on  the  date  of  purchase,  if  on  another  date,  tax  is  properly  due  at  the  time 

of  purchase,  provided  the  owner  intends  to  use  the  boat  at  any  time  during  the  tax  year, 
and  in  this  case  the  tax  is  to  be  computed  upon  the  basis  of  the  same  number  of  twelfths 
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as  the  number  of  calendar  months, including  the  month  of  sale,  remaining  prior  to  the  follow- 
. ing  J uly  1st.  A“new  boat”  is  considered  to  be  one  that  has  never  been  used,  except  possibly 
for  demonstrating  or  testing  purposes. 

7206  Boats  which  are  used  for  pleasure  purposes  are  liable  to  the  tax  whether  used  by 
the  owner  or  hired  out  for  gain  or  profit. 

7207  When  the  tax  is  paid,  or  when  the  return  is  made  (if  it  shows  that  no  tax  is  due)  a 
card  certificate  (Form  725)  will  be  issued  which  must  be  kept  on  board  whenever 

the  boat  is  in  use,  and  must  be  shown  on  demand  to  any  officer  or  agent  of  the  Internal 
Revenue  or  Navigation  Services.  [For  Form  725,  see  ^[7221.] 

7203  Tax  for  the  fiscal  year  ending  June  30,  1918,  was  due  and  payable  on  October  4, 

1917,  The  tax  and  penalties  for  this  year  should  be  assessed  and  collected  in  the 
same  manner  as  set  forth  above,  except  that  the  tax  period  is  for  the  nine  months  comnienc- 
ing  October  4.  1917,  and  ending  June  30,  1918.  If  a boat  has  been  in  use  at  any  time  sub- 
sequent to  July  1,  1917,  tax  is  properly  due  for  the  full  nine  months’  period,  except  in  the 
case  of  the  original  purchase  of  a new  boat  by  a user,  in  which  case  tax  should  be  computed 
as  set  forth  above. 

7209  Collectors  should  be  governed  by  Commissioner’s  Mim.  1877,  dated  May  16, 

1918,  in  the  assertion  of  [25]  per  cent,  penalties  for  delinquency  in  filing  returns 
under  Section  603  of  the  Act.  (St.-Mim.  1914,  July  5,  1918.) 

7 210  Tax  on  Boats — Time  for  Return  and  Payment — Boats  Subject — Meaning  of 
.“for  trade.” — (1)  The  tax  on  boats  went  into  effect  on  October  4,  1917,  and  is 
to  be  paid  annually  in  advance.  It  becomes  due  on  the  1st  day  of  July  in  each  year  (except 
as  to  the  first  payment  due  October  4,  1917),. or  on  purchasing  a new  boat  if  on  any  other 
date  than  July  1 . In  the  former  case  the  tax  is  reckoned  for  one  year,  and  in  the  latter  case 
it  is  reckoned  proportionately  from  the  first  day  of  the  month  in  which  the  liability  to  the 
tax  commenced  to  the  1st  day  of  July  following.  It  shall  be  the  duty  of  taxpayers  to  render 
their  returns  on  Form  732  to  the  collector  at  such  times  within  the  calendar  month  in  which 
the  tax  liability  commenced  as  shall  enable  him  to  receive  such  returns  duly  signed  and  veri- 
fied not  later  than  the  last  day  of  the  month. 

7211  (2)  A boat  not  used  or  intended  to  be  used  between  July  1,  1918,  and  June  30, 

1919,  is  not  subject  to  the  tax,  but  if  used  or  intended  to  be  used  in  such  period,  the 
tax  was  payable  on  July  1 ,f  1918,  for  the  full  year  ending  June  30,  1919.  If  on  July  1 of  any 
year  or  on  the  date  of  purchase  if  on  another  date,  the  owner  of  a boat  intends  to  use  it  before 
the  following  July  1,  or  if  he  does  use  it  before  the  July  1 following,  the  tax  attaches.  A 
person  who  has  paid  no  tax  at  the  regular  time  by  reason  of  an  intention  not  to  use  a boat, 
and  later  decides  to  use  it,  shall  pay  the  full  tax  without  penalty  or  interest  before  using  the 
boat;  but  an  owner  not  paying  on  time  the  tax  upon  a boat  which  he  actually  intended  to  use 
shall  be  liable  for  the  full  penalties.  The  taxpayer  must  keep  the  tax  receipt  about  the  boat 
when  in  use  available  for  examination  by  Government  officers.  To  the  extent  that  it  is 
inconsistent  herewith  T.  D.  2591  of  November  24,  1917,  is  modified  accordingly. 

7212  (3)  All  boats  of  the  specified  classes  (other  than  boats  used  exclusively  for  national 
defense  or  built  according  to  plans  and  specifications  approved  by  the  Navy  De- 
partment) are  taxed  unless  they  are  used  exclusively  for  trade.  “For  trade”  means  for 
business,  particularly  the  business  of  buying  and  selling,  or  for  commerce.  Boats  used  for 
pleasure,  whether  of  the  owner  or  of  paying  patrons,  or  for  serious  activities  not  constituting 
trade,  are  subject  to  the  tax.  It  is  the  actual  use  of  the  boat  which  is  controlling,  regardless 
of  whether  the  owner  himself  uses  it  or  hires  it  out  for  profit. 

7213  Thus,  boats  used  by  a marine  engine  manufacturer  in  transporting  salesmen  on  their 
business  trips,  or  in  taking  out  prospective  customers  purely  for  demonstrating 

purposes,  or  in  towing  disabled  boats  and  furnishing  repair  service  to  customers,  are  used 
exclusively  for  trade.  So  are  boats  used  to  carry  produce  to  market.  On  the  other  hand, 
a boat  used  by  a physician  in  visiting  patients,  a boat  used  by  the  Y.  M.  C.  A.  in  transport- 
ing its  religious  workers  and  others,  and  a boat  operated  for  profit  to  carry  passengers  on 
pleasure  trips  to  and  from  certain  fishing  grounds,  are  not  used  for  trade,  but  for  other  serious 
purposes  or  for  pleasure. 

7214  The  imposition  of  a transportation  tax  for  persons  transported  by  boat  is  not  con- 
clusive that  the  boat  is  used  for  trade.  If  a boat  is  used  to  carry  freight  for  hire, 

it  is  not  subject  to  the  tax.  If  it  is  used  to  carry  passengers,  however,  the  distinction  is 
between  its  operation  in  general  commerce,  as  from  New  York  to  Boston,  and  its  operation 
for  plainly  pleasure  purposes,  as  from  New  York  to  Coney  Island.  Boats  carrying  pleasure 
excursions  to  fishing  grounds  or  resorts  are  therefore  taxable. 

7215  (4)  If  a boat  is  employed  for  several  purposes  its  use  is  to  be  taxed,  even  though 
one  of  them  is  in  trade.  Casual  employment  at  irregular  intervals  for  the  con- 
venience of  the  owner  or  his  family,  however,  not  exceeding  such  casual  employment  as  is 
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usual  for  boats  maintained  or  employed  in  trade,  will  not  cause  the  tax  to  attach  to  a boat 
which  is  entirely  devoted  to  trade  except  for  such  limited  casual  use.  This  is  true,  for 
instance,  of  boats  used  by  their  owners  in  their  oyster,  fishing,  or  crabbing  business,  which 
are  occasionally  used  to  convey  members  of  the  family  to  market  or  to  other  places  upon 
trips  for  personal  or  household  purposes. 

7216  (5)  Boats  used  in  the  United  States  or  navigating  United  States  waters  are  subject 
to  the  tax,  although  of  foreign  register  or  owned  by  nonresident  aliens.  (T.  D. 

2753,  Aug.  23,  1918.) 

7217  Tax  on  Pleasure  Boats  Applies  Even  Though  Boats  are  Not  Actually  “in  Use.” — 

[For  cases  where  boats  are  neither  used  nor  intended  to  be  used  see  ^[721  l.j 
Referring  to  your  letter  of  the  15th  instant,  you  are  advised  that  the  taxes  are 
imposed  on  pleasure  boats,  whether  in  use  or  not,  the  only  question  being  whether  they  arc 
in  a fit  condition  for  use.  IfThe  tax  is  to  be  paid  yearly,  the  first  tax  period  beginning 
October,  1917,  and  ending  June  30,  1918,  and  the  tax  will  be  paid  on  or  before  July  first 
of  each  year  following  for  succeeding  fiscal  years.  ^|The  tax  is  held  to  apply  on  all  boats, 
whether  in  commission  or  not,  provided  that  such  boats  are  in  position  to  be  placed  in  com- 
mission. (Letter  to  Thompson,  Warren  & Pelgram,  New  York,  N.  Y.,  signed  by  Deputy 
Commissioner  G.  E.  Fletcher,  and  dated  November  8,  1917.) 

7218  Taxon  motorboats  is  imposed  for  the  balance  of  the  fiscal  year  (beginning  Oct. 
4,  1917,  ending  June  30,  1918),  on  October  4,  1917,  even  though  the  vessels  were 

not  in  active  use.  Hereafter  liability  to  such  taxes  should  be  computed  from  the  month  of 
July,  or  upon  the  purchase  of  a new  boat  by  the  user  or  consumer,  in  the  same  manner  as 
special  taxes  are  computed.  [See  ^[7211.]  (T.  D.  2591,  Nov.  24,  1917.) 

7219  (1)  Sight-Seeing  Motor  Boats. — Motor  boats  operated  by  a company  engaged 
in  the  business  of  taking  parties  on  trips  to  enjoy  the  trip  and  the  scenery,  are 

not  used  exclusively  for  trade  and  their  use  is  subject  to  the  excise  tax  on  boats.  (T.  D. 
2785,  Jan.  23,  1919.) 

7220  What  Constitutes  a User. — The  “user”  of  a boat,  as  such  term  is  used  in  section 
603,  means  any  person  who  purchases  a vessel  for  his  own  use,  as  distinguished 

from  one  who  buys  as  a dealer.  (T.  D.  2570,  Nov.  6,  1917.) 

7221  ( Form  725.) 

Receipt  Form  for  Tax  on  Pleasure  Boats. 

Form  725 

U.S.  Interna!  WAR  EXCISE  TAX 

Revenue  PLEASURE  BOATS  No 

This  certifies  that 

(Name  of  owner) 

of 

(Post-office  address) 

has  paid  a tax  of  $ for  the months  ended  June  30,  191....  on  a 

boat  described  in  his  return  as  follows: 


(Kind  of  boat) 


(Name  of  boat) 

Net  tons Length  over  all fee 


Collector  of  Internal  Revenue 

District 

This  card  must  be  kept  on  board  while  the  boat  is  in  use  and  must  be  shown  on  demand 
any  internal  revenue  or  navigation  officer. 
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SPECIAL  TAXES  ON  OCCUPATIONS  REGULATIONS. 
INSTRUCTIONS. 


PLEASURE  BOATS. 

1.  What  Is  Taxed.— A tax  is  imposed  upon  yachts,  pleasure  boats,  and  sailing  boats  of  over  five 
net  tons,  and  upon  all  motor  boats  with  fixed  engines,  not  used  exclusively  for  trade  or  fishing,  at  the 
following  rates: 

Annual  rate. 

Yachts,  pleasure  boats,  and  sailing  boats  of  over  five  net  tons,  motor  boats 
with  fixed  engines  over  five  net  tons,  but  not  over  50  feet  in  length SI  per  foot. 

Over  five  net  tons,  over  50  feet  but  not  over  100  feet  in  length $2  per  foot. 

Over  five  net  tons,  more  than  100  feet  in  length S4  per  foot. 

Motor  boats  with  fixed  engines,  not  over  five  net  tons S10  flat  rate. 

The  term  “motor  boat”  is  used  to  include  every  vessel  propelled  by  machinery  and  not  more  than 
65  feet  in  leflgth,  except  tugboats  and  towboats  propelled  bv  steam. 

2.  Exemptions.— Boats  within  the  description  of  paragraph  1 are  exempt  from  the  tax  either—  _ 

(a)  If  used  exclusively  for  trade,  or  fishing;  by  trade  is  meant  carrying  property  and  persons  m 
trade,  not  for  pleasure,  or  used  by  owner  in  the  conduct  of  his  business;  for  fishing,  is  meant 
as  a business  or  livelihood. 

If  used  excluswdy  for  national^ defense;  or  db  th  N D rt'  t 

3.  "VVho  AR^REQumEDgTO  Make  Returns  and  Pa^Tax.— ' The  owner^r  if  the  boat  is  leased  or 
chartered  for  the  entire  taxable  period  ending  the  next  following  June  30,  the  lessee  or  charterer,  of  every 
boat  within  the  description  of  paragraph  1 isrequired  tomake  a return,  and  unless  theboat  is  exempt  from 
the  tax  is  also  required  to  pav  the  tax.  (See  also  paragraph  5 \d)  below.) 

4.  When  Must  B£turn*Be  Made  and  Tax  Paid.— Tax  is  payable  on  or  before  July  1 of  each  year 
and  also  on  or  before  the  last  day  of  the  month  in  which  the  purchase  is  made,  in  the  case  of  original 
purchase  of  a boat.  Note  carefully  that  a return  must  be  made  annually  for  all  boats  within  the  descrip- 
tion of  paragraph  1,  irrespective  of  whether  the  use  of  the  boat  is  oris  not  taxable.  In  the  case  of  original 
pcfrchaseof  a boat  at  any  time  subsequent  to  July  1,  the  tax  for  the  first  year  shall  be  computed  for  the 
number  of  calendar  months  including  the  month  of  sale,  remaining  prior  to  the  following  July  1.  In  all 
other  cases  the  tax  shall  be  computed  for  the  full  period  of  twelve  months. 

i 5.  How  to  Estimate  Net  Tonnage  and  Compute  Tax.— To  estimate  roughly  the  net  tonnage  of 
a vessel  the  following  rules  may  be  used: 

(a)  By  the  word  “ton”  is  meant  100  cubic  feet  of  space. 

(b)  Multiply  the  extreme  length  of  the  vessel  by  the  extreme  breadth  and  that  product  by  the 

depth  from  the  under  side  of  the  deck  to  the  frame  in  the  hold  taken  amidships.  The 
result  obtained  should  be  multiplied  by  six-tenths.  To  this  result  should  be  added  the 
cubical  contents  of  any  closed-in  structure  above  the  upper  deck.  The  sum  should  be 
divided  by  100.  which  will  give  the  approximate  gross  tonnage  of  the  boat. 

(c)  From  this  gross  tonnage  may  be  deducted  all  spaces  used  exclusively  in  connection  with  the 

navigation  of  the  boat  or  for  the  exclusive  use  of  the  crew,  such  as  a reasonable  amount  for 
machinery  space,  space  for  officers  and  crew  but  not  for  passengers  (who  include  all  persons 
not  actual  members  of  the  crew),  storage  of  sails,  navigation  instruments,  boatswain’s 
stores,  etc.  The  result  will  be  the  approximate  net  tonnage  of  the  boat. 

( d ) If  the  net  tonnage  thus  estimated  is  more  than  four  net  tons,  application  should  be  made  to 

the  nearest  customs  officer  for  official  measurement.  If  an  official  measurement  is  not 
completed  before  the  date  on  which  a return  is  required,  a return  should  be  rendered; 
and  if  the  estimate  of  net  tonnage,  made  as  above  directed,  is  over  five  net  tons,  the  tax 
should  be  paid.  If  the  official  measurement  should  laterikhow  that  no  tax  was  due,  a claim 
should  be  made  for  the  refund  of  the  tax. 

6.  How  to  Ascertain  the  Over-all  Length.— Over-all  length  is  defined  as  the  extreme  length 
of  the  structure,  i.  e.,  from  the  forward  side  of  the  stem  outside  the  planking  or  plating  to  the  aftermost 
side  of  the  stem  planking  or  plating,  whether  above  or  below  the  water  line.  The  measurement  should 
be  to  the  outside  of  anv  planking  or  plating  extending  above  the  deck,  constituting  bulwarks,  and  to  the 
outside  of  any  forecastle  deck,  quarter  deck,  or  poop  deck  extending  beyond  the  main  deck.  The  length 
should  be  taken  in  a straight  line,  excluding  any  sheer  there  may  be  to  the  deck. 

In  case  of  a boat  of  over  five  net  tons,  the  length  over  all  in  feet  is  to  be  multiplied  by  the  rate  per  foot. 

7.  Stamp,  or  Card  Certificate. — Y/hen  tax  is  paid,  stamp  indicating  payment  will  be  issued;  if 
exemption  is  claimed,  the  return  should  be  executed  in  full  and  “exemption  claimed”  noted  aeross  the 
face  of  the  return. 

The  special  tax  stamp  or  exemption  card,  when  issued,  must  be  kept  on  board  whenever  the  boat  is 
in  use,  and  must  be  shown  on  demand  to  any  officer  or  agent  of  the  Internal  Revenue  or  Navigation 
Service.  Question  8,  on  the  face  of  the  return,  does  not  apply  to  motor  boats  of  not  over  five  net  tons. 
Separate  return  should  be  filed  for  each  boat* 

AUTOMOBILES. 

1.  Persons  carrying  on  the  business  of  operating  or  renting  passenger  automobiles  for  hire  are  required 
to  pay  tax  as  follows: 

Annual  Monthly 
rate.  rate. 

Seating  capacity  over  2 but  not  over  7. S10. 00  $0. 83$ 

Seating  capacity  more  than  7 $20. 00  $1. 66§ 

Separate  return  should  be  filed  for  each  automobile. 

GENERAL. 

If  tax  liability,  as  shown  by  the  return,  is  more  than  $10,  applicant  must  appear  in  person  before  an 
officer  qualified  to  administer  oaths  and  swear  to  the  correctness  of  the  information  given  on  the  appli- 
cation. If  the  tax  is  $10  or ‘less,  return  may  be  signed  or  acknowledged  before  two  witnesses,  who  will 
affix  their  signatures. 

Follow  instructions  carefully  and  file  promptly  in  order  to  avoid- penalties. 

Daniel  C.  Roper, 
Commissioner  of  Internal  Revenue. 

Approved: 

L.  S.  Rowe, 

Assistant  Secretary  of  the  Treasury . 2—8588 
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7222  Special  Tax  on  Brokers. — Regulations  governing  the  collection  of 
7002  the  special  tax  of  $50  a year  on  brokers  have  been  issued  by  the 
7032  Bureau  of  Internal  Revenue.  A broker  is  defined  as,  “Every  person 

whose  business  it  is  to  negotiate  purchases  or  sales  of  stocks,  bonds, 
exchange,  bullion,  coined  money,  bank  notes,  promissory  notes,  other  securi- 
ties, produce  or  merchandise,  for  others.  If  a broker  is  a member  of  a stock 
exchange,  or  if  he  is  a member  of  any  produce  exchange,  board  of  trade,  or 
similar  organization,  where  produce  or  merchandise  is  sold,  he  shall  pay  an 
additional  amount  as  follows:  If  the  average  value,  during  the  preceding 

year  ending  June  30,  of  a seat  or  membership  in  such  exchange  or  organiza- 
tion was  $2,000  or  more  but  not  more  than  $5,000,  $100;  if  such  value  was 
more  than  $5,000,  $150.” 

7223  The  regulations  are  as  follows: 

A special  tax  paid  by  a firm  or  corporation,  as  brol  er,  covers  indi- 
vidual members  of  the  firm  or  corporation,  as  long  as  such  members  are 
trading  solely  for  the  benefit  of  the  firm  or  corporation. 

7224  In  the  case  of  a broker  who  owns  a single  seat  only  in  one  stock 
exchange  no  difficulty  is  presented,  he  being  required  to  pay  special 

tax  at  the  rate  of  $50  a year,  and  in  addition  tax  at  the  rate  of  $100  or  $150 
per  year  based  upon  the  value  of  the  seat  in  the  exchange  or  organization  of 
which  he  is  a member. 

7225  If  a broker  owns  a seat  in  more  than  one  exchange,  the  additional 
tax  which  is  required  to  be  paid  is  the  sum  of  the  tax  upon  the  value 

of  each  seat  so  held. 

7226  If  a broker  owns  more  than  one  seat  in  the  same  exchange  he  is  sub- 
ject to  the  additional  special  tax  upon  only  the  value  of  the  single 

seat. 

7 227  If  a partnership  or  corporation  owns  a number  of  seats  in  the  same 
exchange,  but  holds  such  seats  in  the  names  of  individual  members  of 
the  partnership  or  corporation  who  transact  business  for  the  firm,  the  tax 
on  the  ownership  of  such  a seat  or  membership  in  such  exchange  will  not 
apply  to  each  individual  in  the  partnership  or  corporation,  but  will  apply 
only  to  one  seat  or  one  membership. 

7228  All  brokers  liable  to  tax  under  the  above  named  section  should  file 
a return  on  Form  11,  and  pay  the  tax  within  thirty  days  of  the  receipt 
of  notice  from  the  collector;  otherwise  they  will  be  subject  to  the  penalties 
imposed  by  the  Act  for  failure  to  file  their  returns  within  the  time  prescribed 
by  law.  (Official  announcement  by  the  Bureau  of  Internal  Revenue,  April 
30,  1919.) 
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SPECIAL  TAXES  ON  OCCUPATIONS  REGULATIONS. 


7 229  Return  and  Payment  of  Tax  under  the  Special  Taxes  on  Occupations 
7001  Law. — Persons  whose  occupations  are  subjected  to  an  annual  tax 
7034  are  advised  by  the  Bureau  of  Internal  Revenue  to  underscore  on  their 
calendars  May  3 1 , the  last  day  for  the  return  and  payment  of  the  tax. 
Failure  to  make  return  and  pay  the  tax  by  that  date  renders  the  delinquent 
liable  to  a fine  of  $1,000  and  an  additional  assessment  of  25  per  cent  of  the 
amount  due.  The  penalty  for  “Wilfully  refusing”  to  make  return  and  pay 
the  tax  is  a fine  of  not  more  than  $10,000  or  one  year’s  i nprisonment,  or 
both.  For  making  a false  or  fraudulent  return  the  penalty  is  a fine  of  not 
more  than  $10,000,  or  one  year’s  imprisonment,  or  both,  and  an  additional 
assessment  of  50  per  cent  of  the  amount  due. 

7230  The  list  includes  brokers,  $50.  (If  a broker  is  a member  of  a stock 
exchange,  board  of  trade  or  similar  organization  the  average  value 

of  a seat  in  which  for  the  preceding  year  ended  June  30  was  $2,000  and  not 
more  than  $5,000  there  is  an  additional  tax  of  $100  and  if  such  value  was  more 
than  $5,000  the  tax  is  $150.)  Pawnbrokers,  $100;  ship  brokers,  $50;  custom 
house  brokers,  $50;  proprietors  of  theaters,  museums  and  concert  halls  from 
$50  to  $200,  according  to  seating  capacity  of  place  of  amusement,  (in  towns 
and  villages  of  5,000  inhabitants  or  less  the  tax  is  one-half  of  these  amounts), 
proprietors  of  public  exhibitions,  exclusive  of  exhibitions  held  under  the 
auspices  of  religious  or  charitable  organizations,  $15  in  each  State  or  Terri- 
tory in  which  such  exhibitions  are  held;  proprietors  of  circuses,  $100  in  each 
State  or  Territory  in  which  the  circus  is  held;  proprietors  of  bowling  alleys, 
$10  for  each  alley  or  table;  proprietors  of  shooting  galleries,  $20;  proprietors  of 
riding  academies,  $100;  persons  operating  passenger  automobiles  for  hire, 
$10  for  each  automobile  having  a seating  capacity  of  more  than  two  and 
not  more  than  seven,  and  $20  for  each  automobile  having  a seating  capacity 
of  more  than  seven. 

7231  The  law  imposes  also  in  addition  to  all  other  taxes  a special  tax 
7013  of  $1 ,000  on  the  carrying  on  of  the  liquor  business  by  bre  rer,  distiller, 

wholesale  or  retail  dealer  or  on  the  manufacture  of  stills  in  any 
place  in  the  United  States  “in  which  carrying  on  such  business  is  prohibited 
by  local  or  municipal  laws.” 

7232  The  occupational  tax  became  effective  January  1. 

7233  The  revenue  act  of  1918  imposes  also  on  pleasure  boats,  power 
7028  boats  and  sailing  boats"of  over  five  net  tons  and  on  motor  boats 

with  fixed  engines  not  used  exclusively  for  trade  or  commerce 
or  national  defense,  a tax  according  to  length  and  tonnage.  This  tax 
became  effective  April  26.  Return  and  payment  of  the  tax  must  be  made 
on  or  before  May  31.H  (Official  announcement  by  the  Bureau  of  Internal 
Revenue,  dated  May  22,  1919.) 


(ST-Mim.  2136.) 

7234  Section  1001  of  the  Revenue  Act  of  1918,  Paragraphs  1 to  11,  inclu- 
7229  sive,  imposes  certain  special  taxes  on  occupations,  which  became 
effective  January  1,  1919.  Section  1003  of  the  same  Act  imposes 
a special  tax  on  pleasure  boats,  etc.,  this  special  tax  becoming  effective  60 
days  after  February  24,  1919.  Section  3176  R.  S.,  as  amended,  provides  a 
25  per  cent  penalty  for  failure  to  file  return  within  the  time  prescribed  by 
law  and  a 50  per  cent  penalty  in  case  a false  or  fraudulent  return  is  filed. 
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7235  The  instructions  contained  in  S T Mimeograph  2087  provided  that 
Form  1 -Special  should  be  sent  to  special  taxpayers  of  record  and  if 

return  was  not  filed,  and  the  tax  paid  within  30  days  after  notice  was  received, 
the  taxpayers  would  be  liable  tor  the  25  per  cent  penalty  referred  to  above, 
but  no  mention  was  made  in  this  mimeograph  letter  of  those  taxpayers 
who  were  liable  under  the  Revenue  Act  of  1918,  but  not  liable  under  previous 
Acts. 

7236  All  persons  liable  to  the  special  tax  under  the  sections  and  para- 
graphs of  the  Act  referred  to  above,  including  persons  liable  to  addi- 
tional special  tax  who  were  not  notified  by  collectors  on  Form  1-Special 
of  their  liability,  must  make  return  of  taxes  due  and  pay  such  taxes  on  or 
before  May  31,  1919.  If  the  return  is  not  filed  and  the  tax  paid  on  or  before 
that  date  such  taxpayer  will  become  delinquent  on  June  1,  1919,  and  the 
penalties  imposed  under  Section  3176  R.  S.,  as  amended,  will  be  invoked. 

7237  You  should  use  your  utmost  endeavor  to  give  as  much  publicity  as 
possible  to  the  instructions  contained  herein  so^that  all  persons  liable 

to  these  occupational  taxes  may  be  advised.  (ST.-Mim.  2136,  signed  by 
Commissioner  Daniel  C.  Roper,  and  dated  May  20,  1919.) 

7238  Merchants  handling  goods  on  consignment. — Referring  to  your  letter 
7002  of  June  13,  1919,  regarding  special  tax  as  broker  under  section  1001, 
7222  paragraph  1,  of  the  Revenue  Act  of  1918,  in  which  you  request  in- 
formation, you  are  advised  it  is  held  by  this  office  that  no  liability 

to  special  tax  is  incurred  by  an  agent  employed  solely  by  one  or  more  corpora- 
tions or  persons  to  sell  exclusively  the  goods  of  such  concern.  Therefore,  if 
the  merchant  negotiates  the  sale  of  goods  or  merchandise  for  certain  manu- 
facturers with  whom  he  has  a stipulated  contract  and  does  not  hold  himself 
out  as  willing  to  sell  goods  or  merchandise  for  others  at  any  time,  special  tax 
liability  would  not  be  incurred.  (Letter  to  The  Corporation  Trust  Company, 
signed  by  Deputy  Commissioner  John  E.  Walker,  and  dated  July  5,  1919.) 
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(T.  D.  2893.) 

7239  Synopsis  of  decisions  based  on  the  Revenue  Act  of  1918. — The 

following  synopsis  of  rulings  [Special  Taxes  only]  of  the  Com- 
missioner of  Internal  Revenue  on  questions  arising  under  the  Revenue  Act 
of  1918  is  published  for  the  information  of  revenue  officers  and  others 
concerned. 


ADMINISTRATIVE  PROVISIONS. 

7240  Special  tax  delinquencies. — If  a special  tax  became  due  and 
8087  delinquency  accrued  prior  to  February  25,  1919,  the  penalty  attach- 
ing will  be  50  per  cent,  of  the  amount  of  the  tax,  which  is  the  penalty 
imposed  by  statutes  in  force  prior  to  that  date.  If  delinquency  as  to 
special  tax  accrues  on  or  after  February  25,  1919,  the  penalty  attaching 
will  be  the  25  per  cent,  penalty  imposed  by  the  Revenue  Act  of  1918. 


SPECIAL  TAXES— Section  1001  (11). 

7241  (1)  Motor  busses. — A person  operating  motor  busses  along  estab- 
7012  lished  or  recognized  routes,  charging  patrons  a fixed  charge  per 

ride  is  carrying  on  a business  of  operating  passenger  automobiles 
for  hire,  and  is,  therefore,  liable  to  the  tax  imposed  by  subdivision  (11)  of 
section  1001. 

7242  (2)  Automobile  hearses  and  ambulances. — An  automobile 
7012  hearse  or  ambulance,  even  though  having  a seating  capacity  for 

more  than  two  persons,  operated  for  hire,  is  not  a passenger 
automobile  subject  to  tax  under  the  provisions  of  subdivison  (11)  of  section 
1001.  However,  passenger  automobiles  for  hire  in  conveying  persons  to 
funerals  are  subject  to  tax  under  subdivison  (11)  of  sction  1001.  (T.  D. 

2893,  signed  by  Commissioner  Daniel  C.  Roper,  and  dated  July  17,  1919.) 
(Released  for  publication  July  22,  1919.) 


SPECIAL  TAX  ON  BROKERS 

7243  Art.  36.  Special  Tax  on  Brokers. — (a)  The  special  tax  paid 

7002  by  a firm  or  corporation  as  broker,  covers  individual  members  of 

the  firm  or  corporation,  as  long  as  such  members  are  trading  solely 
for  the  benefit  of  the  firm  or  corporation. 

7244  (b)  A broker  who  owns  a single  seat  only  in  one  exchange  is  required 
to  pay  the  special  tax  of  $50  per  year  and  in  addition  a tax  at  the  rate 

of  $100  or  $150  per  year,  according  to  the  value  of  the  seat  in  the  exchange 
or  organization  of  which  he  is  a member. 

7245  (c)  If  a broker  owns  a seat  in  more  than  one  exchange,  the  additional 
tax  which  he  is  required  to  pay  is  the  sum  of  the  taxes  upon  all  the 

seats  owned  by  him. 

7246  (d)  If  a broker  owns  more  than  one  seat  in  the  same  exchange, 
he  is  subject  to  the  additional  tax  only  upon  the  value  of  a single  seat. 
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724  7 (e)  If  a partnership  or  corporation  owns  a number  of  seats  in  the 

same  exchange,  but  holds  such  seats  in  the  name  of  the  individual 
members  of  the  partnership  or  corporation  who  transact  business  solely 
for  the  benefit  of  the  partnership  or  corporation,  the  tax  on  the  ownership 
of  such  seats  or  memberships  in  such  exchange  shall  not  apply  to  each 
individual  in  the  partnership  or  corporation,  but  only  to  one  seat  or  one 
membership. 

7248  (f)  Where  the  possession  of  shares  of  stock  is  a prerequisite  to 

membership  in  an  exchange,  the  lessee  of  a share  of  stock  in  such 
exchange  is  liable  for  the  additional  tax  imposed  by  subdivision  1 of  section 
1001.  (Art.  36,  of  Regulations  40,  Revised  (see  page  790),  signed  by 
Commissioner  Daniel  C.  Roper,  and  dated  September  30,  1919;  released 
October  6,  1919.) 
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Miscellaneous  Matters 


MISCELLANEOUS  MATTERS 

HAVING  A 

GENERAL  APPLICATION 

BEING  IN  THE  MAIN  MISCELLANEOUS  SECTIONS  OF  TITLE  XIU  AND  TITLE 
XIV  OF  THE  REVENUE  ACT  OF  1918. 


Leaves  of  Absence  for  Internal-Revenue  Officers. 

8000  (Law.)  Sec.  1302  [of  the  Revenue  Act  of  1918].  That  all  in- 
ternal-revenue agents  and  inspectors  shall  be  granted  leave  of 

absence  with  pay,  which  shall  not  be  cumulative,  not  to  exceed  thirty 
days  in  any  calendar  year,  under  such  regulations  as  the  Commissioner, 
with  the  approval  of  the  Secretary,  may  prescribe. 

8001  (0  Applications  for  leave  of  absence  should  be  in  writing,  or  by  telegraph  or 
telephone  if  the  emergency  of  the  case  so  requires,  and  such  applications  should  be 

approved  by  the  revenue  agent  under  whom  the  agent  or  inspector  is  assigned  to  duty. 
Agents  in  charge  of  divisions  will  make  application  for  leave  of  absence  direct  to  this  office. 

(2)  All  leave  of  absence  is  subject  to  the  approval  of  the  Commissioner  of  Internal  Revenue  . 

(3)  Charges  incurred  on  account  of  telegrams  or  telephone  messages  incident  to  procuring 
leave  will  be  at  the  expense  of  the  officer  desiring  the  leave. 

(4)  Leave  of  absence  is.  reckoned  by  the  calendar  year  and  is  not  cumulative;  that  is,  the 
leave  applying  to.  one  calendar  year  can  not  accrue  and  be  taken  in  a subsequent  calendar 
year. 

(5)  An  agent  or  inspector  in  the  service  on  January  1 and  serving  under  a permanent  ap- 
pointment may  be  granted  leave  of  absence  not  to  exceed  30  days  any  time  thereafter  in 
the  calendar  year  if  the  application  is  approved  by  the  Commissioner  of  Internal  Revenue. 

(6)  Leave  is, reckoned  at  the  rate  of  days  per  month,  and  if  an  agent  or  inspector  entered 
the  service  under  permanent  appointment  on  March  1 he  would  be  entitled  to  only  25  days’ 
leave  for  the  balancfe  of  the  Calendar  year,  or  if  service  began  on  November  1 he  would  be 
entitled  to  only  5 days’  leave  of  absence. 

(7)  Sundays  and  legal  holidays  occuring  within  the  period  leave  is  taken  should  be  con- 
sidered and  counted  as  days  on  leave. 

(8)  Leave  taken  in  this  calendar  year,  under  the  provisions  of  section  413,  must  be  sub- 
sequent to  September  8,  1916,  the  date  of  approval  of  the  act.  (T.  D.  2369,  Sept.  12,  1916.) 

General  administrative,  special,  and  stamp  tax  provisions  of  law  extended 
to  apply  to  Revenue  Act  of  1918. 

8002  (Law.)  Sec.  1305  [of  the  Revenue  Act  of  1918].  That  all  ad- 
ministrative, special,  or  stamp  provisions  of  law,  including  the  law 

relating  to  the  assessment  of  taxes,  so  far  as  applicable,  are  hereby  extended 
to  and  made  a part  of  this  Act,  and  every  person  liable  to  any  tax  imposed 
by  this  Act,  or  for  the  collection  thereof,  shall  keep  such  records  and  ren- 
der, under  oath,  such  statements  and  returns,  and  shall  comply  with  such 
regulations  as  the  Commissioner,  with  the  approval  of  the  Secretary,  may 
from  time  to  time  prescribe. 

Statements  may  be  required  of  any  person. 

8003  (Law.)  Whenever  in  the  judgment  of  the  Commissioner  necessary 
he  may  require  any  person,  by  notice  served  upon  him,  to  make  a 

return  or  such  statements  as  he  deems  sufficient  to  show  whether  or  not  such 
person  is  liable  to  tax. 
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Examination  of  books  and  persons  by  the  Commissioner. 

8004  (Law.)  The  Commissioner,  for  the  purpose  of  ascertaining  the 
correctness  of  any  return  or  for  the  purpose  of  making  a return 

where  none  has  been  made,  is  hereby  authorized,  by  any  revenue  agent 
or  inspector  designated  by  him  for  that  purpose,  to  examine  any  books, 
papers,  records  or  memoranda  bearing  upon  the  matters  required  to  be 
included  in  the  return,  and  may  require  the  attendance  of  the  person 
rendering  the  return  or  of  any  officer  or  employee  of  such  person,  or  the 
attendance  of  any  other  person  having  knowledge  in  the  premises,  and 
may  take  his  testimony  with  reference  to  the  matter  required  by  law  to 
be  included  in  such  return,  with  power  to  administer  oaths  to  such  per- 
son or  persons. 

Jurisdiction  of  District  Courts. 

8005  (Law.)  Sec.  1318  [of  the  Revenue  Act  of  1918].  That  if  any 
person  is  summoned  under  this  Act  to  appear,  to  testify,  or  to  pro- 
duce books,  papers  or  other  data,  the  district  court  of  the  United  States 
for  the  district  in  which  such  person  resides  shall  have  jurisdiction  by 
appropriate  process  to  compel  such  attendance,  testimony,  or  production 
of  books,  papers,  or  other  data. 

800G  (Law.)  The  district  courts  of  the  United  States  at  the  instance  of 
the  United  States  are  hereby  invested  with  such  jurisdiction  to  make 
and  issue,  both  in  actions  at  law  and  suits  in  equity,  writs  and  orders  of 
injunction,  and  of  ne  exeat  republica,  orders  appointing  receivers,  and  such 
other  orders  and  process,  and  to  render  such  judgments  and  decrees,  granting 
in  proper  cases  both  legal  and  equitable  relief  together,  as  may  be  necessary 
or  appropriate  for  the  enforcement  of  the  provisions  of  this  Act.  The  remedies 
hereby  provided  are  in  addition  to  and  not  exclusive  of  any  and  all  other 
remedies  of  the  United  States  in  such  courts  or  otherwise  to  enforce  such 
provisions. 

Collection  of  tax  when  method  is  not  specifically  provided  for. 

8007  (Law.)  Sec.  1307  [of  the  Revenue  Act  of  1918].  That  in  all 
cases  where  the  method  of  collecting  the  tax  imposed  by  this  Act 

is  not  specifically  provided  in  this  Act,  the  tax  shall  be  collected  in  such 
manner  as  the  Commissioner,  with  the  approval  of  the  Secretary,  may 
prescribe.  All  administrative  and  penalty  provisions  of  Title  XI  of  this 
Act,  in  so  far  as  applicable,  shall  apply  to  the  collection  of  any  tax  which 
the  Commissioner  determines  or  prescribes  shall  be  paid  by  stamp. 

Penalty  for  failure  to  pay,  collect,  account  for  or  pay  over  any  tax,  or  for 

failure  to  make  a return. 

8008  (Law.)  Sec.  1308  [of  the  Revenue  Act  of  1918].  (a)  That 
any  person  required  under  Titles*  V,  VI,  VII,  VIII,  IX,  X,  or 

XII,  to  pay,  or  to  collect,  account  for  and  pay  over  any  tax,  or  required 
by  law  or  regulations  made  under  authority  thereof  to  make  a return  or 
supply  any  information  for  the  purposes  of  the  computation,  assessment 
or  collection  of  any  such  tax,  who  fails  to  pay,  collect,  or  truly  account 
for  and  pay  over  any  such  tax,  make  any  such  return  or  supply  any  such 
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information  at  the  time  or  times  required  by  law  or  regulation  shall  in 
addition  to  other  penalties  provided  by  law  be  subject  to  a penalty  of  not 
more  than  $1,000. 

Title  V.  Facilities  and  Insurance. 

Title  VI.  Beverages. 

Title  VII.  Tobacco. 

Title  VIII.  Admissions  and  Dues. 

Title  IX.  Excise  Taxes. 

Title  X.  Special  Taxes. 

Title  XII.  Child  Labor. 

8009  (b)  Any  person  who  willfully  refuses  to  pay,  collect,  or  truly  account 
for  and  pay  over  any  such  tax,  make  such  return  or  supply  such  infor- 
mation at  the  time  or  times  required  by  law  or  regulation,  or  who  will- 
fully attempts  in  any  manner  to  evade  such  tax  shall  be  guilty  of  a mis- 
demeanor and  in  addition  to  other  penalties  provided  by  law  shall  be 
fined  not  more  than  $10,000  or  imprisoned  for  not  more  than  one  year, 
or  both,  together  with  the  costs  of  prosecution. 

8010  (c)  Any  person  who  willfully  refuses  to  pay,  collect,  or  truly  ac- 
count for  and  pay  over  any  such  tax  shall  in  addition  to  other 

penalties  provided  by  law  be  liable  to  a penalty  of  the  amount  of  the  tax 
evaded,  or  not  paid,  collected,  or  accounted  for  and  paid  over,  to  be 
assessed  and  collected  in  the  same  manner  as  taxes  are  assessed  and  col- 
lected: Provided , however , That  no  penalty  shall  be  assessed  under  this 
subdivision  for  any  offense  for  which  a penalty  may  be  assessed  under 
authority  of  section  3176  [1|8085]  of  the  Revised  Statutes,  as  amended, 
or  of  section  605  or  620  [Beverages]  ofjthis  Act,  or  for  any  offense  for 
which  a penalty  has  been  recovered  under  section  3256  [Distilled  spirits] 
of  the  Revised  Statutes. 

8011  (d)  The  term  “person”  as  used  in  this  section  includes  an  officer 
or  employee  of  a corporation  or  a member  or  employee  of  a part- 
nership, who  as  such  officer,  employee,  or  member  is  under  a duty  to 
perform  the  act  in  respect  of  which  the  violation  occurs. 

Rules  and  Regulations  to  be  made  by  the  Commissioner. 

8012  (Law.)  Sec.  1309  [of  the  Revenue  Act  of  1918].  That  the 
Commissioner,  with  the  approval  of  the  Secretary,  is  hereby  au- 
thorized to  make  all  needful  rules  and  regulations  for  the  enforcement  of 
the  provisions  of  this  Act. 

Swearing  to  certain  returns  may  be  waived. 

8013  (Law.)  The  Commissioner  with  such  approval  may  by  regu- 
lation provide  that  any  return  required  by  Titles*  V,  VI,  VII, 

VIII,  IX  or  X to  be  under  oath  may,  if  the  amount  of  the  tax  covered 
thereby  is  not  in  excess  of  $10,  be  signed  or  acknowledged  before  two 
witnesses  instead  of  under  oath. 

Title  V.  Facilities  and  Insurance. 

Title  VI.  Beverages. 

Title  VII.  Tobacco. 

Title  VIII.  Admissions  and  Dues. 

Title  IX.  Excise  Taxes. 

Title  X.  Special  Taxes. 
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Credit  for  Overpayment  of  Taxes. 

8014  (Law.)  Sec.  1310  [of  the  Revenue  Act  of  1918].  (a)  That  in 

the  case  of  any  overpayment  or  overcollection  of  any  tax  imposed 

by  section  628  or  630  [Beverages]  of  by  Title  V [Facilities  and  Insurance], 
Title  VIII  [Admissions  and  Dues],  or  Title  IX  [Excise  Taxes],  the  person 
making  such  overpayment  or  overcollection  may  take  credit  therefor 
against  taxes  due  upon  any  monthly  return,  and  shall  make  refund  of 
any  excessive  amount  collected  by  him  upon  proper  application  by  the 
person  entitled  thereto,  (b),  * * * 1[4567,  (c)  * * *. 

Use  of  old  stamps  where  rate  is  increased. 

8015  (Law.)  Sec.  1311  [of  the  Revenue  Act  of  1918].  That  where 

the  rate  of  tax  imposed  by  this  Act,  payable  by  stamps,  is  an  in- 

crease over  previously  existing  rates,  stamps  on  hand  in  the  collectors’ 
offices  and  in  the  Bureau  of  Internal  Revenue  may  continue  to  be  used 
until  the  supply  on  hand  is  exhausted,  but  shall  be  sold  and  accounted  for 
at  the  rates  provided  by  this  Act,  and  assessment  shall  be  made  against 
manufacturers  and  other  taxpayers  having  such  'stamps  on  hand  on  the 
day  this  Act  takes  effect  for  the  difference  between  the  amount  paid  for 
such  stamps  and  the  tax  due  at  the  rates  provided  by  this  Act. 

Fractional  Part  of  Cent  in  Payment  of  Tax. 

8016  (l  aw.)  Sec.  1313  [of  the  Revenue  Act  of  1918].  That  in  the 
payment  of  any  tax  under  this  Act  not  payable  by  stamp  a frac- 
tional part  of  a cent  shall  be  disregarded  unless  it  amounts  to  one-half 
cent  or  more,  in  which  case  it  shall  be  increased  to  1 cent. 

Treasury  Certificates  of  Indebtedness  and  Uncertified  Checks  in  Payment 

of  Taxes. 

801 7 (Law.)  Sec.  1314  [of  the  Revenue  Act  of  1918].  That  collec- 
tors may  receive,  at  par  with  an  adjustment  for  accrued  interest, 

certificates  of  indebtedness  issued  by  the  United  States  and  uncertified 
checks  in  payment  of  income,  war-profits  and  excess-profits  taxes  and  any 
other  taxes  payable  other  than  by  stamp,  during  such  time  and  under  such 
regulations  as  the  Commissioner,  with  the  approval  of  the  Secretary,  shall 
prescribe;  but  if  a check  so  received  is  not  paid  by  the  bank  on  which  it 
is  drawn  the  person  by  whom  such  check  has  been  tendered  shall  remain 
liable  for  the  payment  of  the  tax  and  for  all  legal  penalties^and  additions 
the  same  as  if  such  check  had  not  been  tendered. 

80 1 8 Instructions  Relative  to  Acceptance  of  Certificates  of  Indebtedness  for  Profits 
Taxes. — [Comment:  The  following  was  issued  under  the  old  law  which  provided 
for  the  acceptance  of  uncertified  checks  and  Treasury  Certificates  of  Indebtedness  in 
payment  of  income  and  excess  profits  taxes  only,  instead  of  for  those  taxes  “and  any  other 
taxes  payable  other  than  by  stamp”  as  well,  as  it  is  now  provided.]  Collectors  of  Internal 
Revenue  are  directed  to  receive  at  par  United  States  Treasury  certificates  of  indebtedness 
of  the  Tax  Series  of  1919,  dated  August  20,  1918,  and  maturing  July  15,  1919,  and  of  Series 
T,  dated  November  7,  1918,  and  maturing  March  15,  1919,  in  payment  of  income  and  profits 
taxes  when  payable  at  or  before  the  maturity  of  the  certificates.  The  amount,  at  par,  of 
the  Treasury  certificates  of  indebtedness  presented  by  any  taxpayer  in  payment  of  income 
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and  profits  taxes  must  not  exceed  the  amount  of  the  taxes  to  be  paid  by  him.  Deposits 
of  certificates  of  indebtedness  must  be  made  by  collectors  with  the  Federal  Reserve  Banks  of 
the  districts  in  which  the  respective  collectors’  offices  are  located.  Such  certificates  of 
indebtedness  may  be  accepted  by  the  collector  prior  to  the  date  the  tax  is  due  and  in  that 
case  should  be  forwarded  by  the  collector  to  the  Federal  Reserve  Bank  to  be  held  for  account 
of  the  collector  until  the  date  the  tax  is  due  and  for  deposit  on  such  date.  Certificates  of 
indebtedness  should  be  stamped  as  follows  by  the  collector  and  when  so  stamped  trans- 
mitted to  the  Federal  Reserve  Bank  by  registered  mail  uninsured: 

,191 

This  certificate  has  been  accepted  in  payment  of  income  and  profits  taxes  and  will  not  be 
redeemed  by  the  United  States  except  for  credit  of  the  undersigned. 


Collector  of  Internal  Revenue, 
for  the district  of 

Each  unmatured  coupon  attached  to  each  such  certificate  of  indebtedness  must  be  stamped 
across  the  face  by  the  collector  as  follows:  “Paid.” 

8019  All  coupons  maturing  on  or  before  the  date  the  tax  is  due  must  be  detached  by  the 
taxpayer  and  collected  in  ordinary  course;  but  all  other  coupons  must  be  attached 

to  the  certificates  and  forwarded  to  the  Federal  Reserve  Bank.  Any  accrued  interest  to  the 
date  the  tax  is  due  not  covered  by  coupons  detached  as  above  provided  will  be  remitted 
to  the  taxpayer  by  the  Federal  Reserve  Bank  by  check  and  the  collector  must  furnish  to  the 
Federal  Reserve  Bank  the  name  and  address  of  the  taxpayer,  the  amount  and  serial 
numbers  of  the  certificates  presented  in  each  case,  the  date  of  issue  of  the  certificates,  and 
the  date  the  tax  was  due.  Collectors  shall  in  no  case  pay  interest  on  such  certificates  nor 
accept  them  for  an  amount  other  or  greater  than  their  face  value.  Receipts  given  by 
collectors  to  taxpayers  should  show  the  amount  of  certificates  of  each  series  received  in 
payment  of  taxes. 

8020  The  collectors  should  make  in  tabular  form  a schedule  in  duplicate  of  the 
certificates  of  indebtedness  to  be  sent  to  the  Federal  Reserve  Bank,  showing  the 

serial  number  of  each  certificate,  date  of  issue,  and  face  value.  Certificates  of  indebtedness 
accepted  prior  to  the  date  the  tax  is  due  must  be  scheduled  separately,  and  such  date  must 
appear  on  the  schedule.  At  the  bottom  of  the  schedule  there  should  be  written  or  stamped 

“Income  and  Profits  Taxes  $ which  must  agree  with  the  total  shown  on  the 

schedule.  Such  income  and  profits  tax  deposits  must  in  all  cases  be  shown  on  the  face  of 
the  certificate  of  deposit  (National  Bank  Form  15)  separate  and  distinct  from  the  item  of 
miscellaneous  internal  revenue  collections  (formerly  called  Ordinary),  but  it  is  not  necessary 
to  give  the  separation  into  corporation  income,  individual  income  and  profits  taxes.  One 
copy  of  this  schedule  must  accompany  the  certificates  sent  to  the  Federal  Reserve  Bank, 
and  the  other  be  retained  by  the  collector. 

8021  Until  certificates  of  deposit  are  received  from  the  Federal  Reserve  Banks, 
the  amounts  must  be  carried  as  cash  on  hand,  and  not  credited  as  collections,  as 

the  dates  of  certificates  of  deposit  determine  the  dates  of  collections. 

8022  For  the  purpose  of  saving  taxpayers  the  expense  of  transmitting  such  certificates 
as  are  held  in  Federal  Reserve  cities  to  the  office  of  the  collector  in  whose  districT 

the  taxes  are  payable,  taxpayers  desiring  to  pay  income  and  profits  taxes  by  Treasury 
certificates  of  indebtedness  acceptable  in  payment  of  such  taxes,  should  communicate  with 
the  collector  of  the  district  in  which  the  taxes  are  payable  and  request  from  him  authority 
to  deposit  such  certificates  with  the  Federal  Reserve  Bank  in  the  city  in  which  the  certificates 
are  held. 

8023  Collectors  are  authorized  to  permit  deposits  of  Treasury  certificates  of  indebt- 
edness in  any  Federal  Reserve  Bank  with  the  distinct  understanding  that  the 

Federal  Reserve  Bank  is  to  issue  a certificate  of  deposit  in  the  collector’s  name  covering 
the  amount  of  the  certificates  of  indebtedness  at  par  and  to  state  on  the  face  of  the  certificate 
of  deposit  that  the  amount  represented  thereby  is  in  payment  of  income  and  profits  taxes. 
The  Federal  Reserve  Bank  should  forward  the  original  certificate  of  deposit  to  the  Treasurer 
of  the  United  States,  with  its  daily  transcript,  and  transmit  to  the  collector  the  duplicate 
and  triplicate,  accompanied  by  a statement  giving  the  name  of  the  taxpayer  for  whom  the 
payment  is  made  in  order  that  the  collector  may  make  the  necessary  record  and  forward 
the  duplicate  to  this  office.  (T.  D.  2778,  Dec.  11,  1918. 
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8024  In  accordance  with  the  provisions  of  Section  1010  [Sec.  1314,  1(8017  above]  of 
the  Act  of  October  3,  1917,  collectors  may  accept  uncertified  checks  in  payment 

of  income  and  excess  profits  taxes  [and  any  other  taxes  payable  other  than  by  stamp]. 
If  such  check  is  not  paid  by  the  bank  oh  which  it  is  drawn,  the  person  by  whom  it  has  been 
tendered  shall  remain  liable  for  the  payment  of  the  tax  and  for  all  legal  penalties  and  ad- 
ditions the  same  as  if  such  check  had  not  been  received. 

8025  Such  uncertified  checks  as  the  depositary  bank  is  willing  to  accept  should  be 
included  in  the  certificate  of  deposit  issued  to  the  collector. 

8026  All  other  uncertified  checks  will  be  carried  by  the  collector  as  “cash  on  hand” 
and  not  credited  as  “Collections,”  as  the  dates  of  the  certificates  of  deposit  de- 
termine the  dates  of  collections. 

8027  The  date  on  which  the  collector  receives  the  check  will  be  considered  the  one 
on  which  payment  is  made,  unless  the  check  is  returned  dishonored. 

8028  Such  uncertified  checks  as  the  depositary  bank  is  not  willing  to  accept  for 
immediate  credit  may  be  deposited  for  collection  by  the  collector  of  internal 

revenue  to  his  official  credit,  under  his  bond,  with  a regular  depositary  bank,  and  when  the 
check  nr  checks  have  been  collected  the  proceeds  should  be  immediately  deposited  by 
him  with  his  other  collections  for  the  day.  At  the  same  time  the  collector  will  charge  his 
account  “Cash  on  hand”  and  credit  the  taxpayer  from  whom  the  particular  uncertified 
check  was  received.  (T.  D.  2627,  Dec.  28,  1917.) 

Claims  for  Refund  and  Abatement  of  Taxes. 

8029  (Law.)  Sec.  1316  [of  the  Revenue  Act  of  1918].  (a)  That  section 
3220  of  the  Revised  Statutes  is  hereby  amended  to  read  as  follows: 

Section  3220  of  the  Revised  Statutes. 

8030  “See.  3220.  The  Commissioner  of  Internal  Revenue,  subject  to 
regulations  prescribed  by  the  Secretary  of  the  Treasury,  is  author- 
ized to  remit,  refund,  and  pay  back  all  taxes  erroneously  or  illegally  as- 
sessed or  collected,  all  penalties  collected  without  authority,  and  all  taxes 
that  appear  to  be  unjustly  assessed  or  excessive  in  amount,  or  in  any  man- 
ner wrongfully  collected;  also  to  repay  to  any  collector  or  deputy  collector 
the  full  amount  of  such  sums  of  money  as  may  be  recovered  against  him 
in  any  court,  for  any  internal  revenue  taxes  collected  by  him,  with  the 
cost  and  expenses  of  suit;  also  all  damages  and  costs  recovered  against 
any  assessor,  assistant  assessor,  collector,  deputy  collector,  agent,  or 
inspector,  in  any  suit  brought  against  him  by  reason  of  anything  done  in 
the  due  performance  of  his  official  duty,  and  shall  make  report  to  Con- 
gress at  the  beginning  of  each  regular  session  of  Congress  of  all  transac- 
tions under  this  section.” 

8031  Allowance  for  and  Redemption  of  Internal  Revenue  Stamps. — Form  46. — 
The  Act  entitled  “An  Act  authorizing  the  Commissioner  of  Internal  Revenue  to 

redeem  or  make  allowance  for  internal  revenue  stamps,”  approved  May  12,  1900,  (as 
amended  by  the  act  of  June  30,  1902  [32  stat.,  506])  provides: 

That  the  Commissioner  of  Internal  Revenue,  subject  to  regulations  prescribed  by  the 
Secretary  of  the  Treasury,  may,  upon  receipt  of  satisfactory  evidence  of  the  facts,  make 
allowance  for  or  redeem  such  of  the  stamps,  issued  under  authority  of  law,  to  denote  the 
payment  of  any  internal-revenue  tax,  as  may  have  been  spoiled,  destroyed,  or  rendered 
useless  or  unfit  for  the  purpose  intended,  or  for  which  the  owner  may  have  no  use,  or  which 
through  mistake  may  have  been  improperly  or  unnecessarily  used,  or  where  the  rates  or 
duties  represented  thereby  have  been  excessive  in  amount,  paid  in  error,  or  in  any  manner 
wrongfully  collected.  Such  allowance  or  redemption  may  be  made,  either  by  giving  other 
stamps  in  lieu  of  the  stamps  so  allowed  for  or  redeemed,  or  by  refunding  the  amount  or  value 
to  $he  owner  thereof,  deducting  therefrom,  in  case  of  repayment,  the  percentage,  if  any, 
allowed  to  the  purchaser  thereof;  but  no  allowance  or  redemption  shall  be  made  in  any  case 
until  the  stamps  so  spoiled  or  rendered  useless  shall  have  .been  returned  to  the  Commissioner 
of  Internal  Revenue,  or  until  satisfactory  proof  has  been  made  showing  the  reason  why  t lie 
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same  can  not  be  returned;  or,  if  so  required  by  the  said  Commissioner,  when  the  person 
presenting  the  same  can  not  satisfactorily  trace  the  history  of  said  stamps  from  their  issuance 
to  the  presentation  of  his  claim  as  aforesaid. 

* * * 

8032  Provided  further , That  no  claim  for  the  redemption  of  or  allowance  for  stamps 
shall  be  allowed  unless  presented  within  two  years  after  the  purchase  of  said  stamps 

from  the  government. 

* * * 

8033  Sec.  2.  That  the  finding  of  facts  in  and  the  decision  of  the  Commissioner  of 
Internal  Revenue  upon  the  merits  of  any  claim  presented  under  or  authorized  by 

this  Act  shall,  in  the  absence  of  fraud  or  mistake  in  mathematical  calculation,  be  final  and 
not  subject  to  revision  by  any  accounting  officer. 

8034  Sec.  3.  That  all  laws  and  parts  of  laws  in  conflict  with  any  of  the  provisions 
of  this  Act  are  hereby  repealed. 

8035  Redemption  of  Stamps  not  Affixed  to  Documents  or  Articles.— Claims  for  the 
allowance  for  or  redemption  of  unused  stamps  must  be  made  on  Form  46,  and  the 

facts  relied  upon  in  support  of  the  claim  should  be  clearly  set  forth  under  oath.  The  claim 
should  be  made  by  the  bona  fide  owner  of  the  stamps  presented  for  allowance  or  redemption 
or  an  agent  or  representative  of  such  owner.  [For  copy  of  Form  46,  see  page  1509.] 

8036  The  claim  should  be  supported  by  the  certificate  of  the  deputy  collector  who 
personally  investigated  the  statements  made  by  the  claimant,  setting  forth, 

after  careful  inquiry,  his  belief  as  to  the  statements  therein  made,  and  by  the  certificate 
of  the  collector  from  whom  the  stamps  were  purchased  [in  $100  lots  or  where  the  stamps 
bear  serial  numbers],  setting  forth  the  date  of  purchase,  by  whom  purchased,  kind  of  stamps, 
denomination,  number  and  amount,  and  his  certificate  that  the  facts  set  forth  in  the  affidavit 
of  the  claimant  have  been  carefully  investigated  under  his  direction,  and  his  opinion  as  to 
the  truth  or  falsity  of  said  statements,  together  with  such  recommendation  as  to  the  allow- 
ance or  disallowance  of  said  claim  as  in  his  opinion  seems  just  and  proper. 

8037  All  claims  on  Form  46  shall  be  forwarded  to  the  Commissioner  of  Internal  Revenue 
for  examination,  and  he  may,  when  he  deems  it  necessary  to  complete  the  evidence 

of  the  facts  set  forth  in  any  claim,  require  additional  statements,  certificates,  or  affidavits 
from  the  claimant,  collector,  or  any  other  person,  and  may  cause  such  investigation  to  be 
made  and  such  instructions  complied  with  as  in  his  opinion  are  necessary  to  a proper  adjust- 
ment of  the  claim. 

8038  Redemption  of  Stamps  Affixed  to  Documents  or  Articles. — In  cases  where  docu- 
mentary or  proprietary  stamps  have  been  affixed  to  instruments  or  aticles  not 
requiring  them,  and  canceled,  or  where,  by  error,  stamps  of  greater  value  than  that 

required  by  law  have  been  used,  claims  for  the  amounts  paid  in  error  or  in  excess  should  be 
made  on  Form  46,  accompanied  by  the  stamps,  and,  where  practicable,  by  the  instruments 
to  which  the  stamps  have  been  erroneously  attached,  or  certified  copies  thereof.  [For 
copy  of  Form  46,  see  page  1509.] 

8039  These  instructions  as  to  the  use  of  Form  46  will  also  apply  to  cases  where  an  instru- 
ment is  duly  stamped  and  is  accidentally  injured  or  found  to  be  defective,  and  a 

substitute  is  prepared  and  duly  stamped,  or  where  the  instrument  is  not  used. 

8040  In  case  the  instrument  cannot  be  furnished  the  reasons  therefor  should  be  set 
forth  to  the  collector  who  will  instruct  his  deputy  to  visit  claimant’s  place  of 

business,  examine  the  instrument  and  cancel  the  stamps  by  writing  across  the  same  the 
words  “Claim  for  refund  filed,”  or  the  instrument  may  be  submitted  to  the  collector  at  his 
office  where  the  stamps  will  be  canceled  by  him  as  above. 

8041  Claims  allowed  by  the  Commissioner  of  Internal  Revenue  on  Form  46  shall  be 
certified  by  him  to  the  Auditor  for  the  Treasury  Department  who  shall,  in  the 

absence  of  fraud  or  mistake  in  mathematical  calculation  of  the  amount  due  claimant  on 
the  basis  of  the  allowance  by  the  Commissioner,  certify  the  amount  allowed  to  the  Division 
of  Bookkeeping  and  Warrants  [which  will  issue  a warrant  in  payment  thereof].  (Amended 
•extracts  from  Regulation  No.  14,  Revised,  dated  October  15,  1911,  signed' by  Commissioner 
of  Internal  Revenue,  R.  E.  Cabell,  and  countersigned  by  Franklin  MacVeagh,  Secretary 
of  the  Treasury.) 

8042  Forms  46  and  47  on  which  to  Present  Claims  for  Refund  and  Abatement  of  Taxes. 

■ — -[For  copy  of  Form  46,  see  page  1509  and  for  copy  of  Form  47,  see  page  1511.] 
Claims  for  the  refunding  of  assessed  taxes  and  penalties  must  be  made  out  upon  Form  46. 
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In  this  case,  as  in  that  of  claims  for  abatement  upon  Form  47,  the  burden  of  proof-rests 
upon  the  claimant.  All  the  facts  relied  upon  in  support  of  the  claim  should  be  clearly 
set  forth  under  oath.  The  claim  should  be  still  further  supported  by  an  affidavit  of  the 
deputy  collector  of  the  proper  division,  and  by  the  certificate  of  the  collector.  (Extract 
from  Regulation  No.  14,  Revised,  published  October  15,  1919.) 

8043  Clai  ms  for  abatement  of  taxes  or  penalties  erroneously  or  illegally  assessed  or  which 
are  abatable  under  remedial  acts,  etc.,  must  be  made  out  upon  Form  47,  and  must 

be  sustained  by  the  affidavits  of  the  parties  against  whom  the  taxes  were  assessed,  or  of 
other  parties  cognizant  of  the  facts,  and  must  be  accompanied  by  affidavits  of  the  deputy 
collectors  of  the  divisions  in  which  the  claims  arise.  (Extract  from  Regulation  No.  14, 
Revised,  published  October  15,  1911.) 

8044  Claim  for  Abatement  Stays  5%  Penalty  until  Claim  is  Rejected. — “When  an 
assessment  is  made  for  a tax  or  penalty  and  demand  made  for  payment,  if  a claim 

for  abatement  (Form  47)  is  filed  within  ten  days  after  such  demand,  and  accepted  by  the 
collector,  the  time  ceases  to  run  against  the  claimant  as  to  five  per  cent,  penalty  until  the 
claim  is  rejected.  Upon  receipt  of  the  notice  of  rejection  of  the  claim,  the  collector  should 
immediately  notify  the  party  assessed  and  demand  the  payment  of  the  tax;  if  the  tax  is  not 
then  paid  within  ten  days  after  mailing  of  the  notice  to  the  claimant  by  the  collector  of  the 
rejection  of  the  claim,  the  five  per  cent,  penalty  accrues.  Interest  at  one  per  cent,  per  month 
continues  to  run  and  should  be  collected  with  the  tax  at  the  time  of  payment  for  the  full 
number  of  calendar  months  which  intervene  between  the  date  of  the  expiration  of  the  first  ten 
days’  notice  and  the  date  of  the  payment  of  the  tax,  notwithstanding  the  fact  that  a claim  for 
abatement  has  been  filed.”  [Paragraph  from  Regulation  No.  14,  dated  October  15,  1911. 
“Now  in  force  and  outlines  the  practice  followed  by  the  Department.” — oral  statement  to 
The  Corporation  Trust  Company  by  the  Department,  July  26,  1917.] 

8045  Internal-Revenue  Officers  Forbidden  to  Furnish  Unauthorized  Statements  or 
Certificates  in  Support  of  Claims  for  Remission  of  Taxes  or  Penalties  Under 

Internal-Revenue  Law. — The  attention  of  this  Office  has  recently  been  called  to  voluntary 
written  statements  or  certificates  furnished  by  certain  revenue  officers  in  support  of  claims 
pending  in  this  office  for  remission  of  taxes  and  penalties  found  to  have  been  incurred  by 
distillers  or  other  taxpayers. 

8046  All  such  statements  or  certificates  are  not  only  wholly  unauthorized,  but  in  many 
instances  are  misleading  and  tend  to  defeat  the  Government’s  claim. 

8047  Revenue  officers  are  therefore  positively  prohibited  from  furnishing  statements 
in  cases  pending  before  this  office  unless  called  for  by  this  office  or  required  by 

regulations  to  be  furnished  in  cases  when  originally  presented  to  this  office  through  the 
regular  official  channels. 

8048  In  this  connection  attention  is  called  to  T.  D.  1607  of  March  31,  1910,  forbidding 
revenue  officers  from  preparing  affidavits  for  claimants  in  like  cases.  Any  violation 

of  the  instructions  contained  in  that  decision  or  herein  contained  will  subject  the  offending 
officer  to  dismissal  from  the  service,  and,  where  the  circumstances  justify,  to  prosecution 
under  section  3169  of  the  Revised  Statutes.  (T.  D.  2443,  Feb.  9,  1917.) 

8049  Modified  Procedure  for  Claims  for  Refund  and  Abatement. — The  following 
modifications  in  the  procedure  with  regard  to  claims  on  Forms  46,  47,  53  and  488 

is  prescribed. 

8050  1-  Claims  on  Form  46  and  Form  47  will  not  hereafter  be  referred  to  division 
deputies  for  investigation,  and  the  division  deputy’s  certificate  on  page  2 of  the 

claims  need  not  be  executed.  Where  an  investigation  is  necessary  it  will  be  directed  by  the 
Commissioner  to  be  made. 

8051  2.  All  claims  on  Forms  46  and  47  are  to  be  stamped  with  the  date  of  receipt  im- 
mediately on  presentation  to  the  collector  or  division  deputy,  and  thereafter  are 

to  be  forwarded,  without  further  recording  or  certification,  immediately  to  the  Com- 
missioner. 

Two  Exceptions  to  This  Rule  Are  to  be  Especially  Noted. 

8052  (a)  The  certificate  on  page  2 of  the  claim  is  to  be  executed  in  the  case  of  claims  for 
taxes  paid  by  special  tax  stamp,  since  there  is  no  data  in  the  Commissioner’s 

office  which  will  permit  the  verification  of  these  claims  without  the  collector’s  certificate. 

8053  (b)  When  a claim  is  filed  for  abatement  such  notation  is  to  be  made  on  the  collec- 
tor’s assessment  list  on  Form  23  as  will  the  issuance  of  collection  notices  until  after 

the  abatement  claim  has  been  acted  upon,  unless,  of  course,  the  collector  deems  the  interests 
of  the  Government  insufficiently  protected  to  justify  suspension  of  the  collection. 
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l'RBASURY  rifcPARTMBNT, 
U.  8.  iNTKRNAt.  REVENUE. . 
Form  10— Revised  March.  1818. 
tkL  160,000. 


CLAIM  FOR  REFUND. 

TAXES  ERRONEOUSLY  OR  ILLEGALLY  COLLECTED. 

ALSO  AMOUNTS  PAID  FOR  STAMPS  USED  IN  ERROR  OR  EXCESS. 


State  of. 

County  of.. 


1 


IMPORTANT.  , 

Tbie  claim  should  bo  forward sd  to  the  Collector  of 
Internal  Revenue  to  whom  the  Tax  was  paid  and  oust 
be  accompanied  by  Collector’s  Receipt  therefor. 


Date  of  filing  to  be 


plainly  tUrmped  here 


(Nome  of  claimant.) 


(Addre3s  ol  claimant;  give  street  and  number  u city  or  town,  end  State.)  * """ 

This  doponont  being  duly  sworn  according  to  law  deposes  and  says  that  this  claim  is  made  on  behalf  of  the 
claimant  named  ^bovc,  and  that  the  facts  stated  below  with  refevenceto  tho  claim  are  true  and  complete: 


1.  Businoss  engaged  in  by  claimant . 

2.  Character  of  assessment  or  tax 

3.  Amount  of  assessment  or  stamps.. 


(State  for  or  upon  whet  Uie  ten  wee  assessed  or  tho  stompe  affixed.) 


4,  Amount  now  asked  to  bo  refunded  (or  such  greater  amount  as  fe  legally  refundable).........  $ 


5.  Date  of  payment  of  assessment  or  purchase  of  stamps 

Deponent  verily  believes  that  the  amount  stated  in  Iteui  i should  be  refunded  and  claimant  now  asks  and 
demands  refund  of  said  amount  for  the  following  reasons: 


And  this  deponent  further  alleges  that  the  said  claimant  fenajjt  indebted  to  the  United  States  in  any  amount 
whatever,  and  that  no  claim  has  heretofore  been  presented,  exggpt  as  stated  herein,  for  the  refunding  of  the  whole 
or  any  part  of  the  amount  stated  in  Item  3. 

Sworn  to  and  subscribed  before  me  this....... — Signed : 


(Marne.)  (Title.) 

(Tins  affidavit  may  be  eworo  to  before  a Deputy  Collector  of  Internal  Revenue  without  charge.) 
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CERTIFICATES. 

I certify  that  an  examination  of  the  rocords  of  tlio  Commissioner’s  Office  shows  the  following  facts  as  to  the 
assessment  ana  payment  of  tho  tax : 


Name  or  iaxpateb. 

Character  of  assessment 
1 and  period  covered. 

List. 

Year. 

Month. 

Tago. 

Liao. 

Amount. 

D^paid.  | 

$ 

i 

; 1 

1 

I 

Assessment  Clark,  Internal  Revenue  Bureau. 


..... % ....... .. — •■avat.rajo  feMnaaii 

I certify  that  the  records  of  m3’  office  show  tho  following  facts  as  to  the  purchaso  of  stamps: 


To  WHOM  GOLD  on  ISSTOD. 

he. 4 eii. & wet  ' hot 

Kind. 

Number. 

Denomination. 

Date  0!  sale 
orlsstio. 

Amount. 

If  special  tax  stamp,  state: 

Serial  number. 

renod 

coauTjcbcing— 

$. .,.,.1 

- 





1 

L... 

1 

Form  *6. 

Schedule  Number  ... - — . ... 

Allowed  or  Rejected  Number 

Claimant. — —* — 

Address : — . — •. — 


"Examined  and  submitted  for  action. 


Claim  examined  by— 

HI*  Adi  V 


Claim  approved  by— 


, Amount  claimod — 
Amount  allowed...  $.. 
Amount  rejected 5- 


District 


(Nature  of  ia*.) 


, 10.. 

COMMITTEE  ON  CLAIMS.' 
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TREASURY  ftEPARTSfTNT, 
U.  8.  Intern. l Rtvenut.. 
Form  47.— Reri-.fti  April,  I (US. 
Ed.  WU.'XX). 


CLAIM  FOR  ABATEMENT 

TAXES  ERRONEOUSLY  OR  ILLEGALLY  ASSESSED 


State  of 

County  of 


IMPORTANT 

Thin  claim  iihould  be  forv/r.r<Iec  to  the  Collector 
of  Interne!  Revenue  from  v-hom  notlco  of  uien> 
ment  va*  received. 


via&iagA 


DATE  Of  FILING  TO  BE 


PLAINLY  STAMPED  HERE 


(Name  of  claimant.) 


(Addicts  of  claimant;  give  street  and  number  as  well  os  city  or  love,  and  State.) 

This  deponent  being  duly  svrom  according  to  lair,  deposes  and  says  that  this  claim  Is  mado  on  behalf  of  tbo 
claimant  named' above*  and  th£t  tho  facts  stated  below  with  reference  to  said  claim  are  truo  and  complete: 

1 . Business  engaged  in  by  claimant j 1 

2.  Character  of  assessment  or  tax 

3.  Amount  of  assessment j i S 

4.  Amount  now  asked  to  bo  abated J... j i S - 

Deponent  Verily  believes  that  tho  amount  stated  in  item  4 should  be  abated,  and  claimant  now  asks  and 

demands  abatement  of  said  amount  for  tbe  following  reasons: 


Sworn  to  and  subscribed  before  mo  this 
day  of  19- 


Signed: 


Wrilo  Name 
BarJy  read. 


(Thin  affidavit  may  bo  nwom  to  beforo  a Deputy  Collector  of  Internal  Itcvenuo  -without  charge.) 
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CERTIFICATE  OF  ASSESSMENT 

I certify  thnt  an  examination  of  the  records  of  the  Commissioner's  Office  shows  the  following  facts  as  to  the 


Abatement  Order  No. .... 

Claimant 
Address  .. 


Amount  claimed,  $. 
Amount  allowed, 
Amount  rejected,  §. 


Claim  etammed  by— 


Assessment  Clerk,  Internal  Revenue  Bureau. 


Form  47 


District  ... 


Examined  and  submitted  for  action T..i 19. 

COMMITTEE  ON  CLAIMS  • 
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8054  3.  The  use  of  Record  No.  22  is  to  be  abandoned.  Record  No.  23  will  continue 
to  be  used, ''‘as  at  present. 

8055  4.  Form  No.  7213,  notification  of  allowance  of  refunding  claim,  will  no  longer 
be  forwarded  to’collectors . 

8056  5.  Hereafter,  where  an  abatement  claim  is  acted  upon,  the  collector  will  receive 
an  original  letter  addressed  to  the  claimant  and  a carbon  copy  for  the  collector’s 

files.  The  original  is  to  be  mailed  the  claimant  immediately  with  notice  and  demand  for  the 
payment  of’any  tax  shown  by  the  letter  and  the  assessment  list  to  be  due. 

8057  6.  Where  the  claim  is  allowed  in  full,  credit  for  the  abated  tax  is  not  to  be  taken 
by  the  collector  until  the  receipt  of  schedule  on  Form  3220.  This  schedule  will  be 

preparedjand  mailed  to  the‘*collector  monthly,  as  heretofore. 

8053  7.  Because  of  the  distribution  of  the  claim’s  work  to  the  various  divisions  of  the 

Bureau,  it  is  no  longer  practicable  to  consider  a claim  on  Form  46  or  47,  53  or  488, 
covering  taxes  assessed  upon  more  than  one  of  the  lists  of  the  various  classifications.  In 
presenting  their  own  claims  on  Forms  53  and  488,  therefore,  collectors  will  hereafter  group 
in  their  claims  the  items  which  are  upon  the  list,  or  lists,  of  a given  class,  and  if  a claimant 
makes  claim  on  Form  46  or  47  for  the  remission  or  refund  of  taxes  assessed  upon  more  that 
one  kind  of  list,  the  collector  will  assist  the  claimant  in  formulating  new  claims  correctly 
prepared. 

8059  Regulations  No.  2,  14  and  33  (Art.  247-273)  are  modified  accordingly. 

8060  The  purposes  of  the  modification  of  the  former  procedure  with  regard  to  claims  are* 
to  eliminate  a duplication  of  detail  in  the  collector’s  and  the  Commissioners 

office,  and  the  accommodation  of  the  taxpayer  by  making  it  possible  for  him  to  secure 
much  more  prompt  consideration  of  his  claims  than  has  been  possible  heretofore.  (T.  D. 
2654,  Feb.  19,  1918.) 

Suits  to  Restrain  Assessment  or  Collection  of  Taxes. 


Section  3224  of  the  Revised  Statutes 
8061  “No  suit  for  the  purpose  of  restraining  the  assessment  or  collection 
of  any  tax  shall  be  maintained  in  any  court.” 


Decision . 

(February  21,  1916.) 

Supreme  Court  of  the  United  States. 

John  F.  Dodge  and  Horace  E.  Dodge,  Appellants 
vs. 

W.  H.  Osborn,  Commissioner  of  Internal  Revenue. 

(240  U.  S.  118.) 

Mr.  Chief  Justice  White  delivered  the  opinion  of  the  Court. 

8062  The  appellants  filed  their  bill  in  the  Supreme  Court  oi  the  District  of  Columbia 
against  the  Commissioner  of  Internal  Revenue  to  enjoin  the  assessment  and  collec- 
tion of  the  taxes  imposed  by  the  Income  Tax  section  of  the  Tariff  Act  of  October  3,  1913 
(38  Stat.  166,  181),  and  especially  the  surtaxes  therein  provided  for  on  the  ground  that  the 
statute  was  void  for  repugnancy  to  the  Constitution  of  the  United  States.  The  case  is  here 
on  appeal  from  the  judgment  of  the  court  below  affirming  the  action  of  the  trial  court  in 
sustaining  a motion  to  dismiss  the  complaint  for  want  of  jurisdiction  because  the  com- 
plainants had  an  adequate  remedy  at  law  and  because  of  the  provision  of  section  3224 
Revised  Statute  that  “No  suit  for  the  purpose  of  restraining  the  assessment  or  collection 
of  any  tax  shall  be  maintained  in  any  court.” 

8063  We  at  once  put  out  of  view  a contention  that  section  3224  is  not  applicable  to 
taxes  imposed  by  the  Income  Tax  Law  since  we  are  clearly  of  the  opinion  that 

it  is  within  the  contemplation  of  paragraph  L of  the  act  which  provides: 

8064  “That  all  administrative,  special  and  general  provisions  of  law,  including  the  laws 
in  relation  to  the  assessment,  remission,  collection,  and  refund  of  internal-revenue 

taxes  not  heretofore  specifically  repealed  and  not  inconsistent  with  the  provisions  of  this 
section,  are  hereby  extended  ancj  made  applicable  to  all  the  provisions  of  this  section  and 
to  the  tax  herein  imposed,” 
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And  for  the  same  reason  we  do  not  further  notice  a contention  as  to  the  inapplicability  of 
sections  3220  [^[8030],  3226  [1f8071]  and  3227  [^[8072],  to  which  effect  was  given  by  the  court 
below  requiring  an  appeal  to  the  Commissioner  of  Internal  Revenue  after  payment  of  a 
tax  claimed  to  have  been  erroneously  and  illegally  assessed  and  collected  and  upon  his 
refusal  to  return  the  sum  paid  giving  a right  to  sue  for  its  recovery. 

8065  The  question  for  decision  therefore  is  whether  the  sections  of  the  Revised  Statutes 
referred  to  are  controlling  as  to  the  case  in  hand.  The  plain  purpose  and  scope  of  the 
sections  are  thus  stated  in  Snyder  v.  Marks,  109  U.  S.  189,  193-194,  a suit  brought  to  enjoin 
the  collection  of  a revenue  tax  on  tobacco: 

“The  inhibition  of  Section  3224  applies  to  all  assessments  of  taxes,  made  under  color  of 
their  offices,  by  internal  revenue  officers  charged  with  general  jurisdiction  of  the  subject 
of  assessing  taxes  against  tobacco  manufacturers.  The  remedy  of  a suit  to  recover  back  the 
tax  after  it  is  paid  is  provided  by  statute,  and  a suit  to  restrain  its  collection  is  forbidden. 
The  remedy  so  given  is  exclusive,  and  no  other  remedy  can  be  substituted  for  it.  Cheatham 
v.  United  States,  92  U.  S.  85,  88,  and  again  in  State  Railroad  Tax  Cases,  92  U.  S.  575,  613, 
it  was  said  by  this  court,  that  the  system  prescribed  by  the  United  States  in  regard  to  both 
customs  duties  and  internal  revenue  taxes,  of  stringent  measures,  not  judicial,  to  collect 
them,  with  appeals  to  specified  tribunals,  and  suits  to  recover  back  moneys  illegally  exacted 
was  a system  of  corrective  justice  intended  to  be  complete,  and  enacted  under  the  right 
belonging  to  the  government  to  prescribe  the  conditions  on  which  it  would  subject  itself 
to  the  judgment  of  the  courts  in  the  collection  of  its  revenues.  In  the  exercise  of  that  right, 
it  declares,  by  section  3224,  that  its  officers  shall  not  be  enjoined  from  collecting  the  tax 
claimed  to  have  been  unjustly  assessed,  when  those  officers,  in  the  course  of  general  jurisdic- 
tion over  the  subject  matter  in  question,  have  made  the  assignment  (assessment)  and  claim 
that  it  is  valid.” 

And  this  doctrine  has  been  repeatedly  applied  until  it  is  no  longer  open  to  question  that  a 
suit  may  not  be  brought  to  enjoin  the  assessment  or  collection  of  a tax  because  of  the  alleged 
unconstitutionality  of  the  statute  imposing  it.  Shelton  v.  Platt,  139  U.  S.  591;  Pittsburgh, 
etc.,  Ry.  v.  Board  of  Public  Works,  172  U.  S.  32;  Pacific  Whaling  Company  v.  United 
States,  187  U.  S.  447,  451,  452. 

8066  But  it  is  contended  that  this  doctrine  has  no  application  to  a case  where  wholly 
independent  of  any  claim  of  the  constitutionality  of  the  tax  sought  to  be  enjoined, 

additional  equities  sufficient  to  sustain  jurisdiction  are  alleged,  and  this,  it  is  asserted,  being 
such  a case,  falls  within  the  exception  to  the  general  rule.  But  conceding  for  arguments 
sake  only  the  legal  premise  upon  which  the  contention  rests,  we  think  the  conclusion  that 
this  case  falls  within  such  exception  is  wholly  without  merit,  since  after  an  examination  of 
the  complaint  we  are  of  the  opinion  that  no  ground  for  equitable  jurisdiction  is  alleged. 
It  is  true  the  complaint  contains  averments  that  unless  the  taxes  are  enjoined  many  suits 
by  other  persons  will  be  brought  for  the  recovery  of  the  taxes  paid  by  them,  and  also  that 
by  reason  of  section  3187  Rev.  Stat.  making  the  tax  a lien  on  plaintiffs’  property  the  assess- 
ment of  the  taxes  would  constitute  a cloud  on  plaintiffs’ title.  But  these  allegations  are 
wholly  inadequate  under  the  hypothesis  which  we  have  assumed  solely  for  the  sake  of  the 
argument,  to  sustain  jurisdiction,  since  it  is  apparent  on  their  face  they  allege  no  ground 
for  equitable  relief  independent  of  the  mere  complaint  that  the  tax  is  illegal  and  unconstitu- 
tional and  should  not  be  enforced — allegations  which  if  recognized  as  a basis  for  equitable 
jurisdiction  would  take  every  case  where  a tax  assailed  because  of  its  unconstitutionality 
out  of  the  provisions  of  the  statute  and  thus  render  it  nugatory,  while  it  is  obvious  that  the 
statute  plainly  forbids  the  enjoining  of  a tax  unless  by  some  extraordinary  and  entirely 
exceptional  circumstance  its  provisions  are  not  applicable. 

8067  There  is  a contention  that  the  provisions  requiring  the  appeal  to  the  Commissioner 
of  Internal  Revenue  after  payment  of  the  taxes  and  giving  a right  to  sue  in  case  of 

his  refusal  to  refund  are  wanting  in  due  process  and  therefore  there  is  jurisdiction.  But 
we  think  it  suffices  to  state  that  contention  to  demonstrate  its  entire  want  of  merit. 

AFFIRMED.  [240  U.  S.  118] 


Decision. 

(January  31,  1917.) 

Suit  to  Enjoin  Collection  of  Penalties. 


District  Court,  N.  D.  Illinois,  E.  D. 

Kohlhamer  vs.  Smietanka,  Collector. 

(239  Fed.  408.) 

8C68  While  Section  3224  R.  S.  [^[8061]  which  .prohibits  suits  to  enjoin  the  collection  of 
internal  revenue  taxes,  does  not  specifically  include  “penalties”  as  such,  yet  where 
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penalties  are  authorized  by  statute  to  be  added  to  the  tax  and  collected  as  a part  of  the  tax, 
the  court  will  hold  that  the  penalty  is  a part  of  the  tax,  the  assessment  and  collection  of 
which  are  governed  by  Section  3224.  (239  Fed.  408.) 

Burden  of  Proof  As  to  Fraud,  in  Suits  to  Recover  Taxes  Collected  Under 

Second  Assessment. 

8069  (Law.)  (b)  [of  Sec.  1316  of  the  Revenue  Act  of  1918].  Section 
3225  of  the  Revised  Statutes  of  the  United  States  is  hereby- 

amended  to  read  as  follows: 

Section  3225  of  the  Revised  Statutes. 

8070  “Sec.  3225.  When  a second  assessment  is  made  in  case  of 
any  list,  statement,  or  return,  which  in  the  opinion  of  the  collector 

or  deputy  collector  was  false  or  fradulent,  or  contained  any  understatement 
or  undervaluation,  such  assessment  shall  not  be  remitted,  nor  shall  taxes 
collected  under  such  assessment  be  refunded,  or  paid  back,  or  recovered  by 
any  suit,  unless  it  is  proved  that  such  list,  statement,  or  return  was  not 
willfully  false  or  fradulent  and  did  not  contain  any  willful  understatement 
or  undervaluation.” 

Suit  for  Recovery  of  Taxes^Wrongfully  Collected. 

Section  3226  of  the  Revised  Statutes. 

8071  “No  suit  shall  be  maintained  in  any  court  for  the  recovery  of  any 
internal  tax  alleged  to  have  been  erroneously  or  illegally  assessed  or 

collected,  or  of  any  penalty  claimed  to  have  been  collected  without  authority, 
or  of  any  sum  alleged  to  have  been  excessive  or  in  any  manner  wrongfully 
collected,  until  appeal  shall  have  been  duly  made  to  the  Commissioner  of 
Internal  Revenue,  according  to  the  provisions  of  law  in  that  regard,  and 
the  regulations  of  the  Secretary  of  the  Treasury  established  in  pursuance 
thereof,  and  a decision  of  the  Commissioner  has  been  had  therein:  Provided , 
That  if  such  decision  is  delayed  more  than  six  months  from  the  date  of  such 
appeal,  then  the  said  suit  may  be  brought,  without  first  having  a decision 
of  the  Commissioner  at  any  time  within  the  period  limited  in  the  next 
section.” 

Limitation  As  to  Suits  For  Recovery  of  Taxes  Wrongfully  Collected. 
Section  3227  of  the  RevisedJStatutes. 

8072  “No  suit  or  proceeding  for  the  recovery  of  any  internal  tax  alleged 
to  have  been  erroneously  or  illegally  assessed  or  collected,  or  of  any 

penalty  alleged  to  have  been  collected  without  authority,  or  of  any  sum 
alleged  to  have  been  excessive  or  in  any  manner  wrongfully  collected,  shall 
be  maintained  in  any  court  unless  the  same  is  brought  within  two  years 
next  after  the  cause  of  action  accrued:  Provided , That  actions  for  such 

claims  which  accrued  prior  to  June  six,  eighteen  hundred  and  seventy-two, 
may  be  brought  within  one  year  from  said  date;  and  that  where  any  such 
claim  was  pending  before  the  Commissioner,  as  provided  in  the  preceding 
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section,  an  action  thereon  may  be  brought  within  one  year  after  such  decision 
and  not  after.  But  no  right  of  action  which  was  already  barred  by  any 
statute  on  the  said  date  shall  be  revived  by  this  section.” 

Limitation  On  Claims  For  Refunding. 

Section  3228  of  the  Revised  Statutes. 

8073  “All  claims  for  the  refunding  of  any  internal  tax  alleged  to  have 
been  erroneously  or  illegally  assessed  or  collected,  or  of  any  penalty 

alleged  to  have  been  collected  without  authority,  or  of  any  sum  alleged  to 
have  been  excessive  or  in  any  manner  wrongfully  collected,  must  be  presented 
to  the  Commissioner  of  Internal  Revenue  within  two  years  next  after  the 
cause  of  action  accrued:  Provided , That  claims  which  accrued  prior  to  June 
six,  eighteen  hundred  and  seventy-two,  may  be  presented  to  the  Commissioner 
at  any  time  within  one  year  from  said  date.  But  nothing  in  this  section 
shall  be  construed  to  revive  any  right  of  action  which  was  already  barred 
by  any  statute  on  that  date.” 

Compromises. 

Section  3229  of  the  Revised  Statutes. 

8074  “The  Commissioner  of  Internal  Revenue,  with  the  advice  and 
consent  of  the  Secretary  of  the  Treasury,  may  compromise  any  civil 

or  criminal  case  arising  under  the  internal-revenue  laws  instead  of  commenc- 
ing suit  thereon;  and,  with  the  advice  and  consent  of  the  said  Secretary  and 
the  recommendation  of  the  Attorney  General,  he  may  compromise  any 
such  case  after  a suit  thereon  has  been  commenced.  Whenever  a compromise 
is  made  in  any  case  there  shall  be  placed  on  file  in  the  office  of  the  Commis- 
sioner the  opinion  of  the  Solicitor  of  Internal  Revenue,  or  of  the  officer 
acting  as  such,  with  his  reasons  therefor,  with  a statement  of  the  amount 
of  tax  assessed,  the  amount  of  additional  tax  or  penalty  imposed  by  law 
in  consequence  of  the  neglect  or  delinquency  of  the  person  against  whom  the 
tax  is  assessed,  and  the  amount  actually  paid  in  accordance  writh  the  terms 
of  the  compromise.” 


Amendment  of  Sections  of  the  Revised  Statutes. 

8076  (Law.)  Sec.  1317  [of  the  Revenue  Act  of  1918].  That  sections 
3164,  3165,  3167  [Income  Tax:  not  reproduced  here],  3172,  3173, 
and  3176  of  the  Revised  Statutes  as  amended  are  hereby  amended  to  read 
as  follows: 


Duty  of  Collector  to  Report  Violations  of  Law  to  District  Attorney. 

Section  3164  of  the  Revised  Statutes. 

8076  “Sec.  3164.  It  shall  be  the  duty  of  every  collector  of  internal 

revenue  having  knowledge  of  any  willful  violation  of  any  law  of  the 
United  States  relating  to  the  revenue,  within  thirty  days  after  coming  into 
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possession  of  such  knowledge,  to  file  with  the  district  attorney  of  the  district 
in  which  any  fine,  penalty,  or  forfeiture  may  be  incurred,  a statement  of  all 
the  facts  and  circumstances  of  the  case  within  his  knowledge,  together  with 
the  names  of  the  witnesses,  setting  forth  the  provisions  of  law  believed  to 
be  so  violated  on  which  reliance  may  be  had  for  condemnation  or  conviction.” 

Revenue  Officers  Who  May  Administer  Oaths. 

Section  3165  of  the  Revised  Statutes. 

8077  “Sec.  3165.  Every  collector,  deputy  collector,  internal-revenue 
agent,  and  internal-revenue  officer  assigned  to  duty  under  an 

internal-revenue  agent,  is  authorized  to  administer  oaths  and  to  take 
evidence  touching  any  part  of  the  administration  of  the  internal-revenue 
laws  with  which  he  is  charged,  or  where  such  oaths  and  evidence  are  author- 
ized by  law  or  regulation  authorized  by  law  to  be  taken.” 

Canvass  of  Districts  for  Objects  of  Taxation. 

Section  3172  of  the  Revised  Statutes. 

8078  “Sec.  3172.  Every  collector  shall,  from  time  to  time,  cause  his 
deputies  to  proceed  through  every  part  of  his  district  and  inquire 

after  and  concerning  all  persons  therein  who  are  liable  to  pay  any  internal- 
revenue  tax,  and  all  persons  owning  or  having  the  care  and  management 
of  any  objects  liable  to  pay  any  tax,  and  to  make  a list  of  such  persons  and 
enumerate  said  objects.” 

Annual  and  Other  Returns. 

Section  3173  of  the  Revised  Statutes. 

8079  “Sec.  3173.  It  shall  be  the  duty  of  any  person,  partnership, 
firm,  association,  or  corporation,  made  liable  to  any  duty,  special 

tax,  or  other  tax  imposed  by  law,  when  not  otherwise  provided  for,  (1) 
in  case  of  a special  tax,  on  or  before  the  thirty-first  day  of  July  in  each  year, 
and  (2)  in  other  cases  before  the  day  on  which  the  taxes  accrue,  to  make  a 
list  or  return,  verified  by  oath,  to  the  collector  or  a deputy  collector  of  the 
district  where  located,  of  the  articles  or  objects,  including  the  quantity  of 
goods,  wares,  and  merchandise,  made  or  sold  and  charged  with  a tax,  the 
several  rates  and  aggregate  amount,  according  to  the  forms  and  regulations 
to  be  prescribed  by  the  Commissioner  of  Internal  Revenue,  with  the  ap- 
proval of  the  Secretary  of  the  Treasury,  for  which  such  person,  partnership, 
firm,  association,  or  corporation  is  liable: 

8080  “ Provided , That  if  any  person  liable  to  pay  any  duty  or  tax,  or 

owning,  possessing,  or  having  the  care  or  management  of  property, 
goods,  wares,  and  merchandise,  article  or  objects  liable  to  pay  any  duty, 
tax,  or  license,  shall  fail  to  make  and  exhibit  a list  or  return  required  by  law, 
but  shall  consent  to  disclose  the  particulars  of  any  and  all  the  property, 
goods,  wares,  and  merchandise,  articles,  and  objects  liable  to  pay  any  duty 
or  tax,  or  any  business  or  occupation  liable  to  pay  any  tax  as  aforesaid,  then, 
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and  in  that  case,  it  shall  be  the  duty  of  the  collector  or  deputy  collector  to 
make  such  list  or  return,  which,  being  distinctly  read,  consented  to,  and 
signed  and  verified  by  oath  by  the  person  so  owning,  possessing,  or  having 
the  care  and  management  as  aforesaid,  may  be  received  as  the  list  of  such 
person: 

8081  “Provided  further,  That  in  case  no  annual  list  or  return  has  been 

rendered  by  such  person  to  the  collector  or  deputy  collector  as 
required  by  law,  and  the  person  shall  be  absent  from  his  or  her  residence  or 
place  of  business  at  the  time  the  collector  or  a deputy  collector  shall  call 
for  the  annual  list  or  return,  it  shall  be  the  duty  of  such  collector  or  deputy 
collector  to  leave  at  such  place  of  residence  or  business,  with  some  one  of 
suitable  age  and  discretion,  if  such  be  present,  otherwise  to  deposit  in  the 
nearest  post  office,  a note  or  memorandum  addressed  to  such  person,  requir- 
ing him  or  her  to  render  to  such  collector  or  deputy  collector  the  list  or 
return  required  by  law  within  ten  days  from  the  date  of  such  note  or 
memorandum,  verified  by  oath. 

8082  “And  if  any  person,  on  being  notified  or  required  as  aforesaid,  shall 

refuse  or  neglect  to  render  such  list  or  return  within  the  time  re- 
quired as  aforesaid,  or  whenever  any  person  who  is  required  to  deliver  a 
monthly  or  other  return  of  objects  subject  to  tax  fails  to  do  so  at  the  time 
required,  or  delivers  any  return  which,  in  the  opinion  of  the  collector,  is 
erroneous,  false,  or  fradulent,  or  contains  any  undervaluation  or  under- 
statement, or  refuses  to  allow  any  regularly  authorized  Government  officer 
to  examine  the  books  of  such  person,  firm,  or  corporation,  it  shall  be  lawful 
for  the  collector  to  summon  such  person,  or  any  other  person  having  posses- 
sion, custody,  or  care  of  books  of  account  containing  entries  relating  to  the 
business  of  such  person  or  any  other  person  he  may  deem  proper,  to  appear 
before  him  and  produce  such  books  at  a time  and  place  named  in  the  sum- 
mons, and  to  give  testimony  or  answer  interrogatories,  under  oath,  respect- 
ing any  objects  or  income  liable  to  tax  or  the  returns  thereof. 

8083  “The  collector  may  summon  any  person  residing  or  found  within  the 

State  or  Territory  in  which  his  district  lies;  and  when  the  person 
intended  to  be  summoned  does  not  reside  and  can  not  be  found  within  such 
State  or  Territory,  he  may  enter  any  collection  district  where  such  person 
may  be  found  and  there  make  the  examination  herein  authorized.  And  to 
this  end  he  may  there  exercise  all  the  authority  which  he  might  lawfully 
exercise  in  the  district  for  which  he  was  commissioned: 

8084  “Provided,  That  ‘person,’  as  used  in  this  section,  shall  be  construed 

to  include  any  corporation,  joint-stock  company  or  association, 
or  insurance  company  when  such  construction  is  necessary  to  carry  out 
its  provisions.” 

Proceedings  When  No  Return  or  a False  Return  is  Made. 
Section  3176  of  the  Revised  Statutes. 

8085  “Sec.  3176.  If  any  person,  corporation,  company,  or  associa- 
tion fails  to  make  and  file  a return  or  list  at  the  time  prescribed  by 

law  or  by  regulation  made  under  authority  of  law,  or  makes,  willfully  or 
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otherwise,  a false  or  fradulent  return  or  list,  the  collector  or  deputy  collector 
shall  make  the  return  or  list  from  his  own  knowledge  and  from  such  informa- 
tion as  he  can  obtain  through  testimony  or  otherwise.  In  any  such  case  the 
Commissioner  may,  from  his  own  knowledge  and  from  such  information 
as  he  can  obtain  through  testimony  or  otherwise,  make  a return  or  amend 
any  return  made  by  a collector  or  deputy  collector.  Any  return  or  list  so 
made  and  subscribed  by  the  Commissioner,  or  by  a collector  or  deputy 
collector  and  approved  by  the  Commissioner,  shall  be  prima  facie  good  and 
sufficient  for  all  legal  purposes. 

8086  “If  the  failure  to  file  a return  or  list  is  due  to  sickness  or  absence, 
the  collector  may  allow  such  further  time,  not  exceeding  thirty 

days,  for  making  and  filing  the  return  or  list  as  he  deems  proper. 

8087  “The  Commissioner  of  Internal  Revenue  shall  determine  and  assess 
all  taxes,  other  than  stamp  taxes,  as  to  which  returns  or  lists  are 

so  made  under  the  provisions  of  this  section.  In  case  of  any  failure  to  make 
and  file  a return  or  list  within  the  time  prescribed  by  law,  or  prescribed  by 
the  Commissioner  of  Internal  Revenue  or  the  collector  in  pursuance  of  law, 
the  Commissioner  of  Internal  Revenue  shall  add  to  the  tax  25  per  centum 
of  its  amount,  except  that  when  a return  is  filed  after  such  time  and  it  is 
shown  that  the  failure  to  file  it  was  due  to  a reasonable  cause  and  not  to 
willful  neglect,  np  such  addition  shall  be  made  to  the  tax.  In  case  a false 
or  fradulent  return  or  list  is  willfully  made,  the  Commissioner  of  Internal 
Revenue  shall  add  to  the  tax  50  per  centum  of  its  amount. 

8038  “The  amount  so  added  to  any  tax  shall  be  collected  at  the  same  time 
and  in  the  same  manner  and  as  part  of  the  tax  unless  the  tax  has 
been  paid  before  the  discovery  of  the  neglect,  falsity,  or  fraud,  in  which  case 
the  amount  so  added  shall  be  collected  in  the  same  manner  as  the  tax.” 

3039  The  [25]  per  cent,  addition  to  tax  provided  for  by  Section  3176,  R.  S.,  as  amended, 
is  to  be  assessed  upon  delinquent  monthly  returns  required  by  the  Act  of  October 
3,  1917,  under  the  same  conditions  as  govern  its  assessment  upon  deliquent  income  tax 
returns.  (T.  D.  2782,  Dec.  24,  1918.) 

8090  Attention  is  invited  to  T.  D.  239,  under  date  of  November  3,  1900,  which  was 
published  under  stress  of  certain  conditions  which  were  developed  mainly  through 

the  assessment  and  collection  of  the  large  number  of  new  special  taxes  created  by  the  act 
of  June  13,  1898. 

8091  It  was  found  that  in  many  cases  collectors  were  unable  to  furnish  all  taxpayers 
in  their  districts  with  the  blanks  prescribed  by  this  office  in  time  to  enable  them  to 

file  their  returns  of  tax  duly  signed  and  sworn  to  before  the  close  of  the  month  in  which  their 
liabilities  were  incurred.  The  failure  to  furnish  the  necessary  blanks  as  stated  was  occa- 
sioned, for  the  most  part,  either  on  account  of  the  extraordinary  demands  made  upon 
collectors’  offices  in  the  enforcement  of  new  legislation  or  because  in  many  instances  per- 
sons who  became  liable  to  special  tax  did  not  come  to  the  notice  of  collectors  or  their  deputies 
in  time. 

8032  It  was  held,  therefore,  in  effect,  by  the  decision  referred  to,  that  where  a person 
was  liable  to  pay  a special  tax  disclosed  his  business  for  which  the  tax  was  due  to 
a collector  or  deputy,  or  asked  for  blanks  on  which  to  file  his  return,  at  any  time  during  the 
month  in  which  such  business  was  begun,  no  50  [25]  per  cent,  penalty  should  be  imposed. 
It  was  not  intended,  however,  that  this  action  on  the  part  of  the  taxpayer  would  relieve 
him  of  the  obligations  to  file  the  prescribed  return  under  oath  placed  upon  him  by  law. 

BOSS  As  the  wording  of  the  decision  referred  to  appears  to  have  been  construed  by 
many  taxpayers  as  well  as  come  collectors  as  not  requiring  such  sworn  return,  the 
decision  is  hereby  revoked,  and  in  lieu  thereof  it  is  held  that  where  a person  at  any  time 
during  the  month  of  commencing  business  voluntarily  discloses  to  a collector  or  his  deputy 
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in  writing,  in  the  absence  of  the  necessary  blanks,  the  kind  of  business  he  is  engaged  in,  or 
about  to  be  engaged  in,  and  for  which  special  tax  is  required  to  be  paid,  collectors  will 
furnish  such  person,  as  soon  as  possible,  with  the  requisite  blanks  and  instructions.  No 
penalty  of  50  [25]  per  cent,  will  be  assessed  in  such  cases,  provided  such  person  files  with  the 
collector  or  his  deputy  his  return,  duly  signed  and  verified,  not  later  than  the  last  day  of 
the  month  of  commencing  such  business  or  within  thirty  days  after  the  blanks  have  been 
furnished  him. 


8094  This  ruling  under  the  conditions  outlined  above  will  extend  the  time  only  for  proper 
completion  and  filing  of  returns  as  is  provided  by  section  3176,  Revised  Statutes  see 

below],  in  the  case  of  sickness  or  absence,  and  will  in  no  manner  relieve  the  taxpayer  from  the 
assessment]  ofj  50  [25]  per  cent,  penalty  made  ^mandatory  by  law  upon  his  refusal  or 
neglect  to  file  the  proper  return  under  oath. 

8095  Notifications  should  be  made  to  collectors  in  writing  as  a matter  of  record.  Per- 
sons claiming  to  have  given  verbal  notice  and  seeking  relief  from  penalties  on  this 

account  will  not  be  given  favorable  consideration,  unless  such  claims  receive  the  unqualified 
corroboration  of  the  collector  or  a deputy  collector. 


8096  All  special  taxpayers  who  have  not  filed  the  proper  return  in  time,  but  who  have 
given  informal  notice  to  collectors  in  time,  should  be  reported  upon  the  assessment 
lists,  Form  23,  within  thirty  days  after  blanks  have  been  furnished,  with  the  date  of  furnish- 
ing said  blanks  and  the  date  of  the  receipt  of  the  return  under  oath.  (T.  D.  2260,  Nov. 
15,  1915.) 


8097  Assessment  of  50  Per  Cent  Penalty. — Section  3172  [3173]  R.  S.  as  amended  [and 
as  further  amended]  provides  [^[ 8079]: 

That  it  shall  be  the  duty  of  any  person,  partnership,  firm,  association,  or  corporation, 
made  liable  to  any  duty,  special  tax,  or  other  taxes  imposed  by  law,  * * * to  make  a list 

or  return,  verified  by  oath  to  the  Collector  or  a deputy  Collector  of  the  district  where 
located  * * * . 

[Sec.  3174  (Rev.  Stats.)  Form  and  manner  of  service  of  summons.] 

[Sec.  3175  (Rev.  Stats.)  Proceedings  on  failure  to  obey  summons.] 

8098  Section  3176  R.  S.  as  amended,  provides  that  [^[8085]: 

* * * the  Commissioner  of  Internal  Revenue  shall  assess  all  taxes  not  paid 
by  stamp  * * * and  in  case  of  any  return  of  a false  or  fradulent  list  or  valuation  in- 
tentionally he  shall  add  one  hundred  [fifty]  per  centum  to  such  tax  * * * . 

[Section  3176  R.  S.  as  amended  by  the  Revenue  Act  of  1918  reads: 

“ * * * The  Commissioner  of  Internal  Revenue  shall  determine  and  assess  all  taxes, 

other  than  stamp  taxes,  as  to  which  returns  or  lists  are  so  made  under  the  provisions  of  this 
section.  * * * In  case  a false  or  fraudulent  return  or  list  is  willfully  made,  the  Com- 

missioner of  Internal  Revenue  shall  add  to  the  tax  fifty  per  centum  of  its  amount.  * * *.”] 

8099  The  penalty  thus  imposed  is  for  the  offense  committed.  If  a party  is  liable  to  tax 
for  the  entire  year  falsely  states  in  this  return  that  he  is  liable  for  a portion  only  of 

that  year,  the  return  so  made  is  false,  not  only  as  to  that  portion  of  the  year  omitted  but 
as  to  the  remaining  portion  falsely  represented  as  the  actual  period  of  liability.  In  all  such 
cases  this  office  holds  that  the  100  [50]  per  cent,  penalty  applies  to  the  full  amount  of  tax 
involved;  and  so  much  of  Treasury  Decision  21517  [see  below]  of  August  12,  1899,  as  states 
that  this  penalty  “is  always  computed  upon  the  amount  actually  due  over  and  above  that 
shown  to  be  due  by  the  false  return,”  is  hereby  revoked.  (T.  D.  2266,  Dec.  1,  1915.) 


8100  Concerning  Assessable  Penalties  of  25  Per  Cent,  and  50  Per  cent. — [Read  T.  D. 
2266,  ^[8097  above.]  Collectors  and  agents  of  internal  revenue  whose  duty  it  is  to 

ascertain  and  report  for  assessment  the  50  [25]  per  cent,  and  100  [50]  per  cent,  penalties 
imposed  by  law  will  be  guided  by  the  following  instructions  in  computing  said  penalties. 

8101  (1)  A 50  [25]  per  cent,  penalty  is  due  in  every  case  where  the  required  return  is 
not  made  within  the  time  prescribed  by  law,  or  within  the  additional  thirty  days  for  which 
the  collector  may  excuse  a person  on  account  of  sickness  or  absence. 

8102  (2)  A penalty  of  100  [50]  per  cent,  is  always  computed  upon  the  amount  actually 
due  over  and  above  that  shown  to  be  due  by  the  false  return.  In  the  case  of  special  taxes, 
the  basis  on  which  the  100  [50]  per  cent,  penalty  is  to  be  computed  may  be  the  one  or  more 
other  taxable  occupations  of  the  taxpayer  not  disclosed  in  his  false  return,  or  the  additional 
time  for  the  same  occupation  not  disclosed  by  the  false  return. 


8103  (3)  When  both  of  these  penalties  are  incurred  for  the  same  period  they  are  assess- 

able at  the  same  time.  As  they  accrue  for  different  reasons,  they  are  in  no  way 
interdependent  upon  each  other,  and  the  assessment  of  the  one  never  includes  or  prohibits 
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the  assessment  of  the  other.  For  example:  A person  who  was  in  business  July  1,  1898, 
as  W.  M.  L.  D.  and  R.  M.  L.  D.,  and  who,  in  January,  1899,  makes  a return  as  R.  M.  L.  D. 
for  six  months  ending  June  30,  1899,  is  liable  to  taxes  and  penalties  as  follows: 

R.  M.  L.  D.,  twelve  months  ended  June  30,  1899,  $20  tax. 

R.  M.  L.  D.,  twelve  months  ended  June  30,  1899,  $10;  50  [25]  per  cent,  penalty. 

For  return  made  false  as  to  six  months,  R.  M.  L.  D.,  $10;  100  [50]  per  cent,  penalty. 

W.  M.  L.  D.,  twelve  months  ended  June  30,  1899,  $50  tax. 

W.  M.  L.  D.,  twelve  months  ended  June  30,  1899,  $25;  50  [25]  per  cent,  penalty. 

For  return  made  false  as  to  W.  M.  L.  D.  for  year,  $50;  100  [50]  per  cent  penalty.  (T.  D. 
21517,  Aug.  12,  1899.) 

ASSESSMENT  OF  TAXES. 

8104  Notice  of  Assessment  and  Notice  and  Demand  by  Collector  for  Tax,  Penalty 
and  Interest. — [Caution  Notice:  The  matters  under  the  above  heading  should 

be  read  and  considered  only  in  connection  with  the  special  provisions  of  the  various  tax 
laws  found  herein.  The  regulations  below  (*[[8106  to  ^[81 11)  were  issued  in  connection  with 
the  administration  of  the  Income  Tax  Law  of  October  3,  1913,  but  are  based  on  the  general 
regulations  concerning  assessments  issued  by  the  Department,  i.e.,  Regulations  No.  1.] 

Revised  Statutes,  Section  3184. 

8105  Where  it  is  not  otherwise  provided,  the  collector  shall  in  person  or  by  deputy, 
within  ten  days  after  receiving  any  list  of  taxes  from  the  Commissioner  of  Internal 

Revenue,  give  notice  to  each  person  liable  to  pay  any  taxes  stated  therein,  to  be  left  as  his 
dwelling  or  usual  place  of  business,  or  to  be  sent  by  mail,  stating  the  amount  of  such  taxes 
and  demanding  payment  thereof.  If  such  person  does  not  pay  the  taxes  within  ten  days 
after  the  service  or  the  sending  by  mail  of  such  notice,  it  shall  be  the  duty  of  the  collector 
or  his  deputy  to  collect  the  said  taxes  with  a penalty  of  five  per  centum  additional  upon  the 
amount  of  the  taxes,  and  interest  at  the  rate  of  one  per  centum  a month. 

81  06  When  assessment  has  been  made,  collectors  will,  on  receipt  of  their  returned  lists, 
at  once  issue  preliminary  notices  of  assessment  * * * , and  where  in  any  case 

the  tax  assessed  is  not  paid  [when  due]  * * * , notice  and  demand  (Form  17 ) should 

be  at  once  issued,  and  unless  the  tax  in  such  case  is  paid  within  10  days  after  the  service 
of  such  notice,  general  demand  for  tax,  penalty,  and  interest  (Form  21)  should  at  once  be 
issued.  Immediate  notice  and  demand  (Form  17)  will,  however,  be  served  in  case  of  failure 
to  file  the  required  return  within  the  statutory  period.  (Art.  197,  Reg.  33,  Jan.  5,  1914.) 
8107  It  appears  that  certain  collectors  hold  that  notice  of  assessment  and  demand, 
Form  17,  is  not  necessary  to  create  a liability  to  5 per  cent,  penalty  and  interest 
t 1 per  cent  per  month.  * * * This  view  as  to  the  requirements  of  the  law  is  clearly 

wrong  and  contrary  to  the  instructions  (Art.  197,  Reg.  33  [H8106])  issued  on  the  subject. 
81  08  The  necessity  of  issuing  Form  17  is  twofold — first,  to  determine  the  date  when  5 
per  cent  penalty  accrues  and  interest  at  1 per  cent,  per  month  begins  to  run,  and 
second,  to  complete  the  Government’s  lien  on  property  belonging  to  the  taxpayer. 

8109  In  special  excise  * * * assessments  a.  notice.  * * * is  required  to  be 

given  in  all  cases  where  the  required  return  is  filed  in  due  time.  This,  however,  is 

simply  a preliminary  notice  of  assessment,  to  be  followed,  in  case  of  non-payment,  by  a 
formal  notice  and  demand  which  the  law  clearly  contemplates  and  which  the  courts  hold 
to  be  necessary  before  the  delinquent  taxpayer  becomes  chargeable  with  penalty  and  interest. 

8110  In  all  cases,  therefore,  where  an  assessed  tax  remains  unpaid  after  it  becomes  due 
a notice  on  Form  17  should  be  at  once  issued,  to  be  followed,  when  necessary,  by 

Forms  21  and  69,  [Form  69  is  a warrant  of  distraint]  in  their  order.  The  fact  that  a claim  for 
abatement  is  pending  or  the  tax  is  in  litigation  does  not  relieve  the  collector  from  issuing 
the  notices,  demands,  etc.,  required  by  law. 

8111  A misunderstanding  on  the  part  of  certain  collectors  as  to  these  requirements  has 
occasioned  a considerable  loss  to  the  Government  of  penalty  and  interest,  especially 

where  claims  for  abatement  were  pending.  (T.  D.  1995,  Jan.  12,  1914.) 

8112  Notice  of  Assessment  May  Lawfully  be  Given  by  Mail. — Notice  of  Assessment 
(Form  17)  may  lawfully  be  given  by  mail,  and  when  so  given  is  presumed  to  have 

been  received.  The  burden  rests  on  the  taxpayer  to  prove  the  contrary  in  order  to  avoid 
penalty  (U.  S.  v.  General  Inspection  & Loading  Company,  204  F.  657.) 

8113  Proof  That  Notice  of  Assessment  Sent  by  Mail  was  not  Received  by  the  Tax 
Payer. — For  the  benefit  of  subscribers  the  following  word  given  to  The  Corporation 

Trust  Company  orally,  regarding  the  practice  of  the  Department  relative  to  the  proof  “to 
the  contrary”  is  printed:  The  tax  payer  is  required  only  to  prove  to  the  satisfaction  of  the 
Commissioner  that  he  did  not  receive  notice  of  assessment.  Under  such  conditions,  it  has 
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been  the  practice  of  the  Bureau  of  Internal  Revenue  to  waive  the  penalties  and  give  the 
tax  payer  an  opportunity  to  pay  his  taxes.  Of  course,  the  Collector  would  be  called  on  to 
produce  his  records  to  prove  his  assertion,  that  notice  had  been  sent,  but  that  would  not 
stand  in  the  way  of  the  tax  payer  offering  proof  that  the  notice  did  not  reach  him.  (July, 
1917.) 

8114  Sale  of  Revenue  Stamps  and  Payment  of  Special  Taxes. — In  view  of  the  conditions 
existing  in  the  offices  of  many  collectors,  especially  in  the  rush  season  in  June  and 

July,  beginning  with  June  1,  1915,  collectors  may  close  to  the  public  the  sale  of  stamps  and 
the  payment  of  taxes  not  earlier  than  3 p.  m.  daily,  and  on  Saturdays  or  other  days  when 
the  office  is  closed  at  1 p.  m.  by  order  of  the  Secretary  of  the  Treasury  not  earlier  than  12 
noon,  to  enable  the  cashiers  to  balance  up  with  the  bookkeepers  before  making  their  daily 
deposits. 

8115  The  public  should  be  given  due  notice  of  any  change  in  the  hours  for  the  sale  of 
stamps  and  payment  of  taxes. 

8116  To  accommodate  those  who  may  come  to  make  payments  after  the  closing  time, 
a mail  box  should  be  provided  at  the  cashier’s  window  for  the  deposit  of  such  collec- 
tions. (See  Treasury  Decision  1728,  dated  September  28,  1911  [office  routine].) 

8117  This  order  in  no  wise  affects  the  hours  of  service  required  daily  of  each  govern- 
ment employee,  nor  the  hours  that  collectors’  offices  will  be  open  for  the  transaction 

of  business  other  than  the  sale  of  stamps  and  payment  of  taxes.  (T.  D.  2205,  May  19, 
1915.) 

8118  Deposit  of  Collections. — The  following  instructions  issued  by  the  Assistant  Secre- 
tary of  the  Treasury  on  May  3 relative  to  depositing  collections  are  published  for 

your  information  and  guidance: 

To  Collectors  of  Customs  and  Internal  Revenue: 

In  view  of  the  existing  conditions  in  the  offices  of  many  collectors  and  the  hour  at  which 
Government  depositaries  require  daily  deposits  to  be  made  therewith,  collectors  may 
close  their  business  day  at  an  hour,  sufficiently  early  to  enable  them  to  make  the  deposits 
for  that  day  before  the  banks  close. 

After  balancing  the  accounts  for  the  day,  the  collection  of  taxes  and  the  sale  of  stamps  should 
be  resumed  and  continued  until  the  official  closing  time,  and  such  transactions  should  be 
accounted  for  as  collections  of  the  following  business  day,  except  on  the  last  business  day 
of  each  fiscal  year,  when  all  collections  made  for  that  day  should  be  deposited  with  the 
regular  depositary,  which  will  be  instructed  to  remain  open  to  receive  this  particular  de- 
posit. 

Please  instruct  your  deputies  who  deposit  receipts  to  be  governed  in  accordance  with  the 
above. 

This  method  is  adopted  for  the  convenience  of  both  the  collectors  and  the  depositaries  and 
in  order  that  all  collections  actually  made  within  the  fiscal  year  may  be  deposited  therein 
and  so  covered  into  the  Treasury. 

Wm.  P.  Malburn, 

Assistant  Secretary. 

To  the  Assistant  Treasurers  of  the  United  States,  Federal  Reserve  Banks,  and  Active 
National  Bank  Depositaries: 

Collectors  of  customs  and  internal  revenue  have  been  authorized  to  close  the  business  day 
in  their  respective  offices  sufficiently  early  to  enable  them  to  deposit  their  collections  during 
banking  hours,  and  to  include  collections  made  later  in  the  day  as  transactions  of  the  next 
day,  except  on  the  last  business  day  of  each  fiscal  year,  when  they  will  deposit  the  receipts 
for  the  entire  day. 

You  are  therefore  requested  to  remain  open  on  the  last  business  day  of  the  fiscal  year  for  the 
purpose  of  receiving  deposits  from  the  collecting  officers  who  deposit  with  your  bank, 
notwithstanding  the  fact  that  the  bank  has  been  closed  to  the  public  at  the  usual  hour. 
This  will  enable  the  department  to  include  all  customs  and  internal-revenue  collections 
made  during  a fiscal  year  in  its  accounts  and  reports  for  that  year. 

Compliance  with  the  above  instructions  is  requested. 

Wm.  P.  Malburn, 

Assistant  Secretary. 

The  instructions  contained  in  T.  D.  2205  [^[8114]  dated  May  19,  1915,  are  modified  accord- 
ingly. (T.  D.  2332,  May  8,  1916.) 
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8119  Deputy  Collectors  to  Give  Personal  Receipts  for  Collections  Made  by  Them.— 
After  careful  consideration,  this  office  has  reached  the  conclusion  that,  in  order 

thoroughly  to  protect  the  interests  of  both  the  tax  payer  and  the  Government,  some  evidence 
of  payment  should  be  given  at  the  time  to  tax  payers  who  pay  taxes  directly  to  deputy 
collectors,  and  that  such  a receipt  as  herein  described  is  not  in  violation  of  Section  3183, 
which  prohibits  the  issuance  of  a receipt  in  lieu  of  a stamp. 

8120  You  are  therefore  instructed  to  direct  your  deputies  hereafter  to  give  to  special 
and  other  tax  payers,  at  the  time  of  payment,  a personal  receipt  for  moneys  col- 
lected, substantially  in  the  following  form: 

“Received  of  JOHN  DOE  $ , to  be  forwarded  to  the  Collector  to  cover  special 

tax  due  as ” 

8121  In  case  the  payment  is  for  stamp  tax  or  for  amounts  other  than  special  tax,  the 
form  of  receipt  may  be  modified  accordingly.  (T.  D.  2341,  June  19,  1916.) 

Security  in  Connection  With  “Penal  Bond.” 

8122  (Law.)  Sec.  1320  [of  the  Revenue  Act  of  1918].  That  wherever 
by  the  laws  of  the  United  States  or  regulations  made  pursuant 

thereto,  any  person  is  required  to  furnish  any  recognizance,  stipulation, 
bond,  guaranty,  or  undertaking,  hereinafter  called  “penal  bond”,  with 
surety  or  sureties,  such  person  may,  in  lieu  of  such  surety  or  sureties,  deposit 
as  security  with  the  official  having  authority  to  approve  such  penal  bond, 
United  States  Liberty  bonds  or  other  bonds  of  the  United  States  in  a sum 
equal  at  their  par  value  to  the  amount  of  such  penal  bond  required  to  be 
furnished,  together  with  an  agreement  authorizing  such  official  to  collect 
or  sell  such  bonds  so  deposited  in  case  of  any  default  in  the  performance  of 
any  of  the  conditions  or  stipulations  of  such  penal  bond.  The  acceptance 
of  such  United  States  bonds  in  lieu  of  surety  or  sureties  required  by  law 
shall  have  the  same  force  and  effect  as  individual  or  corporate  sureties,  or 
certified  checks,  bank  drafts,  post-office  money  orders,  or  cash,  for  the 
penalty  or  amount  of  such  penal  bond.  The  bonds  deposited  hereunder, 
and  such  other  United  States  bonds  as  may  be  substituted  therefor  from 
time  to  time  as  such  security,  may  be  deposited  with  the  Treasurer,  or  an 
Assistant  Treasurer  of  the  United  States,  a Government  depository,  Federal 
Reserve  bank,  or  member  bank,  which  shall  issue  receipt  therefor,  describing 
such  bonds  so  deposited.  As  soon  as  security  for  the  performance  of  such 
penal  bond  is  no  longer  necessary,  such  bonds  so  deposited,  shall  be  returned 
to  the  depositor:  Provided , That  in  case  a person  or  persons  supplying  a 
contractor  with  labor  or  material  as  provided  by  the  Act  of  Congress,  ap- 
proved February  24,  1905  (33  Stat.,  811),  entitled  “An  Act  to  amend  an 
Act  approved  August  thirteenth,  eighteen  hundred  and  ninety-four,  en- 
titled ‘An  Act  for  the  protection  of  persons  furnishing  materials  and  labor 
for  the  construction  of  public  works,’  ” shall  file  with  the  obligee,  at  any 
time  after  a default  in  the-performance  of  any  contract  subject  to  said 
Acts,  the  application  and  affidavit  therein  provided,  the  obligee  shall  not 
deliver  to  the  obligor  the  deposited  bonds  nor  any  surplus  proceeds- thereof 
until  the  expiration  of  the  time  limited  by  said  Acts  for  the  institution  of 
suit  by  such  person  or  persons,  and,  in  case  suit  shall  be  instituted  within 
such  time,  shall  hold  said  bonds  or  proceeds  subject  to  the  order  of  the  court 
having  jurisdiction  thereof:  Provided  further,  That  nothing  herein  contained 
shall  affect  or  impair  the  priority  of  the  claim  of  the  United  States  against  the 
bonds  deposited  or  any  right  or  remedy  granted  by  said  Acts  or  by  this 
section  to  the  United  States  for  default  upon  any  obligation  of  said  penal 
bond:  Provided  further , That  all  laws  inconsistent  with  this  section  are 

hereby  so  modified  as  to  conform  to  the  provisions  hereof:  And  provided 
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further,  That  nothing  contained  herein  shall  affect  the  authority  of  courts 
over  the  security,  where  such  bonds  are  taken  as  security  in  judicial  pro- 
ceedings, or  the  authority  of  any  administrative  officer  of  the  United  States 
to  receive  United  States  bonds  for  security  in  cases  authorized  by  existing 
laws.  The  Secretary  may  prescribe  rules  and  regulations  necessary  and 
proper  for  carrying  this  section  into  effect. 

Prior  Acts  and  Parts  of  Acts  Repealed. 

8123  (Law.)  Sec.  1400  [of  the  Revenue  Act  of  1918].  (a)  That  the 

following  parts  of  Acts  are  hereby  repealed,  subject  to  the  limita- 
tions provided  in  subdivision  (b): 

8124  (1)  The  following  titles  of  the  Revenue  Act  of  1916: 

Title  I (called  “Income  Tax”); 

Title  II, (called  “Estate  Tax”); 

Title  III  (called  “Munitions  Manufacturers’  Tax”),  as  amended; 

Title  IV  (called  “Miscellaneous  Taxes”). 

8125  (2)  The  following  parts  of  the  Actventitled  “An  Act  to  provide 
increased  revenue  to  defray  the  expenses  of  the  increased  appropria- 
tions for  the  Army  and  Navy  and  the  extensions  of  fortifications,  and  for 
other  purposes,”  approved  March  3,  1917: 

Title  III  (called  “Estate  Tax”); 

Section  402  (called  “Returns  of  Dividends”). 

81 2Q  (3)  The  following  titles  of  the  Revenue  Act  of  1917: 

Title  I (called  “War  Income  Tax”); 
kTitle  II  (called  “War  Excess-Profits  Tax”); 
i Title  III  (called  “War  Tax  on  Beverages”); 

Title  IV  (called  “War  Tax  on  Cigars,  Tobacco,  and  Manufactures 
thereof”); 

Title  V (called  “War  Tax  on  Facilities  Furnished  by  Public  Utilities, 
and  Insurance”); 

Title^VI  (called  “War  Excise  Taxes”); 

Title  VII  (called  “War  Tax  on  Admissions  and  Dues”); 

* Title  VIII  (called  “War  Stamp  Taxes”); 

1 Title  IX  (called  “War  Estate  Tax”); 

Title  X (called  “Administrative  Provisions”); 

Title  XII  (called  “Income-Tax  Amendments”). 

Extent  to  Which  Prior  Acts  or  Parts  of  Acts  Remain  in  Force. 

8127  (Law.)  (b)  Such  parts  of  Acts  shall  remain  in  force  for  the 
assessment  and  collection  of  all  taxes  which  have  accrued  thereunder, 

and  for  the  imposition  and  collection  of  all  penalties  or  forfeitures  which  have 
accrued  and  may  accrue  in  relation  to  any  such  taxes,  and  except  that  the 
unexpended  balance  of  any  appropriation  heretofore  made  and  now  available 
for  the  administration  of  any  such  part  of  an  Act  shall  be  available  for  the 
administration  of  this  Act  or  the  corresponding  provision  thereof: 

8128  Provided,  That,  except  as  otherwise  provided  in  this  Act,  no  taxes 
shall  be  collected  under  Title  I of  the  Revenue  Act  of  1916  as 
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amended  by  the  Revenue  Act  of  1917,  or  Title  I or  II  of  the  Revenue  Act 
of  1917,  in  respect  to  any  period  after  December  31,  1917: 

8129  Provided  further , That  the  assessment  and  collection  of  all  estate 
taxes,  and  the  imposition  and  collection  of  all  penalties  or  forfeitures, 

which  have  accrued  under  Title  II  of  the  Revenue  Act  of  1916  as  amended 
by  the  Act  entitled  “An  Act  to  provide  increased  revenue  to  defray  the 
expenses  of  the  increased  appropriations  for  the  Army  and  Navy  and  the 
extensions  of  fortifications,  and  for  other  purposes,”  approved  March  3, 
1917,  or  Title  IX  of  the  Revenue  Act  of  1917,  shall  be  according  to  the  pro- 
visions of  Title  IV  of  this  Act. 

8130  In  the  case  of  any  tax  imposed  by  any  part  of  an  Act  herein  re- 
pealed, if  there  is  a tax  imposed  by  this  Act  in  lieu  thereof,  the 

provision  imposing  such  tax  shall  remain  in  force  until  the  corresponding 
tax  under  this  Act  takes  effect  under  the  provisions  of  this  Act.  * * *. 

Invalidating  Clause. 

8131  (Law.)  Sec.  1402  [of  the  Revenue  Act  of  1918].  That  if  any 
clause,  sentence,  paragraph,  or  part  of  this  Act  shall  for  any  reason 

be  adjudged  by  any  court  of  competent  jurisdiction  to  be  invalid,  such  judg- 
ment shall  not  affect,  impair,  or  invalidate  the  remainder  of  this  Act,  but 
shall  be  confined  in  its  operation  to  the  clause,  sentence,  paragraph,  or 
part  thereof  directly  involved  in  the  controversy  in  which  such  judgment 
has  been  rendered. 

Short  Titles. 

Revenue  Act  of  1916. 

8132  (Law.)  Sec.  1403  [of  the  Revenue  Act  of  1918].  That  the 
Revenue  Act  of  1916  is  hereby  amended  by  adding  at  the  end 

thereof  a section  to  read  as  follows: 

8133  “Sec.  903.  That  this  Act  may  be  cited  as  the  ‘Revenue  Act 
of  1916.*” 

Revenue  Act  of  1917. 

8134  (Law.)  Sec.  1404  [of  the  Revenue  Act  of  1918].  That  the 
Revenue  Act  of  1917  is  hereby  amended  by  adding  at  the  end 

thereof  a section  to  read  as  follows: 

8135  “Sec.  1303.  That  this  Act  may  be  cited  as  the  ‘Revenue  Act 
of  1917.’  ” 

Revenue  Act  of  1918. 

8136  (Law.)  Sec.  1405  [of  the  Revenue  Act  of  1918].  That  this  Act 
may  be  cited  as  the  “Revenue^Act  of  1918.” 

General  Definitions. 

8 1 37  Sec.  1 [of  the  Revenue  Act  of  1918].  That  when  used  in  this  Act — 

8138  The  term  “person”  includes  partnerships  and  corporations  as  well 

as  individuals; 
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8 1 39  The  term  “corporation”  includes  associations,  joint-stock  companies, 
and  insurance  companies; 

8140  The  term  “domestic”  when  applied  to  a corporation  or  partnership 
means  created  or  organized  in  the  United  States; 

8141  The  term  “foreign”  when  applied  to  a corporation  or  partnership 
means  created  or  organized  outside  the  United  States; 

8142  The  term  “United  States”  when  used  in  a geographical  sense  in- 
cludes only  the  States,  the  Territories  of  Alaska  and  Hawaii,  and 

the  District  of  Columbia; 

8143  The  term  “Secretary”  means  the  Secretary  of  the  Treasury; 

8144  The  term  “Commissioner”  means  the  Commissioner  of  Internal 
Revenue; 

8145  The  term  “collecjtor”  means  collector  of  internal  revenue; 

8146  J§  The  term  “Revenue  Act  of  1916”  means  the  Act  entitled  “An 

Act  to  increase  the  revenue,  and  for  other  purposes,”  approved 

September  8,  1916; 

8147  The  term  “Revenue  Act  of  1917”  means  the  Act  entitled  “An  Act 
to  provide  revenue  to  defray  war  expenses,  and  for  other  purposes,” 

approved  October  3,  1917; 

[For  the  term  “Government  Contract”  see  1[503.] 

8148  The  term  “taxpayer”  includes  any  person^  trust  or  estate  subject 
to  a tax  imposed  by  this  Act; 

8149  The  term  “military  or  naval  forces  of  the  United  States”  includes 
the  Marine  Corps,  the  Coast  Guard,  the  Army  Nurse  Corps,  Female, 

and  the  Navy  Nurse  Corps,  Female,  but  this  shall  not  be  deemed  to  exclude 

other  units  otherwise  included  within  such  term; 

8150  The  term  “present  war”  means  the  war  in  which  the  United  States 
is  now  engaged  against  the  German  Government. 

8151  For  the  purposes  of  this  Act  the  date  of  the  termination  of  the 
present  war  shall  be  fixed  by  proclamation  of  the  Prejsident. 

General  Effective  Date  of  Act. 

8152  (Law.)  Sec.  1409  [of  the  Revenue  Act  of  1918],  That  unless 
otherwise  herein  specially  provided,  this  Act  shall  take  effect  on 

the  day  following  its  passage. 
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8153  Section  3176,  R.  S.  Delay  in  Filing  Returns. — Where  the  delinquency  in 
6547  filing  an  admissions  tax  return  was  due  to  the  fact  that  the  head  bookkeeper  on 

8085  theatre  tickets,  reports,  etc.,  had  enlisted  in  the  United  States  Navy  and  it  was 

impossible  for  the  taxpayer  to  make  a return  on  time  with  substitute  help,  there  was  a rea- 
sonable cause  for  delinquency  within  the  meaning  of  Section  3176,  R.  S.  (T.  I)  2795. 
signed  by  Commissioner  Daniel  C.  Roper,  and  dated  February  26,  1919.) 


(T.  D.  2850.) 

8154  Instructions  Relative  to  Acceptance  of  Certificates  of  Indebtedness 
8017  in  Payment  of  Income  and  Fronts  Taxes  Due  June  16,  1919. — 

Income  and  profits  taxes  due  June  16,  1919,  may  be  paid  in  Treasury 
certificates  of  indebtedness  of  Tax  Series  of  1919,  dated  August  20, 

1918,  maturing  July  15,  1919,  Series  T.2,  dated  January  16,  1919, 
maturing  June  17,  1919,  and  Series  T.3,  dated  March  15,  1919,  maturing  June 
16,  1919.  No  other  certificates  of  indebtedness  will  be  accepted  in  payment 
of  the  taxes  due  on  said  date.  Certificates  of  the  three  series  mentioned  will 
be  accepted  by  collectors  of  internal  revenue  at  par,  without  interest,  when 
tendered  in  amounts  not  in  excess  of  the  amount  ofsuch  taxes  due  June 
16,  1919.  They  will  be  so  accepted  at  any  time  on  or  before  June  16,  1919. 

'If  so  accepted  before  June  16,  1919,  full  interest  to  June  16^  1919,  will  be 
paid  as  below  stated. 

8155  Coupons  maturing  on  June  16,  1919,  should  be  detached  from  cer- 
tificates of  Series  T.3,  and  coupons  maturing  on  or  before  May  15, 

1919,  should  be  detached  from  certificates  of  the  Tax  Series  of  1919,  before 
presentation  to  the  collector,  and  should  be  separately  presented  for  pay- 
ment in  the  ordinary  course  when  due.  Coupons  maturing  July  15,  1919, 
must,  however,  be  attached  to  certificates  of  the  Tax  Series  of  1919  and 
surrendered  to  the  collector  with  such  certificates  for  cancellation;  and  col- 
lectors will  not  accept  any  certificates  of  the  Tax  Series  of  1919  which  have 
not  attached  thereto  the  coupon  No.  5 maturing  July  15,  1919. 

3156  Accrued  interest  on  certificates  of  Series  T.2  (which  were  issued 
without  coupons  attached)  from  January  16,  1919,  to  June  16,  1919, 
and  accrued  interest  on  certificates  of  the  Tax  Series  of  1919  from  May 
15,  1919  (the  last  coupon  payment  date),  to  June  16,  1919,  will  be  remitted 
to  the  taxpayer  by  the  Federal  Reserve  Bank  by  check  and  the  collector 
must  furnish  to  the  Federal  Reserve  Bank  the  name  and  address  of  the  tax- 
payer and  the  amount  and  serial  numbers  of  the  certificates  presented  in 
each  case. 

8157  The  procedure  above  provided  will  automatically  adjust  accrued 
interest  in  respect  of  all  Treasury  certificates  of  indebtedness  used 

in  payment  of  taxes  due  June  16,  1919,  whether  presented  on  or  before  said 
date  and  no  other  payment  or  credit  will  be  allowed  or  made  on  account 
of  interest  in  connection  therewith. 

8158  Interest  on  Treasury  certificates  accepted  in  payment  of  taxes  ceases 
to  accrue  on  (a)  the  date  of  the  maturity  of  the  certificates,  or  (b) 

the  date  the  tax  is  due — whichever  of  said  dates  be  earlier.  The  provisions 
hereof  in  relation  to  the  payment  of  interest  to  June  16,  1919,  do  not  apply 
to  Treasury  certificates  of  indebtedness  accepted  in  payment  of  taxes  due 
prior  to  that  date.  Any  Treasury  certificates  of  indebtedness  accepted  in 
payment  of  taxes  becoming  due  before  June  16,  1919,  must  be  dealt  with 
separately,  and  accrued  interest  will  be  paid  only  to  the  date  the  tax  wras  due 
and  upon  surrender  with  the  certificates  of  any  coupons  maturing  subse- 
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quent  to  the  date  the  tax  was  due.  Collectors  must  specially  notify  Federal 
Reserve  Banks  in  each  case  when  Treasury  certificates  are  accepted  in  pay- 
ment of  taxes  becoming  due  prior  to  June  16,  1919.  The  15th  day  of  June 
being  a Sunday,  the  Bureau  of  Internal  Revenue  has  ruled  that  the  taxes 
which  by  the  terms  of  the  Revenue  Bill  of  1918  are  due  on  that  date  become 
due  on  June  16th. 

8159  In  order  to  avoid  unnecessary  dislocation  of  funds,  it  is  of  importance 
that  Treasury  certificates  of  indebtedness  of  the  three  series  men- 
tioned be  used  by  taxpayers  to  the  utmost  extent  possible  in  payment  of 
their  taxes,  in  preference  to  making  cash  payment  of  their  taxes,  and  Federal 
Reserve  Banks  and  collectors  of  internal  revenue  should  use  every  effort 
to  induce  taxpayers  who  are  the  holders  of  such  certificates  to  make  such 
use  of  them  and  to  facilitate  such  use  in  every  manner  in  their  power. 

8 5 60  The  instructions  to  collectors  dated  December  9,  1918  (T.  D.  2778), 
issued  by  the  Commissioner  of  Internal  Revenue  and  approved  by 
the  Secretary  of  the  Treasury,  and  the  instructions  to  Federal  Reserve 
Banks  dated  December  9,  1918,  issued  by  the  Treasurer  of  the  United  States 
and  approved  by  the  Assistant  Secretary  of  the  Treasury,  not  inconsistent 
herewith,  remain  in  full  force  and  effect. 

8165  There  seems  to  be  no  reason  to  anticipate  that  the  amount  of  taxes 
paid  as  of  June  16,  1919,  will  exceed  the  amount  of  Treasury  cer- 
tificates maturing  on  or  about  that  date.  It  seems  that  there  will  be  no 
unexpended  cash  proceeds  arising  from  the  payment  of  income  and  profits 
taxes  on  June  16,  1919,  and  therefore  no  redeposits  will  be  made;  nor  will 
payment  of  income  and  profits  taxes  by  credit  be  permitted. 

8162  Collectors  of  internal  revenue  will,  however,  be  instructed  to  deposit 
checks  received  on  and  after  June  1,  1919,  in  payment  of  income 
and  profits  taxes,  with  Federal  Reserve  Banks  and  branches,  following  to 
that  extent  substantially  the  procedure  adopted  in  March.  As  to  this 
procedure  detailed  instructions  will  follow.  (T.  D.  2850  signed  by  Com- 
missioner Daniel  C.  Roper,  and  dated  May  28,  1919.) 


(T.  D.  2851.) 

8163  Authcrity  of  Collectors  to  Accept  Uncertified  Checks.—  Section  1314, 
8017  Revenue  Act  of  1918,  provides  as  follows: 

“That  collectors  may  receive  * '*  * uncertified  checks  in 

payment  of  income,  war-profits  and  excess-profits  taxes  and  any 
other  taxes  payable  other  than  by  stamp,  during  such  time  and 
under  such  regulations  as  the  Commissioner,  with  the  approval  of  the 
Secretary,  shall  prescribe;  but  if  a check  so  received  is  not  paid  by  the 
bank  on  which  it  is  drawn  the  person  by  whom  such  check  has  been 
tendered  shall  remain  liable  for  the  payment  of  the  tax  and  for  all  legal 
penalties  and  additions  the  same  as  if  such  check  had  not  been  tendered.” 

81  64  The  following  regulations  apply  to  all  Internal  Revenue  taxes  except 
those  payable  by  stamp: 

1.  Payment  of  tax  by  uncertified  checks. — Collectors  may  accept  uncer- 
tified checks  in  payment  of  taxes,  except  those  payable  by  stamp,  provided 
such  checks  are  collectible  at  par,  that  is,  for  their  full  amount,  without 
any  deduction  for  exchange  or  other  charges.  The  collector  will  stamp 
on  the  face  of  each  check  before  deposit  the  words,  “This  check  is  in  pay- 
ment of  an  obligation  to  the  United  States  and  must  be  paid  at  par.  No 
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Protest.”  with  his  name  and  title.  The  day  on  which  the  collector  receives 
the  check  will  be  considered  the  date  of  payment  so  far  as  the  taxpayer  is 
concerned,  unless  the  check  is  returned  dishonored.  If  one  check  is  remitted 
to  cover  two  or  more  persons’  taxes,  the  remittance  must  be  accompanied 
by  a letter  of  transmittal  stating  (a)  the  name  of  the  drawer  of  the  check; 
(b)  the  amount  of  the  check;  (c)  the  amount  of  any  cash,  money  order  or 
other  instrument  included  in  the  same  remittance;  (d)  the  name  of  each 
person  whose  tax  is  to  be  paid  by  the  remittance;  (e)  the  amount  of  the 
payment  on  account  of  each  person;  and  (f)  the  kind  of  tax  paid. 

8165  2.  Procedure  with  respect  to  dishonored  checks. — If  the  bank  on 

which  any  such  check  is  drawn  should  refuse  to  pay  it  at  par,  the 
check  should  be  returned  through  the  depositary  bank  and  be  treated  in  the 
same  manner  as  a bad  check.  All  expenses  incident  to  the  attempt  to  collect 
such  a check  and  the  return  of  it  through  the  depositary  bank  must  be  paid 
by  the  drawer  of  the  check  to  the  bank  on  which  it  is  drawn,  since  no  deduc- 
tion can  be  made  from  amounts  received  in  payment  of  taxes.  If  any  tax- 
payer whose  check  has  been  returned  uncollected  by  the  depositary  bank 
should  fail  at  once  to  make  the  check  good,  the  collector  should  proceed  to 
collect  the  tax  as  though  no  check  had  been  given.  A taxpayer  who  ten- 
ders a certified  check  in  payment  for  taxes  is  also  not  released  from  his 
obligation  until  the  check  has  been  paid.  (T.  D.  2851,  signed  by  Com- 
missioner Daniel  C.  Roper,  and  dated  May  28,  1919.) 
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THE  INDEX  on  the  blue  sheets  at  the  back  of  the  book  indexes 
the  General  Administrative  Provisions  of  Law  and  all  regulations, 
etc.,  relating  thereto,  to  and  including  page  1526,  opposite. 
Page  1527  following,  and  the  pages  following  that  page 
are  unindexed,  temporarily. 

THE  RUNNING  TABLE  OF  CONTENTS,  on  Supplementary 
' Page  16,  at  the  back  of  the  book,  should  be  consulted  for  matter 
temporarily  unindexed.  This  table  consists  of  a list  of  all 
Treasury  Decisions,  etc.,  printed  in  the  Service,  showing 
the  general  subject  covered  by  each  regulation, 
ruling  or  other  matter. 
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THE  INDEX  on  the  blue  sheets  at  the  back  of  the  book  indexes 
the  General  Administrative  Provisions  of  Law  and  all  regulations, 
etc.,  relating  thereto,  to  and  including  page  1526.  Page 
1527,  opposite,  et  seq.,  are  unindexed,  temporarily. 

THE  RUNNING  TABLE  OF  CONTENTS  on  Supplementary 
Page  16,  at  the  back  of  the  book,  should  be  consulted  for  matter 
temporarily  unindexed.  This  table  consists  of  a list  of  all 
Treasury  Decisions,  etc.,  printed  in  the  Service,  showing 
in  a general  way,  the  subject  covered  by  each 
regulation,  ruling  or  other  matter. 
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8513  Section  3176,  R.  S.  Delay  in  Filing  Returns. — Where  the  delinquency  in 
6547  filing  an  admissions  tax  return  was  due  to  the  fact  that  the  head  bookkeeper  on 

8085  theatre  tickets,  reports,  etc.,  had  enlisted  in  the  United  States  Navy  and  it  was 

impossible  for  the  taxpayer  to  make  a return  on  time  with  substitute  help,  there  was  a rea- 
sonable cause  for  delinquency  within  the  meaning  of  Section  3176,  R.  S.  (T.  D.  2795, 
signed  by  Commissioner  Daniel  C.  Roper,  and  dated  February  26,  1919.) 
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No.  Designation  Page 

MISCELLANEOUS. 

46  Claim  for  refund 1509’ 

47  Claim  for  abatement 1511 

WAR-PROFITS  AND  EXCESS-PROFITS  TAX. 

1120  Corporation  income  and  profits  tax  return 279' 

1120A  Corporation  income  and  profits  tax  return  for  fiscal  year  ended 

in  1919 295 

1122  Information  return  of  subsidiary  or  affiliated  corporation 287 

ESTATE  TAX. 

704  Executor’s  60  day  notice 68 

705  Beneficiary’s  60  day  notice 70 

706  Return  of  Gross  Estate 11 

714  Transfer  agents’  60-day  notice:  Non-resident  decedents 72. 


787  Insurance  companies’  60-day  notice:  Resident  decedent — Not  re- 

produced  

788  Insurance  companies’  60-day  notice:  Non-resident  decedent — Not 

reproduced 

780  Revenue  agents  subpoena  duces  tecum — Not  reproduced 

790  Estate  tax  deposition — -Not  reproduced 

791  Application  for  release  of  estate  tax  lien — Not  reproduced 

792  Certificate  releasing  estate  tax  lien — Not  reproduced 

793  Claim  for  military  exemption  from  estate  tax — Not  reproduced.  . . 


STAMP  TAXES. 

A Clearing-house  transactions 721 

B Ex-clearing  house  transactions 722 

C Sales  of  products  or  commodities 732 

741  Statement  for  registration 726 

743  Order  for  stamps:  stock  certificates 728 

744  Order  for  stamps:  sale  of  products 736 

EXCISE  TAXES. 

728  Return  of  manufacturer’s  excise  taxes 983 

728-A  Return  of  miscellaneous  excise  taxes 985 

728-B  Return  of  dealer’s  excise  tax 997 

FACILITIES  AND  INSURANCE 

727  Return  of  tax  on  transportation  and  other  facilities 1157 

730  Return  of  tax  on  insurance 1159 

731  Exemption  certificate:  persons 1109 

750  Exemption  certificate:  property 1109 

798  Certificate  of  exportation — Not  reproduced.  See  1f5996 

799  Temporary  exemption  certificate — Not  reproduced.  See  1(5996.. 

800  Foreign  requirements  certificate — Not  reproduced.  See  1(5996  . . 

ADMISSIONS  AND  DUES. 

729  Return  of  tax  on  admissions  and  dues 1339 

752  Application  for  registry **1311 

753  Certificate  of  registry **1312 

754  Notification  by  lessor  where  lessee  is  responsible  for  collection  of  the 

tax *1312 

755  Affidavit  claiming  exemption:  admissions *1313 

SPECIAL  TAXES. 

11  Special-tax  returns 1425 

725  Receipt  form  for  tax  on  pleasure  boats 1421 

732  Return  for  special  tax  on  pleasure  boats  and  automobiles 1422 

CAPITAL  STOCK  TAX. 

707  Annual  return  of  domestic  corporations 631 

708  Annual  return  of  foreign  corporations 635 

•Revised  July,  1919.  **Revised  October,  1919.  Revisions  not  reproduced. 
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REVENUE  ACT  OF  1918  BY  SECTIONS 


Title  I. — General  Definitions. 


Sec.  Paragraph. 

t.  .503,  8137  to  8151 
2 to  99  ..  no  such 

Title  II. — Income  Tax. 

(Not  included  herein  except  as 
shown  below.) 

200  (in  part).  .501,  502,  501 

201. . 505 

231. . 3050 

240. . 587 

Title  III. — Excess  Profits  Tax. 

300. . 500 

301. . 510 

302. . 523 

303. . 524 

304. . 525 

305. . 528 

306  to  309.  . no  such 

310. . 529 

311. . 530 

312. . 541 

313  to  319.  .no  such 

320. . 543 

321  to  324.  .no  such 

325. . 548 

326. . 555 

327. . 565 

328. . 570 
329.  .no  such 

330. . 575 

331. . 579 

332  to  334.  .no  such 

335. . 580 

336. . 585 

337. . 586 

338  to  399.  .no  such 

Title  IV. — Estate  Tax. 

400. . 1 
401.  .4 

402. . 7 

403. .  14 

404. . 27 

405. . 29 

406. . 30 

407. . 31 

408. . 33 

409. . 35 
410.  .37 

41 1 to  499 . . no  such 


Title  V. — Transportation  and 
Insurance. 

Sec.  Paragraph. 

500. . 5500 

501. . 5509 

502. . 5513 

503. . 5518 

504. . 5523 

Title  VI. — Beverages. 

600  to  6^0  .not  included  herein 
631  to  699.  .no  such 

Title  VII. — Cigars,  Tobacco,  etc. 
700  to  704.  .not  included  herein 
705  to  799 . . no  such 
Title  VIII. — Admissions  and  Dues. 

800. . 6500 

801. . 6510 

802. . 6511 

803  to  899 . . no  such 

Title  IX. — Excise  Taxes. 

900. . 4500 

901. . 4524 

902. . 4525 

903. . 4526 

904. . 4528 

905. . 4551 

906. . 4554 

907. . 4555 

908  to  999.  .no  such 

Title  X. — Special  Taxes. 

1000. . 3000 

1001. . 7001 

1002. . 7016 

1003. . 7028 
1004.  .3007,  7032 

1005. . 3008,  7034 

1006  to  1008.  .Narcotic  Act 

(Not  included  herein.) 

1009. . 7036 

1010  to  1099.  .no  such 

Title  XI. — Stamp  Taxes. 

1100. . 3500 

1101. . 3501 

1102. . 3502 

1103. . 3508 

1104. . 3514 

1105. . 3515 

1106. . 3518 

1107. . 3519 
Schedule  A . . 3520 

1 108  to  1 199 . . no  such 


(Concluded  on  Supplementary  Page  4.) 
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REVENUE  ACT  OF  1918  BY  SECTIONS.— Concluded. 

The  references  are  to  paragraph  numbers. 


Title  XII.— Child  Labor. 

Sec.  Paragraph. 

1200  to  1209.  .Not  included  herein 
1210  to  1299.  .no  such], 

1 1 s mmm  y , 

[ Title  XIII. — Administrative. 

1300.  .not  included  herein  -3.  ,H 
1301(d).. 591  j 

1302. . 8000  4 f 
1303.  .not  included  herein 

1304. . 4559 

1305. . 8002-1804 

1306.  .not  included  herein 

1307..  8007 

1308. . 8008-8011 

1309. . 8012-8013 
1310(a).  .8014 
1310(b). .4567 
1310(c)..  4568 

1311. . 8015 

1312. . 4560 

1313. . 8016 

1314. . 8017 

1315.  .not  included  herein 

1316. . 8029,  8069 

1317. . 8075 

1318. . 8005-8006 

1319. . 4566 

1320. . 8122 

1321  to  1399.  .no  such 

Title  XIV. — General  Provisions 

1400. . 39,  8123-8130 
1401.  .not  included  herein 

1402. . 8131 

1403. . 8132 

1404. . 8134 

1405. . 8136 

1406-1408.  .not  included  herein 

1409. . 8152 

1409  is  the  last  section. 
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A LIST  OF  THE  SEVERAL 


COLLECTION  DISTRICTS 

WITH  THE 

NAMES  AND  ADDRESSES  OF  COLLECTORS 


REORGANIZATION  OF  JULY  1,  1887 
Revised  to  February  21,  1919. 

Unless  otherwise  indicated  the  district  bears  the  name  of  the  State  under  which 
the  Collector’s  name  is  given.) 

ALABAMA  (Includes  Mississippi),  JOHN  D.  McNEEL,  Birmingham. 

ALASKA  (See  Washington). 

ARIZONA  (See  New  Mexico). 

ARKANSAS,  JACK  WALKER,  Little  Rock. 

CALIFORNIA, 

First  District. — The  counties  of  Alameda,  Alpine,  Amador,  Butte,  Calaveras,  Colusa,  Contra 
Costa,  Del  Norte,  Eldorado,  Fresno,  Glenn,  Humboldt,  Inyo,  Kings,  Lake,  Lassen,  Madera, 
Marin,  Mariposa,  Mendocino,  Merced,  Modoc,  Mono,  Monterey,  Napa,  Nevada,  Placer, 
Plumas,  Sacramento,  San  Benito,  San  Francisco,  San  Joaquin,  San  Mateo,  Santa  Clara, 
Santa  Cruz,  Shasta,  Sierra,  Siskiyou,  Solano,  Sonoma,  Stanislaus,  Sutter,  Tulare,  Tehama, 
Trinity,  Tuolumne,  Yolo,  Yuba,  and  the  State  of  Nevada. 

JUSTUS  S.  WARDELL,  San  Francisco. 

Sixth  District. — The  counties  of  Imperial,  Kern,  Los  Angeles,  Orange,  Riverside,  San  Ber- 
nardino, San  Diego,  San  Luis  Obispo,  Santa  Barbara,  and  Ventura. 

JOHN  P.  CARTER,  Los  Angeles. 

COLORADO  (Including  Wyoming),  MARK  A.  SKINNER,  Denver. 

CONNECTICUT  (Includes  Rhode  Island),  JAMES  J.  WALSH,  Hartford. 

DELAWARE  (See  Maryland). 

DISTRICT  OF  COLUMBIA  (See  Maryland). 

FLORIDA,  JAMES  M.  CATHCART,  Jacksonville. 

GEORGIA,  AARON  O.  BLALOCK,  Atlanta. 

HAW  AD,  H.  HATHAWAY,  Honolulu. 

IDAHO  (See  Montana). 

ILLINOIS, 

First  District. — The  counties  of  Boone,  Carroll,  Cook,  DeKalb,  Dupage,  Grundy,  Jo  Davieas, 
Kane,  Kankakee,  Kendall,  Lake,  Lasalle,  Lee,  McHenry,  Ogle,  Stephenson,  Whiteaide. 
Will,  and  Winnebago. 

JULIUS  F.  SMIETANKA,  Chicago. 

Fifth  District. — The  counties  of  Bureau,  Henderson,  Henry,  Knox,  Marshall,  Mercer,  Peoria, 
Putnam,  Rock  Island,  Stark,  and  Warren. 

EDWARD  D.  McCABE,  Peoria. 

Eighth  District. — The  counties  of  Adams,  Bond,  Brown,  Calhoun,  Cass,  Champaign,  Chris- 
tian, Coles,  Cumberland,  Dewitt,  Douglas,  Edgar,  Ford,  Fulton,  Greene,  Hancock, 
Iroquois,  Jersey,  Livingston,  Logan,  McDonough  McLean,  Macon,  Macoupin,  Mason, 
Menard,  Montgomery,  Morgan,  Moultrie,  Piatt,  Pike,  Sangamon,  Schuyler,  Scott,  Shelby, 
Tazewell,  Vermilion,  and  Woodford. 

JOHN  L.  PICKERING,  Springfield. 

Thirteenth  District. — The  counties  of  Alexander,  Clark,  Clay,  Clinton,  Crawford,  Edwards. 
Effingham,  Fayette,  Franklin,  Gallatin,  Hamilton,  Hardin,  Jackson.  Jasper,  Jefferson, 
Johnson,  Lawrence,  Madison,  Marion,  Massac,  Monroe,  Perry,  Pope,  Pulaski,  Randolph, 
Richland,  St.  Clair,  Saline,  Union,  Wabash,  Washington,  Wayne,  White,  and  Williamson, 

JOHN  M.  RAPP,  East  St.  Louis. 

INDIANA. 

Sixth  District. — The  counties  of  Adams,  Allen,  Bartholomew,  Benton,  Blackford,  Brown, 
Cass,  Dearborn,  Decatur,  Dekalb,  Delaware,  Elkhart,  Fayette,  Franklin,  Fulton,  Grant, 
Hamilton,  Hancock,  Hendricks,  Henry,  Howard,  Huntington,  Jackson,  Jasper,  Jay, 
Jefferson,  Jennings,  Johnson,  Kosciusko,  Lagrange,  Lake,  Laporte,  Lawrence,  Madison, 
Marion,  Marshall,  Miami,  Monroe,  Morgan,  Newton,  Noble,  Ohio,  Porter,  Pulaski, 
Randolph,  Ripley^  Rush,  St.  Joseph,  Shelby,  Starke,  Steuben,  Switzerland,  Tipton, 
Union,  Wabash,  Wayne,  Wells,  White,  and  Whitley. 

PETER  J.  KRUYER,  Indianapolis. 

Prior  missing  Supplementrry  Pages  reserved  for  Forms. 
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INDIANA  (Concluded) 

Seventh  District. — The  counties  of  Boone,  Carroll,  Clark,  Clay,  Clinton,  Crawford,  Daviess, 
Dubois,  Floyd,  Fountain,  Gibson,  Greene,  Harrison,  Knox,  Martin,  Montgomery,  Orange, 
Owen,  Parke,  Perry,  Pike,  Posey,  Putnam,  Scott,  Spencer,  Sullivan,  Tippecanoe,  Vander- 
burg.  Vermilion,  Vigo,  Warren,  Warrick,  and  Washington. 

ISAAC  R.  STROUSE,  Terre  Haute 
IOWA,  LOUIS  MURPHY,  Dubuque. 

This  district  is  officially  designated  as  the  Third  District  of  Iowa. 

KANSAS,  WM.  H.  L.  PEPPERELL,  Wichita. 

KENTUCKY, 

Second  District. — The  counties  of  Allen,  Ballard,  Barren,  Breckenridge,  Butler,  Caldwell, 
Calloway,  Carlisle,  Christian,  Clinton,  Crittenden,  Cumberland,  Daviess,  Edmonson, 
Fulton,  Graves,  Grayson,  Hancock,  Hart,  Henderson,  Hickman,  Hopkins,  Livingston, 
Logan,  Lyon,  McCracken,  McLean,  Marshall,  Metcalfe,  Monroe,  Muhlenberg,  Ohio, 
Russell,  Simpson,  Todd,  Trigg,  Union,  Warren,  and  Webster. 

JOSP1  T.  GRIFFITH,  Owensboro. 

Fifth  District. — The  city  of  Louisville  and  the  counties  of  Adair,  Bullitt,  Casey,  Green,  Hardin 
Henry,  Jefferson,  Larue,  Marion,  Meade,  Nelson,  Oldham,  Owen,  Shelby,  Spencer,  Taylor 
and  Washington. 

J.  ROGERS  GORE,  (Acting)  Louisville. 

Sixth  District. — The  counties  of  Boone,  Bracken,  Campbell,  Carroll,  Gallatin,  Grant,  Harrison 
Kenton,  Pendleton,  Robertson,  and  Trimble. 

CHARLTON  B.  THOMPSON,  Covington. 

Seventh  District. — The  counties  of  Bath,  Bourbon,  Boyd,  Carter,  Clark,  Elliott,  Fayette, 
Fleming,  Franklin,  Greenup,  Johnson,  Lawrence,  Lewis,  Martin,  Mason,  Menifee,  Mont- 
gomery, Morgan,  Nicholas,  Powell,  Rowan,  Scott,  and  Woodford 

EL  WOOD  HAMILTON,  Lexington. 

Eighth  District. — The  counties  of  Anderson,  Bell,  Boyle,  Breathitt,  Clay,  Estill,  Floyd,  Garrard, 
Harlan,  Jackson,  Jessamine,  Knott,  Knox,  Laurel,  Lee,  Leslie,  Letcher,  Lincoln,  Madison, 
Magoffin,  Mercer,  McCreary,  Owsley,  Perry,  Pike,  Pulaski,  Rockcastle,  Wayne.  Whitley, 
and  Wolfe. 

JOHN  W.  HUGHES,  Danville. 

LOUISIANA,  JOHN  Y.  FAUNTLEROY,  New  Orleans. 

MAINE  (See  New  Hampshire). 

MARYLAND,  JOSHUA  W.  MILES,  Baltimore. 

District  of  Maryland  consists  of  the  following-named  territory:  The  States  of  Maryland 

sod  Delaware,  the  District  of  Columbia,  and  the  counties  of  Accomac  and  Northampton  of  the 
State  of  Virginia. 

MASSACHUSETTS,  JOHN  F.  MALLEY,  Boston. 

This  district  is  officially  designated  as  the  Third  District  of  Massachusetts. 

MICHIGAN, 

First  District. — Counties  of  Alcona,  Alpena,  Arenac,  Bay,  Branch,  Calhoun,  Cheboygan, 
Clare,  Clinton,  Crawford,  Genessee,  Gladwin,  Gratiot,  Hillsdale,  Huron,  Ingham,  Iosco, 
Isabella,  Jackson,  Lapeer,  Lenawee,  Livingston,  -Macomb,  Midland,  Monroe,  Mont- 
morency, Oakland,  Ogemaw,  Oscoda,  Otsego,  Presque  Isle,  Roscommon,  Saginaw,  Sanilac, 
Shiawassee,  St.  Clair,  Tuscola,  Washtenaw,  and  Wayne. 

JAMES  J.  BRADY,  Detroit. 

Fourth  District. — Counties  of  Alger,  Allegan,  Antrim,  Baraga,  Barry,  Benzie,  Berrien  Cass, 
Charlevoix,  Chippewa,  Delta,  Dickinson,  Eaton,  Emmet,  Gogebic,  Grand  Traverse, 
Houghton,  Ionia,  Iron,  Kalamazoo,  Kalkaska,  Kent,  Keweenaw,  Lake,  Leelanau,  Luce, 
Mackinac,  Manistee,  Marquette,  Mason,  Mecosta,  Menominee,  Missaukee,  Montcalm, 
Muskegon,  Newaygo,  Oceana,  Ontonagon,  Osceola,  Ottawa,  St.  Joseph,  Schoolcraft,  Van 
Buren,  and  Wexford. 

EMANUEL  J.  DOYLE,  Grand  Rapids. 

MINNESOTA,  EDWARD  J.  LYNCH,  St.  Paul. 

MISSISSIPPI  (See  Alabama). 

The  State  of  Mississippi  detached  from  the  District  of  Louisiana  and  added  to  the  District 
of  Alabama  June  1,  1908. 

MISSOURI, 

First  District. — The  counties  of  Adair,  Audraid,  Bollinger,  Boone,  Butler,  Callaway,  Cape, 
Girardeau,  Carter,  Clark,  Crawford,  Dent,  Dunklin,  Franklin,  Gasconade,  Howard, 
Iron,  Jefferson,  Knox,  Lewis,  Lincoln,  Linn,  Macon,  Madison,  Maries,  Marion,  Mississippi, 
Montgomery,  Monroe,  New  Madrid,  Oregon,  Osage,  Pemiscot,  Perry,  Phelps,  Pike,  Pu- 
laski, Ralls,  Randolph,  Reynolds,  Ripley,  St.  Charles,  St.  Francois,  Ste.  Genevieve,  St. 
Louis,  Schuyler,  Scotland,  Scott,  Shannon,  Shelby,  Stoddard,  Warren,  Washington,  and 
Wayne, 

GEORGE  H.  MOORE,  St.  Louis. 

Sixth  District. — The  counties  of  Andrew,  Atchison,  Barry,  Barton,  Bates,  Benton,  Buchanan, 
Caldwell,  Camden,  Carroll,  Cass,  Cedar,  Charlton,  Christian,  Clay,  Clinton,  Cole,  Cooper, 
Dade,  Dallas,  Daviess,  Dekalb,  Douglas,  Gentry,  Greene,  Grundy,  Harrison,  Henry, 
Hickory,  Holt,  Howell,  Jackson,  Jasper,  Johnson,  Laclede,  Lafayette,  Lawrence,  Living- 
ston, McDonald,  Mercer,  Miller,  Moniteau,  Morgan,  Newton,  Nodaway,  Ozark,  Pettis. 
Platte,  Polk,  Putnam,  Ray,  St.  Clair,  Saline,  Stone,  Sullivan,  Taney,  Texas,  Vernon, 
Webster,  Worth,  and  Wright 

GEO.  F.  CRUTCHLEY,  Kansas  City. 
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MONTANA  (Includes  Utah  and  Idaho),  WILLIAM  C.  WHALEY,  Helena. 
NEBRASKA,  GEO.  L.  LOOMIS,  Omaha. 

NEVADA  (See  First  California). 

NEW  HAMPSHIRE  (Includes  Maine  and  Vermont),  SETH  W.  JONES,  Portsmouth 
NEW  JERSEY, 

First  District. — The  counties  of  Atlantic,  Burlington,  Camden,  Cape  May,  Cumberland, 
Gloucester,  Mercer,  Monmouth,  Ocean,  and  Salem. 

SAMUEL  IREDELL,  Camden. 

Fifth  District. — The  counties  of  Bergen,  Essex,  Hudson,  Hunterdon,  Middlesex,  Morris,  Passaic, 
Somerset,  Sussex,  Union,  and  Warren. 

CHARLES  V.  DUFFY,  Newark. 

NEW  MEXICO  (Includes  Arizona),  ALFRED  FRANKLIN,  Phoenix,  Arizona. 
NEW  YORK, 

First  District.  The  counties  of  Kings,  Nassau,  Queens,  Richmond,  and  Suffolk. 

BERTRAM  GARDNER,  Federal  Building,  Brooklyn. 

Second  District. — The  old  first,  second,  third,  fourth,  fifth,  sixth,  eighth,  ninth,  and  fifteenth 
wards  of  New  York  City;  that  portion  of  the  old  fourteenth  ward  lying  west  of  the  centre 
of  Mott  Street;  that  portion  of  the  old  sixteenth  ward  lying  south  of  the  center  of  West 
Twenty-fourth  Street,  and  Governors  Island. 

WILLIAM  H.  EDWARDS,  Custom  House,  New  York. 

Third  District. — The  old  seventh,  tenth,  eleventh,  twelfth,  thirteenth,  seventeenth,  eighteenth, 
nineteenth,  twentieth,  twenty-first  and  twenty-second  wards  of  New  York  City;  that 
part  of  the  old  fourteenth  ward  lying  east  of  the  center  of  Mott  Street;  that  part  of  the  old 
sixteenth  ward  lying  north  of  the  center  of  West  Twenty-fourth  Street,  and  Blackwells 
Randalls,  and  Wards  Islands. 

MARK  EISNER,  1150  Broadway,  (27th  Street),  New  York. 

Fourteenth  District. — The  counties  of  Albany,  Clinton,  Columbia,  Dutchess,  Essex,  Fulton, 
Greene,  Hamilton,  Montgomery,  Orange,  Putnam,  Rensselaer,  Rockland,  Saratoga, 
Schenectady,  Schoharie,  Sullivan,  Ulster,  Warren,  Washington,  and  Westchester,  and 
the  old  twenty-third  and  twenty-fourth  wards  of  New  York  City. 

ROSCOE  IRWIN,  Albany. 

Twenty-first  District. — The  counties  of  Broome,  Cayuga,  Chenango,  Cortland,  Delaware, 
Franklin,  Herkimer,  Jefferson,  Lewis,  Madison,  Oneida,  Onondaga,  Oswego,  Otsego,  St. 
Lawrence,  Schuyler,  Seneca,  Tioga,  Tompkins,  and  Wayne. 

NEIL  BREWSTER,  Syracuse. 

Twenty-eighth  District. — The  counties  of  Alleghany,  Cattaraugus,  Chautauqua,  Chemung, 
Erie,  Genessee,  Livingston,  Monroe,  Niagara,  Ontario,  Orleans,  Steuben,  Wyoming,  and 
Yates. 

VINCENT  H.  RIORDAN,  Buffalo. 

Collection  Districts  for  New  York  City. 

New  York  City  (Greater  New  York)  is  embraced  within  four 
collection  districts;  the  First,  the  Second,  the  Third  and  the  Four- 
teenth New  York. 

First  District.  The  Boroughs  of  Brooklyn,  Queens  and  Rich- 
mond are  in  the  First  District;  Office,  Post  Office,  Brooklyn. 

Second  District.  The  Borough  of  Manhattan  (Manhattan  Island) 
itself  consists  of  two  collection  districts,  the  Second  and  the  Third. 
The  Second  District  (Office — Custom  House)  consists  of  that  portion 
of  Manhattan  Borough  which  is  bounded  by  the  East  River  from  the 
center  of  Catharine  Slip  (Pier  26,  E.  R.,  four  blocks  north  of  Brooklyn 
Bridge)  to  the  Battery;  by  the  North  River  from  the  Battery  to  the 
center  of  West  24th  Street  (Pier  64,  N.  R.);  and  by  a line,  beginning 
at  the  North  (Hudson)  River,  running  east  along  the  center  of  West 
Twenty-fourth  Street  to  the  center  of  Sixth  Avenue,  down  the  center 
of  Sixth  Avenue  to  the  center  of  Fourteenth  Street,  east  along  the 
center  of  Fourteenth  Street  to  the  center  of  Fourth  Avenue,  down  the 
center  of  Fourth  Avenue  to  Cooper  Square,  around  the  north  and  east 
sides  of  Cooper  Square  (i.  e.,  all  of  Cooper  Square  is  in  the  Second  Dis- 
trict) to  the  east  side  of  the  Bowery,  down  the  east  side  of  the  Bowery 
to  the  center  of  East  Houston  Street  (i.  e.,  both  sides  of  the  Bowery 
north  of  East  Houston  Street  are  in  the  Second  District),  west  along 
the  center  of  East  Houston  Street  to  the  center  of  Mott  Street,  down 
the  center  of  Mott  Street  to  the  center  of  Canal  Street,  east  along 
the  center  of  Canal  Street  to  the  center  of  the  Bowery,  down  the  center 
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of  the  Bowery  to  the  center  of  Catharine  Street  (at  Division  Street), 
along  the  center  of  Catharine  Street  to  Catharine  Slip  and  across  the 
center  of  Catharine  Slip  to  the  East  River  (Pier  26,  E.  R.).  The  Second 
District  includes  Governors  Island  also. 

Third  District.  The  Third  District  (Office,  1150  Broadway, 
between  26th  and  27th  Streets)  embraces  all  of  the  rest  of  Manhattan 
Island;  that  is,  all  of  Manhattan  Borough  not  included  within  the 
boundaries  of  the  Second  District  outlined  above,  together  with  Black- 
wells, Randalls  and  Wards  Islands. 

Fourteenth  District.  The  rest  of  Greater  New  York,  that  is  all  of 
Bronx  Borough,  which  lies  north  and  east  of  the  Harlem  Ship  Canal 
and  the  Harlem  River,  is  in  the  Fourteenth  District  (Office,  Albany). 
NORTH  CAROLINA, 

Fourth  District. — The  counties  of  Alamance,  Beaufort,  Bertie,  Bladen,  Brunswick,  Camden, 
Carteret,  Caswell,  Chatham,  Chowan,  Columbus,  Craven,  Cumberland,  Currituck,  Dare, 
Duplin,  Durham,  Edgecombe,  Franklin,  Gates,  Granville,  Greene,  Halifax,  Harnett, 
Hertford,  Hyde,  Johnston,  Jones,  Lenoir,  Martin,  Montgomery,  Moore,  Nash,  New 
Hanover,  Northampton,  Onslow,  Orange,  Pamlico,  Pasquotank,  Pender,  Perquimans, 
Person,  Pitt,  Richmond,  Robeson,  Sampson,  Scotland,  Tyrrell,  Vance,  Wake,  Warren, 
Washington,  Wayne,  and  Wilson. 

JOSIAH  W.  BAILEY,  Raleigh. 

Fifth  District. — The  counties  of  Alexander,  Alleghany,  Anson,  Ashe,  Buncombe,  Burke,  Cabarrus, 
Caldwell,  Catawba,  Cherokee,  Clay,  Cleveland,  Davidson,  Davie,  Forsyth,  Gaston, 
Graham,  Guilford,  Haywood,  Henderson,  Iredell,  Jackson,  Lincoln,  McDowell,  Macon, 
Madison,  Mecklenburg,  Mitchell,  Polk,  Randolph,  Rockingham,  Rowan,  Rutherford, 
Stanly,  Stokes,  Surry,  Swain,  Transylvania,  Union,  Watauga,  Wilkes,  Yadkin  and  Yancey. 

ALSTON  D.  WATTS,  Statesville. 

NORTH  AND  SOUTH  DAKOTA,  JAMES  COFFEY,  Aberdeen,  S.  Dak. 

OHIO, 

First  District. — The  counties  of  Brown,  Butler,  Clarke,  Clermont,  Clinton,  Fayette,  Greene 
Hamilton,  Highland,  Miami,  Montgomery,  Preble,  and  Warren. 

ANDREW  C.  GILLIGAN,  Cincinnati. 

Tenth  District. — The  counties  of  Allen,  Auglaize,  Champaign,  Crawford,  Darke,  Defiance, 
Erie,  Fulton,  Hancock,  Hardin,  Henry,  Huron,  Logan,  Lucas,  Mercer,  Ottawa,  Paulding. 
Putnam,  Sandusky,  Seneca,  Shelby,  Van  Wert,  Williams,  Wood,  and  Wyandot. 

FRANK  B.  NILES,  Toledo. 

Eleventh  District. — The  counties  of  Adams,  Athens,  Coshocton,  Delaware,  Fairfield,  Franklin, 
Gallia,  Guernsey,  Hocking,  Jackson,  Knox,  Lawrence,  Licking,  Madison,  Marion,  Meigs, 
Morgan,  Morrow,  Muskingum,  Noble,  Perry,  Pickaway,  Pike,  Ross,  Scioto,  Union. 
Vinton,  and  Washington. 

BERIAH  E.  WILLIAMSON,  Columbus. 

Eighteenth  District. — The  counties  of  Ashland,  Ashtabula,  Belmont,  Carroll,  Columbiana, 
Cuyahoga,  Geauga,  Harrison,  Holmes,  Jefferson,  Lake,  Lorain,  Mahoning,  Medina, 
Monroe,  Portage,  Richland,  Stark,  Summit,  Trumbull,  Tuscarawas,  and  Wayne. 

HARRY  H.  WEISS,  Cleveland. 

OKLAHOMA,  HUBERT  L.  BOLEN,  Oklahoma  City. 

OREGON,  MILTON  A.  MILLER,  Portland. 

PENNSYLVANIA, 

First  District. — The  counties  of  Berks,  Bucks,  Cheater,  Delaware,  Lehigh,  Montgomery, 
Philadelphia,  and  Schuylkill. 

EPHRAIM  LEDERER,  Philadelphia. 

Ninth  District. — The  counties  of  Adams,  Bedford,  Blair,  Cumberland,  Dauphin,  Franklin, 
Fulton,  Huntingdon,  Juniata,  Lancaster,  Lebanon,  Mifflin,  Perry,  Snyder,  York. 

BENJAMIN  F.  DAVIS,  Lancaster. 

Twelfth  District. — Bradford,  Carbon,  Center,  Clinton,  Columbia,  Lackawanna,  Luzerne 
Lycoming,  Monroe,  Montour,  Northampton,  Northumberland,  Pike,  Potter,  Sullivan, 
Susquehanna,  Tioga,  Union,  Wayne,  Wyoming.  (Twelfth  District  reestablished  May 
1.  1815.) 

FRED.  C.  KIRKENDALL,  Scranton. 

Twenty-third  District. — The  counties  of  Alleghany,  Armstrong,  Beaver,  Butler,  Cambria 
Cameron,  Clarion,  Clearfield,  Crawford,  Elk,  Erie,  Fayette,  Forest,  Greene,  Indiana 
Jefferson,  Lawrence,  McKean,  Mercer,  Somerset,  Venango,  Warren,  Washington,  and 
Westmoreland. 

C.  GREGG  LEWELLYN,  Pittsburgh. 

PHILIPPINE  ISLANDS,  JAMES  J.  RAFFERTY,  Manila. 

RHODE  ISLAND  (See  Connecticut). 
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SOUTH  CAROLINA,  DUNCAN  C.  HEYWARD,  Columbia. 

SOUTH  DAKOTA  (See  North  and  South  Dakota). 

TENNESSEE,  EDWARD  B.  CRAIG,  Nashville. 

TEXAS,  ALEXANDER  S.  WALKER,  Austin. 

UTAH  (See  Montana). 

VERMONT  (See  New  Hampshire). 

VIRGINIA, 

Second  District. — The  counties  of  Amelia,  Appomattox,  Brunswick,  Buckingham,  Carolina. 
Charles  City,  Chesterfield,  Cumberland,  Dinwiddie,  Elizabeth,  City  Essex,  Fluvanna, 
Gloucester,  Goochland,  Greensville,  Hanover,  Henrico,  Isle  of  Wight,  James  City,  King 
and  Queen,  King  George,  King  William,  Lancaster,  Louisa,  Lunenburg,  Mathews,  Middle- 
sex, Nansemond,  New  Kent,  Norfolk,  Northumberland,  Nottaaway,  Powhatan,  Prince 
Edward,  Prince  George,  Princess  Anne,  Richmond,  Stafford,  Southampton,  Spottsylvania, 
Surry,  Sussex,  Warwick,  Westmoreland,  and  York. 

RICHARD  C.  L.  MONCURE,  Richmond. 

Sixth  District. — The  counties  of  Albemarle,  Alexandria,  Alleghany,  Amherst,  Augusta,  Bath, 
Bedford,  Bland,  Botetourt,  Buchanan,  Campbell,  Carroll,  Charlotte,  Clarke,  Craig,  CuL 
pepper,  Dickenson,  Fairfax,  Fauquier,  Floyd,  Franklin,  Frederick,  Giles,  Grayson,  Greene- 
Halifax,  Henry,  Highland,  Lee,  Loudoun,  Madison,  Mecklenburg,  Montgomery,  Nelson, 
Orange,  Page,  Patrick,  Pittsylvania,  Prince  William,  Pulaski,  Rappahannock,  Roanoke, 
Rockbridge,  Rockingham,  Russell,  Scott,  Shenandoah,  Smyth,  Tazewell.  Warren,  Wash- 
ington, Wise,  and  Wythe. 

JAMES  S.  PERSINGER,  Roanoke. 

The  counties  of  Accomac  and  Northampton  are  in  the  District  of  Maryland. 

WASHINGTON  (Includes  Alaska),  DAVID  J.  WILLIAMS,  Tacoma. 

WEST  VIRGINIA,  SAMUEL  A.  HAYS,  Parkersburg. 

WISCONSIN, 

First  District. — Counties  of  Brown,  Calumet,  Dodge,  Door,  Florence,  Fond  du  Lac,  Forest, 
Green  Lake,  Kenosha,  Kewaunee,  Manitowoc,  Marinette,  Marquette,  Milwaukee,  Oconto, 
Outagamie,  Ozaukee,  Racine,  Shawano,  Sheboygan,  Walworth,  Washington,  Waukesha, 
Waupaca,  Waushara,  Winnebago,  and  county  of  Langlade  with  exception  of  the  eight 
townships  of  said  county  which  were  formerly  in  Lincoln  County. 

PAUL  A.  HEMMY,  Milwaukee. 

Second  District. — Counties  of  Adams,  Ashland,  Barron,  Bayfield,  Buffalo,  Burnett,  Chippewa* 
Clark,  Columbia,  Crawford,  Dane,  Douglas,  Dunn,  Eau  Claire,  Grant,  Green,  Iowa,  Iron. 
Jackson,  Jefferson,  Juneau,  La  Crosse,  Lafayette,  Lincoln,  Marathon,  Monroe,  Oneida. 
Pepin,  Pierce,  Polk,  Portage,  Price,  Richland,  Rock,  Rusk,  St.  Croix,  Sauk,  Sawyer, 
Taylor,  Trempealeau,  Vernon,  Vilas,  Washburn,  Wood,  and  the  eight  townships  in  the 
western  part  of  Langdale  County  which  were  formerly  in  Lincoln  County. 

BURT  WILLIAMS,  Madisnn 

WYOMING  (See  Colorado). 


§ 
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T.  D.  AND  SPECIAL  MATTER  FINDER. 

In  these  tables  are  shown  the  locations  within  this  book,  by  paragraph  num- 
bers of  all  matters  printed  herein,  that  appeared  in  our  1918  Service. 

Any  regulation,  part  of  a regulation,  letter,  or  other  matter  contained  in 
our  1918  Service  not  found  in  the  subjoined  tables  was  repealed,  amended, 
superseded,  or  otherwise  annulled,  or  was  repeated  in  a subsequent  regulation 
which  has  been  cited  as  being  the  latest  ruling. 

THE  REFERENCES  ARE  TO  PARAGRAPHS. 

Laws. 


Second  Liberty  Bond  Act  (Secs.  7 and  11) 839 

Act  supplementary  to  Second  Liberty  Bond  Act  (Sec.  1) 842 

Third  Liberty  Bond  Act  (Part  of  Sec.  6) 256 

War  Finance  Corporation  Act  (Sec.  301) 3690 

Act  of  June  13,  1898  (Sec.  13)  as  amended  by  Sec.  7 of  the  Act  of  March  2, 

1901 3721 

Act  of  June  13,  1898  (Sec.  14) 3722 

Act  of  June  13,  1898  (Sec.  15) 3723 


Cases. 


Dodge  vs.  Osborn 8062 

Hicks  et  al.  vs.  Comptroller  of  State  of  New  York 223 

Kohlhamer  vs.  Smietanka 8068 

Niles  vs.  Central  Manufacturer,  Mutual  Insurance  Co 5729 

Niles  vs.  Ohio  Underwriters  Mutual  Insurance  Co 5729 

Redpath  Lyceum  Bureau  vs.  Pickering 7141,  7144 

U.  S.  vs.  General  Inspection  and  Loading  Co 8112 


Miscellaneous. 

Regulations  No.  14  (Extracts) ..  8031,  8042,  8044 

Mim.  No.  1579 . . 146 

Art.  197,  Reg.  33  (1914).. 8106 

T.  D.  21517. .8100 

T.  D.  35076. .7093 

T.  D.  37419. .3567 

T.  D.  37421. .3569 

Special  Letters. 


December  8-10,  1914 — Rulings  given  to  Caldwell,  Masslich  & Reed 7079 

Jan.  30,  1917 — Mimeograph  letter  to  Collectors 148 

Feb.  6,  1917 — Mimeograph  letter  to  Collectors 157 

Mar.  14,  1917 — Letter  to  The  Corporation  Trust  Company 159 

Apr.  25,  1917 — Letter  to  Whitridge,  Butler  & Rice 180 

May  10,  1917 — Letter  to  Guy  Stevens 179 

May  15,  1917 — Letter  to  Whitridge,  Butler  & Rice 184 

June  22,  1917 — Letter  to  Whitridge,  Butler  & Rice 200 

July  1917 — Oral  statements  to  The  Corporation  Trust  Company.  ...  8113 

luly  6.  1917 — Letter  to  the  Collector  of  Internal  Revenue  of  the  Sixth 

California  District 142 

July  17,  1917 — E.  T.  Mim.  1575 230 

Aug.  9,  1917 — Letter  to  Whitridge,  Butler  & Rice 205 

Oct.  4,  1917 — Letter  to  Phelps,  Winston  and  Wharton 242 

Oct.  20,  1917 — Letter  to  E.  J.  Gallien 3549 

Oct.  23,  1917 — Letter  to  Whitridge,  Butler  & Rice 229 

Oct.  25,  1917 — Telegram  to  Chas.  M.  Leslie 856 

Oct.  27,  1917 — Telegram  to  Eliot,  Chaplin,  Blayncy  & Bedal 857 

Nov.  8,  1917 — Letter  to  Thompson,  Warren  & Pelgram 7217 

Nov.  16,  1917 — Letter  to  E.  J.  Gallien 3550 
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Special  Letters. — Concluded. 

Nov.  17,  1917 — Letter  to  Joseph  and  Alvin  T.  Sapinsky 757 

Nov.  20,  1917 — Letter  to  the  Central  Trust  Company  of  Illinois 3589 

Nov.  24,  1917 — Letter  to  The  Corporation  Trust  Copmany 3587 

Nov.  26,  1917 — Letter  to  Murray,  Prentice  & Howland 3592 

Nov.  30,  1917 — Letter  to  The  Corporation  Trust  Company 3590 

Dec.  10,  1917 — Letter  to  The  Corporation  Trust  Company 3594 

Dec.  11,  1917 — Letter  to  W.  C.  Craige 3548 

Dec.  19,  1917 — Letter  to  Phelps,  Winston  & Wharton 245 

Jan.  24,  1918 — Letter  to  Alexander  & Green 3710 

Feb.  15,  1918 — Letter  to  Joseph  W.  Worthen 3714 

Feb.  20,  1918 — Letter  to  the  Chase  National  Bank 3698 

Feb.  26,  1918 — Letter  to  Wollman  & Wollman 762 

Mar.  5,  1918 — Telegram  to  O’Brien,  Boardman,  Harper  & Fox 818 

Mar.  13,  1918 — Part  of  letter  to  The  Corporation  Trust  Company 836 

Mar.  18,  1918 — Telegram  to  John  L.  Steinbugler 788 

Mar.  20,  1918 — Letter  to  The  Corporation  Trust  Company 764 

Mar.  23,  1918 — Letter  to  The  Corporation  Trust  Company 828 

Mar.  25,  1918 — Letter  to  Ivins,  Wolff  & Hoguet 804 

Apr.  8,  1918 — Letter  to  Gallert  & Heilborn 807 

Apr.  13,  1918 — Letter  to  The  Corporation  Trust  Company 3711 

Apr.  27,  1918 — Letter  to  E.  G.  Shorrock  & Company 768 

Apr.  30,  1918 — Letter  to  Travis  & Spence 3598 

Apr.  30,  1918 — Letter  to  The  Corporation  Trust  Company 5595 

May  9,  1918 — Letter  to  The  Corporation  Trust  Company 787 

May  15,  1918 — Letter  to  Rose  & Paskus 814 

May  16,  1918 — Letter  to  The  Corporation  Trust  Company 792 

May  18,  1918 — Letter  to  The  Corporation  Trust  Company 810 

May  22,  1918 — Letter  to  C.  Monteith  Gilpin 3600 

May  27,  1918 — Letter  to  The  Corporation  Trust  Company 3717 

June  11,  1918 — Letter  to  Collins  & Corbin 3595 

June  14,  1918 — Letter  to  The  Corporation  Trust  Company 5577 

June  14,  1918 — Letter  to  John  A.  Tillinghast 3697 

June  20,  1918 — Letter  to  Linwood  M.  Erskine 3597 

July  5,  1918 — St.  Mim 1914 

July  12,  1918 — Letter  to  The  Corporation  Trust  Company 3601 

July  24,  1918 — Letter  to  The  Corporation  Trust  Company 3588 

July  29,  1918 — Telegram  to  Hosack  & Hartman 797 

Aug.  2,  1918 — Letter  to  The  Corporation  Trust  Company 776 

Oct.  19,  1918 — Letter  to  the  First  National  Bank 7082 

Dec.  30,  1918 — Letter  to  Malcolm  Sumner 4637 

Jan.  7,  1919 — Letter  to  The  Corporation  Trust  Company 194 

Jan.  28,  1919 — Letter  to  The  Corporation  Trust  Company 3599 
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Revised  Statute  Sections. 


Sec.  3164. 

.8076 

Sec.  3224. 

.8061 

Sec.  3165. 

.8077 

Sec.  3225. 

.8070 

Sec.  3172. 

.8078 

Sec.  3226. 

.8071 

Sec.  3173. 

. 8079-8084 

Sec.  3227. 

.8072 

Sec.  3174. 

. 8085-8088 

Sec.  3228. 

.8073 

Sec.  3184. 

.8105 

Sec.  3229. 

.8074 

Sec.  3186. 

.244 

Sec.  3235. 

.7079 

Sec.  3220. 

. 8030 

Sec.  3239. 

.7037 

1918  Excess-Profits  Tax  Primer. 

(See  If 7 44.) 


Question  10.  .751 
Question  13 . . 752 
Question  14 . . 753 
Question  15 . . 763 
Question  16 . .761 
Question  23.  . 798 
Question  24.  . 799 
Question  25  . . 769 
Question  26.  .771 
Question  28.  . 774 
Question  35 . . 789 
Question  36.  . 790 
Question  37 . . 803 
Question  38.  .816 
Question  39.  .817 


Question  41 . . 754 
Question  53.  . 772 
Question  58.  . 773 
Question  59.  . 830 
Question  62 . . 767 
Question  63 . . 800 
Question  64.  . 802 
Question  69 . . 770 
Question  70 . . 775 
Question  71 . .801 
Question  72 . .791 
Question  75 . . 755 
Question  76.  . 756 
Question  77 . . 855 


Reg.  37.  Estate  Tax . . 80 

(Revised  May,  1917.) 


Art. 

1 . 

.81 

Art. 

22. 

. 106 

Art. 

2. 

.82 

Art. 

23. 

. 107 

Art. 

3. 

.83 

Art. 

24. 

. 109 

Art. 

4. 

.86 

Art. 

25. 

.110 

Art. 

5. 

.87 

Art. 

26. 

.111 

Art. 

6. 

.88 

Art. 

27. 

.116 

Art. 

7. 

.90 

Art. 

28. 

.117 

Art. 

8. 

.91 

Art. 

29. 

.119 

Art. 

9. 

.92 

Art. 

30. 

. 120 

Art. 

10. 

.93 

Art. 

31. 

. 121 

Art. 

11. 

.94 

Art. 

32. 

. 122 

Art. 

12. 

.95 

Art. 

33. 

. 123 

Art. 

13. 

.96 

Art. 

34. 

. 127 

Art. 

14 

97 

Art. 

35. 

. 128 

Art. 

15. 

.98 

Art. 

36. 

. 130 

Art. 

16. 

.99 

Art. 

37. 

. 131 

Art. 

17. 

. 101 

Art. 

38. 

. 133 

Art. 

18. 

. 102 

Art. 

39. 

. 135 

Art. 

19. 

. 103 

Art. 

40. 

. 137 

Art. 

20. 

. 104 

Art. 

41. 

.138 

Art. 

21. 

.105 
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Regulations  No.  38,  Revised.  (T.  D.  2750.)  (August  9,  1918) . . 3009 


Art. 

1. 

.3010 

Art.  15. 

.3025 

Art. 

2. 

.3011 

Art.  16. 

.3026 

Art. 

3 . 

.3012 

Art.  17. 

.3027 

Art. 

4. 

.3013 

Art.  18. 

.3028 

Art. 

5. 

.3014 

Art.  19. 

.3029 

Art. 

6. 

.3015 

Art.  20. 

.3030 

Art. 

7. 

.3016 

Art.  21. 

.3038 

Art. 

8. 

.3017 

Art.  22. 

.3039 

Art. 

9. 

.3018 

Art.  23 . 

.3040 

Art. 

10. 

.3019 

Art.  24. 

.3041 

Art. 

11. 

.3020 

Art.  25. 

.3042 

Art. 

12. 

.3021 

General 

Instructions: 

Art. 

13. 

.3023 

Domestic . . 3043 

Art. 

14. 

.3024 

Foreign.  . . 3051 

Regulations  No.  40. 

(T.  D.  2608.)  (November  30,  1917) . 

Part  1. 

Part  2. 

Art. 

1. 

.3613 

Art.  1 . 

.3655 

Art. 

2. 

.3619 

Art.  2. 

.3660 

Art. 

3. 

.3621 

Art.  3 . 

.3662 

Art. 

4. 

.3622 

Art.  4 . 

.3663 

Art. 

5. 

.3623 

Art.  5. 

.3667 

Art. 

6 . 

.3628 

Art.  6. 

.3672 

Art. 

7. 

.3629 

Art.  7 . 

.3676 

Art. 

8. 

.3634 

Art.  8 . 

.3678 

Art. 

9. 

.3637 

Art.  9. 

.3680 

Art. 

10. 

.3639 

Art.  10. 

. 3682 

Art. 

11. 

.3645 

Art.  11. 

.3685 

Art. 

12. 

.3648 

Regulations  No.  41  (T.  D.  2694)  (February  4,  1918).  .597 

Art. 

1 . 

.597 

Art.  44. 

.661 

Art. 

2. 

.598 

Art.  45 . 

.665 

Art. 

3. 

.599 

Art.  46. 

.666 

Art. 

4. 

.600 

Art.  47. 

.667 

Art. 

5. 

.601 

Art.  48 . 

.669 

Art. 

6. 

.602 

Art.  49. 

.670 

Art. 

7. 

.603 

Art.  50. 

.671 

Art. 

8. 

.604 

Art.  51. 

.672 

Art. 

9. 

.605 

Art.  52. 

.673 

Art. 

10. 

.606 

Art.  53 . 

.680 

Art. 

11. 

.608 

Art.  54. 

.696 

Art. 

12. 

.609 

Art.  55. 

.698 

Art. 

13. 

.610 

Art.  56. 

.699 

Art. 

14. 

.611 

Art.  57. 

.700 

Art. 

15. 

.613 

Art.  58. 

.701 

Art. 

16. 

.614 

Art.  59. 

.703 

Art. 

17. 

.615 

Art.  60. 

.707 

Art. 

18. 

.616 

Art.  61 . 

.708 

Art. 

19. 

.619 

Art.  62. 

.709 

Art. 

20. 

.620 

Art.  63 . 

.710 

Art. 

21. 

.621 

Art.  64. 

.712 

Art. 

22. 

.622 

Art.  65. 

.719 

Art. 

23. 

.623 

Art.  66-70.  .721 

Art. 

24. 

.631 

Art.  71. 

.727 

Art. 

25. 

.636 

Art.  72. 

.729 

Art. 

26. 

.638 

Art.  73. 

.730 

Art. 

27. 

.639 

Art.  74. 

.731 

Art. 

28. 

.640 

Art.  75 . 

.735 

Art. 

29. 

.641 

Art.  76. 

.739 

Art. 

30-41. .645 

Art.  77. 

.740 

Art. 

42. 

.657 

Art.  78. 

.742 

Art. 

43. 

.658 

Art.  79. 

.743 
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Regulations  No.  42.  (T, 

Art.  1..5527 
Art.  2..  5528 
Art.  3..  5529 
Art.  4.. 5530 
Art.  5..  5532 
Art.  6..  5534 
Art.  7..  5535 
Art.  8.. 5536 
Art.  9.. 5537 
Art.  10.  .5538 
Art.  11.,  5539 
Art.  12.  .5541 
Art.  13.  .5542 
Art.  14.  .5545 
Art.  15.  .5547 
Art.  16.  .5551 
Art.  17.  .5557 
Art.  18.  .5558 
Art.  19.  .5559 
Art.  20.  .5560 
Art.  21.  .5562 
Art.  22.  .5563 
Art.  23.  .5590 
Art.  24.  .5591 
Art.  25.  .5592 
Art.  26.  .5593 
Art.  27.  .5594 
Art.  28.  .5598 
Art.  29.  .5599 
Art.  30.  .5600 
Art.  31.  .5601 
Art.  32.  .5608 
Art.  33.  .5610 
Art.  34.  .5611 
Art.  35.  .5613 
Art.  36.  .5616 
Art.  37  .„  5619 
Art.  38.  .5620 


Regulations  No.  43.  (T. 

Art.  1 . . 65 14 
Art.  2..  65 16 
Art.  3..  65 17 
Art.  4..  65 18 
Art.  5..  65 19 
Art.  6..  6520 
Art.  7..  6521 
Art.  8..  6523 
Art.  9..  6524 
Art.  10.  .6525 
Art.  11.  .6527 
Art.  12.  .6528 
Art.  13.  .6530 
Art.  14.  .6532 
Art.  15.  .6534 
Art.  16.  .6535 


>.  2676)  (March  18,  1918).  .5526 


Art. 

39. 

.5621 

Art. 

40. 

.5626 

Art. 

41 . 

.5627 

Art. 

42. 

.5629 

Art. 

43. 

. 5630 

Art. 

44. 

.5632 

Art. 

45. 

.5637 

Art. 

46. 

.5642 

Art. 

47. 

.5643 

Art. 

48. 

.5644 

Art. 

49. 

.5646 

Art. 

50. 

.5647 

Art. 

51 . 

.5648 

Art. 

52. 

.5649 

Art. 

53. 

.5650 

Art. 

54. 

.5651 

Art. 

55. 

.5652 

Art. 

56. 

.5653 

Art. 

57. 

.5656 

Art. 

58. 

.5658 

Art. 

59. 

.5660 

Art. 

60. 

.5661 

Art. 

61. 

.5662 

Art. 

62. 

.5664 

Art. 

63. 

.5667 

Art. 

64. 

.5668 

Art. 

65. 

.5669 

Art. 

66. 

.5670 

Art. 

67. 

.5672 

Art. 

68. 

.5673 

Art. 

69. 

.5684 

Art. 

70. 

.5688 

Art. 

71. 

.5691 

Art. 

72. 

.5693 

Art. 

73. 

.5696 

Art. 

74. 

.5697 

Art. 

75. 

.5699 

Art. 

76. 

.5700 

».  2681)  (March  26,  1918.).. 6512 

Art.  17.  .6537 
Art.  18.  .6538 
Art.  19.  .6540 
Art.  20.  .6542 
Art.  21 . .6543 
Art.  22.  .6545 
Art.  23.  .6547 
Art.  24.  .6548 
Art.  25.  .6549 
Art.  26.  .6550 
Art.  27.  .6551 
Art.  28.  .6552 
Art.  29.  .6553 
Art.  30.  .6555 
Art.  31 . .6557 
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Regulations  No.  44.  (T. 

Art.  1 . .4570 
Art.  2..  4571 
Art.  3..  4572 
Art.  4..  4573 
Art.  5..  45  74 
Art.  6..  4575 
Art.  7..  45  76 
Art.  8..  4580 
Art.  9..  4583 
Art.  10.  .4586 
Art.  11.  .4587 
Art.  12.  .4590 
Art.  13.  .4591-4592 
Art.  14.  .4593 
Art.  15.  .4594 
Art.  16.  .4596 


».  2719)  (May  31,  1918).. 4569 

Art.  17.  .4597 
Art.  18.  .4601 
Art.  19.  . 4606 
Art.  20.  .4608 
Art.  21.  .4609 
Art.  22.  .4610 
Art.  23.  .4619 
Art.  24.  .4620 
Art.  25.  .4621 
Art.  26.  .4622 

Art.  27-36.  .Refer  to  Beverages. 

Art.  37.  .4623 

Art.  38.  .4625 

Art.  39.  .4626 

Art.  40.  .4627 

Art.  41.  .4628 


Treasury  Decisions, 


T.  D.  1995. .8107 
T.  D.  2040. .7104 
T.  D.  2046. .7045 

Brokers.  . 7048 
Pawnbrokers.  .7085 
Customhouse  brokers.  .7088 
Theaters,  etc. . . 7100 
Circuses.  .7121 
Public  exhibitions.  .7127 
Bowling  alleys,  etc..  .7158 
T.  D.  2061. .7173 

Tobacco,  etc.  .7185 
T.  D.  2083. .7077 
T.  D.  2183. .7154 
T.  D.  2205. .8114 
T.  D.  2217. .7105 
T.  D.  2223. .7114 
T.  D.  2257. .3558 
T.  D.  2260. .7038 
T.  D.  2263. .7078 
T.  D.  2266. .8097 
T.  D.  2314. .7118 
T.  D.  2321. .7095 
T.  D.  2332. .8118 
T.  D.  2341. .8119 
T.  D.  2369. .8001 
T.  D.  2372. . 139 
T.  D.  2385. .140 
T.  D.  2406. . 143 
T.  D.  2415. .62 
T.  D.  2421. . 150 
T.  D.  2439. .7172 
T.  D.  2443. .8045 
T.  D.  2448. .7141 
T.  D.  2449. .207 
T.  D.  2450. .213 
T.  D.  2453. .234 
T.  D.  2454. . 160 
T.  D.  2462. .7167 
T.  D.  2477. .206 
T.  D.  2483. .144 


T.  D.  2490. .185 
T.  D.  2497. .67 
T.  D.  2513. .44 
T.  D.  2524. .228 
T.  D.  2529. .217 
T.  D.  2530. .208 
T.  D.  2531. .237 
T.  D.  2535. .41 
T.  D.  2538. .3726 
T.  D.  2541. .852 
T.  D.  2543..3737 
T.  D.  2551. .5703 
T.  D.  2563. .5723 
T.  D.  2570.  78 

Estate  Tax.  . 79 
Excise  Taxes.  .4579 
Occupations.  .7220 
T.  D.  2581. .833 

T.  D.  2584 — Stamp  Taxes.  .3586 

— Excise  Taxes ..  4578,  461 1 
T.  D.  2585. .847 
T.  D.  2588. .5710 

T.  D.  2591— Excise  Taxes.. 4582,  4588, 
4598,  4602,  4612 
— Occupations.  .7218 
T.  D.  2594. .3603 

T.  D.  2599.  .3585,  3591,  3695,  3696, 
3713,  3715,  3716,  3739, 
3740 

T.  D.  2600. .5704,  *708 
T.  D.  2601. .4585 
T.  D.  2608\ 

Reg.  40  ) ■ 3610 

See  Reg.  40  above. 

T.  D.  2619. .5707 
T.  D.  2624. .3563 
T.  D.  2626. .249 
T.  D.  2637. .251 
T.  D.  2647. .3576 
T.  D.  2654. .8049 
T.  D.  2662. .819 
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T.  D.  2667. .8024 
T.  D.  2672. .831 
T.  D.  26761 
Reg.  42  f5526 

See  Reg.  42  above. 

T.  D.  26811  9.R1 

Reg.  43  l"2681 

See  Reg.  43  above. 

T.  D.  2682. .3699 
T.  D.  2683. .758 
T.  D.  2684. .7143 
T.  D.  2685. .3602 
T.  D.  2691. .257 

See  Reg.  41  above. 

T.  D.  2701. .3691 
T.  D.  2708. .195 
T.  D.  2711. .745 
T.  D.  2713. .3551 
T.  D.  27191  4569 

Reg.  44  /••456y 

See  Reg.  44  above. 

T.  D.  2727. .5564 
T.  D.  2735. .261 
T.  D.  2741. .3647,  3684 
T.  D.  2742. .5578 

The  above  Treasury 


T.  D.  2743. .5728 
T.D.  27501 
Reg.  38  j-*3009 

See  Reg.  38  above. 

T.  D.  2752. .3577 
T.  D.  2753. .7210 
T.  D.  2756. .262 
T.  D.  2762. .849 
T.  D.  2770. .272 
T.  D.  2771. .275 
T.  D.  2772. . 181 
T.  D.  2775. .7111 
T.  D.  2778. .8018 
T.  D.  2781. .4630 

T.-D.  2782— Stamp  Taxes.. 3565,  3566, 
3712 

— Excise  Taxes.  .4584,  4605 
— Transportation.  .5588, 
5596,  5597,  5635 
— Admissions,  etc.  .6563 
— Occupations.  .7081 
T.  D.  2785 — Excise  Taxes.  .4577,  4595, 
4604,  4615,  4624,  4643 
— Transportation.  .5587 
— Insurance.  .5727 
— Occupations ..  7076,  7219 
T.  D.  2786. .3607 

Decisions  and  other  matters  are  indexed. 


The  following  are  unindexed  temporarily,  except  as  indicated. 


Date 

Law  Designation  1919  Subject  Par. 

Profits  Reg.  45  1 3-  5 General  regulations.  (Complete  table  of 

Part  II-B  / contents  for  Reg.  45,  page  242.) 859 

Stamps  T.  D.  2795  2-26  Synopsis  of  decisions 3741 

Excise  T.  D.  2795  2-26  Synopsis  of  decisions 4644 

Utilities  T.  D.  2795  2-26  Synopsis  of  decisions 5738 

Adm.-Dues  T.  D.  2795  2-26  Synopsis  of  decisions 6571 

Miscel.  T.  D.  2795  2-26  Delay  in  filing  returns 8153 

Profits  Special  3-11  Federal  Reserve  Bank  stock  as  invested 

capital 1007,  1014 

Profits  Special  3-11  Tangible  property  paid  in:  value  in  ex- 
cess of  par  value  of  stock 1008 

Cap.  Stock  T.  D.  2800  3-12  Liability  of  railroads  under  Federal  con- 
trol to  Capital  Stock  Tax 3060 

Profits  Special  3-14  The  Advisory  Tax  Board  membership. . . 1009 

Estate  T.  D.  2802  3-12  Receipt  of  Liberty  Bonds  for  Estate  Taxes  279 

Profits  Special  3-14  Federal  Reserve  Bank  stock  as  invested 

capital 1014 

Profits  T.  D.  2812  3-22  Correction  in  form  1120 1015 

Estate  Special  3-24  Effective  date  of  new  rates  and  provisions  301 

Profits  Special  3-24  Liability  of  corporation  with  no  net  in- 
come to  make  return 1016 

Profits  Special  3-24  Manner  of  determining  prewar  profits 

(and  invested  capital) 1017 

Excise  Special  4-3  Consumption  tax  on  jewelry,  etc 4651 

Dues  Reg.  43  \ 4-3  General  regulations  (Indexed  fully  at  page 

Part  2 / 1332) 6576 

Stamps  2817  4-2  Collection  of  tax  on  playing  cards  and 

monthly  returns  in  connection  there- 
with  3748 

Profits  Special  4-5  War  Finance  Corporation  bonds  as  ad- 
missible and  inadmissible  assets 1018 

Profits  Special  4-4  Interest  bearing  one-year  loan  to  corpora- 

tion by  stockholders  although  other 
creditors  are  preferred,  is  not  “in- 
vested capital” 1021 

Profits  Special  4-10  If  corporation  elects  10%  minimum  war- 

profits  credit,  prewar  date  not  required  1022 
WAR  TAX 
Supplementary  Page  16. 


7-24-19. 


RUNNING  TABLE  OF  CONTENTS.— Continued 

The  references  are  to  paragraph  numbers . 


Law  Designation  Date  Subject  Par. 

1919 

Profits  Law  3-  3 Victory  Liberty  Loan  Act 1023 

Profits  Special  4-14  Exempt  status  of  interest  on  Victory  Liberty 

Loan  notes 1035 

Profits  Special  4-  5 Liberty  Bond  interest  exemption,  consoli- 

dated returns,  bonds  all  owned  by  parent 

corporation. 1038 

Profits  Special  4-16  Liberty  Bond  interest  exemption,  consoli- 

dated returns,  bonds  being  owned  by 

each  of  the  affiliated  corporations 1039 

Stamps  Special  4-10  Food  Administration  Grain  Corporation 

Notes 3768 

Stamps  Special  4-14  Time  drafts  originating  and  delivered 

abroad 3769 

Profits  Special  4-14  Original  issue  stock  sold  at  par  on  commis- 
sion in  relation  to  invested  captal 1041 

Profits  Special  4-14  Depreciation  of  tangible  property,  added  to 

invested  capital  as  paid-in  surplus,  to  be 
reflected  in  adjustment  of  earned  surplus 

or  undivided  profits 1042 

Excise  Special  4-21  Sales  to  United  States  Government  and  to 

quasi-governmental  organizations 4654 

Excise  ST  2113  4-27  Extension  of  time  for  filing  returns  for  taxes 

imposed  by  sections  900  and  902 4655 

Stamps  Special  4-19  Conveyances:  Subsidiaries  to  parent  cor- 

poration for  nominal  consideration  only. . 3770 

OccupationsSpecial  4-30  Brokers 7222 

Excise  Special  4-29  Consumption  taxes  on  semi-luxuries 4660 

Stamps  T.  D.  2825  4-28  Indemnity  and  surety  bonds 3771 

Excise  ST  2122  4-29  Returns  of  unstamped  toilet  and  medicinal 

articles 4670 

Excise  Reg.  47  5-  1 Regulations  relating  to  excise  taxes  on  sales 

T.  D.  2832  by  the  manufacturer  (Indexed  fully  at 

page  941) 4673 

Excise  Reg.  48  5-  2 Regulations  relating  to  excise  taxes  on 

T .D.  2833  works  of  art,  jewelry,  etc.  (Complete 

table  of  contents  for  Reg.  48,  page  944). . . 4728 
Util  Reg.  49  5-  1 Regulations  relating  to  the  tax  on  transpor- 

T.  D.  2834  tation  and  other  facilities  (Indexed  fully 

at  page  1149) . 5741 

Cap  to  Reg.  50  4-29  Regulations  relating  to  the  Capital  Stock 

T.  D.  2835  Tax  (Complete  table  of  contents  for  Reg. 

50,  page  615)  „ 3073 

Excise  Reg.  51  5-9  Regulations  relating  to  toilet  and  medicinal 

preparations  (Complete  table  of  contents 

or  Regulations  51,  page  956) 4776 

Stamps  Special  4-30  Stamps  to  be  affixed  to  collateral  trust  notes 

and  not  to  trust  indenture 3775 

Stamps  Special  5-10  No  stamps  required  on  promissory  notes 

secured  by  certificates  of  indebtedness 
issued  by  Director  General  of  Railroads..  3776 
Profits  Special  5-15  Status  of  average  percentages  known  as 

the  median 1043 

Excise  Reg.  54  5-14  Regulations  relating  to  taxes  on  sales  by  the 

T.  D.  2866  dealer,  of  wearing  apparel  etc.  (semi- 

luxuries). (Indexed  fully  at  page  998.) . . 4822 
Occupations  Special  5-22  Return  and  payment  of  tax  under  the 

special  taxes  on  occupations  law 7229 

Excise  ST  2140  5-23  Extension  of  time  for  making  returns 4906 

Adm.-DuesST  2140  5-23  Extension  of  time  for  making  returns 6643 

Utilities  ST  2140  5-23  Extension  of  time  for  making  returns 5904 

Estate  Special  5-14  Liberty  Loan  bonds,  etc.,  beneficially 

owned  by  non-resident  alien  individuals.  302 
OccupationsST  2136  5-20  Return  and  payment  of  tax 7234 
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Law  Designation  Date  Subject  Par. 

1919 

Profits  Special  5-21  Liberty  Bond  Interest  Exemption,  Con- 

solidated returns,  bonds  being  owned  by 

each  of  the  affiliated  corporations 1046 

Stamps  Special  5-24  Stamps  may  be  affixed  either  to  trust  inden- 
ture or  to  the  bonds 3777 

Miscel.  T.  D.  2850  5-28  Certificates  of  indebtedness  in  payment  of 

taxes  due  June  16,  1919 8154 

Miscel.  T.  D.  2851  5-28  Authority  of  collectors  to  accept  uncer- 
tified checks 8163 

Excise  T.  D.  2852  5-31  Modification  of  and  addition  to  Reg.  No. 

47 — tax  on  sales  by  manufacturers 4913 

Profits  T.  D.  2857  6-  7 Original  subscription  to  Victory  Notes 1048 

Excise  Reg.  56  6-11  Regulations  relating  to  the  tax  on  motion 

T.  D.  2868  picture  films.  (Fully  indexed  at  page 

944.) 4923 

Excise  T.  D.  2860  6—10  Synopsis  of  decisions 4956 

Excise  Special  6-  4 Certain  religious  emblems  liable  to  tax 4958 

Cap.  Stock  Special  6-  2 Consolidated  returns  of  affiliated  corpora- 
tions  3120 

Excise  Mim.  2151  6-11  Certain  articles  not  subject  to  tax  as  toilet 

articles  or  medicinal  preparations 4959 

Excise  Special  6-14  Extension  of  time  for  filing  returns  covering 

taxes  imposed  by  Sections  900,  902,  904, 

905  and  906 4964 

Profits  2865  6-14  Interest  on  Victory  Notes 1049 

Stamps  Reg.  55  16-11  Regulations  relating  to  stamp  taxes  on 

T.  D.  2867 J documents  except  of  issue,  sales,  and 

transfers  of  certificates  of  stock  and  sales 
of  products  for  future  delivery.  (Fully 

indexed  at  page  769.) 3779 

Stamps  Decision  6-20  Preferred  stock  of  one  class  and  common 

stock,  issued  on  exercise  of  right  of  ex- 
change and  conversion  by  holders  of  pre- 
ferred stock  of  another  class,  held  not  to 

be  an  “original  issue” 3962 

Admiss.  Reg.  43  f 1 4—19  General  regulations  relating  to  the  admis- 

Part  1 / I;-  ’ sions  tax.  (Fully  indexed  at  page  1400K.).  6644 

Estate  H 2878  7-  2 Receipt  of  Liberty  Bonds  for  estate  or  in- 
heritance taxes 303 

Stamps  Special  7-  1 Stock  transfers:  name  of  decedent  to  execu- 

tor or  administrator;  and  from  such  to 

another 3974 

Utilities  Reg.  57  7-  5 General  regulations  relating  to  telegraph, 

T.  D.  2890  telephone,  radio  and  cable  facilities 

(Fully  indexed  at  page  1172.) 5905 

OccupationsSpecial  7-5  Merchants  handling  goods  on  consignment.  7238 
Excise  j Special  6-30  Sale  of  accessories  or  parts  for  use  other  than 

in  connection  with  automobiles.  Pur- 
chase of  materials  for  use  in  further 

manufacture  of  parts  or  accessories 4967 

Cap.  Stock  Special  7-11  Returns  by  corporations  with  fiscal  years 

ending  June  30 3121 

Cap.  Stock  Special  7-12  Deduction  for  income  and  excess  profits 

taxes 3126 

1 Excise  Special  7-15  “Road  locomotives”  as  tractors 4969 

Excise  ;■  Special  7-16  No  refund  of  tax  on  taxable  sales  of  parts 

and  accessories  to  a jobber 4970 

Utilities  T.  D.  2889  7-16  Transportation  Tax.  Supersedes  Articles 

13  and  15  of  Regulations  49 5976 

Stamps  T.  D.  2891  7-17  Foreign  insurance  policies 3975 

Excise  T.  D.  2893  7-17  Synopsis  of  decisions 4971 

Occupations  T.  D.  2893  7-17  Penalties.  Busses 7239 
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f Law 

Designation  Date 
1919 

Cap.  Stock  Special 

7-25 

Excise 

T.  D.  2897 

7-22 

Estate 

T.  D.  2898 

7-24 

Stamps 

T.  D.  2900 

7-25 

Profits 

T.  D.  2901 

7-29 

Estate 

T.  D.  2904 

7-31 

Estate 

Circ.  151  ) 
T.  D. 2905  j 

► 7-31 

Excise 

T.  D.  2009 

8-11 

E tate 

Reg.  37 
T.  D.  2910. 

j,  8-8 

Utilities 

Special 

8-22 

Profits 

Special 

8-13 

Stamps 

T.  D.  2913 

8-29 

Excise 

T.  D.  2915 

9-  3 

Utilities 

T.  D.  2917 

9-  8 

Excise 

Special 

9-  5 

Excise 

Special 

9-10 

Insurance  Reg.  58 

9-6 

Stamps 

T.  D.  2919 

9-12 

Profits 

Special 

9-26 

Utilities 

2928 

10-1 

Excise 

Special 

9-11 

Stamps 

Reg.  40 

10-6 

Occupations  Reg.  40 

10-6 

Excise 

2930 

10-7 

Profits 

2931 

10-7 

Subject 

Manner  of  establishing  proof  that  cor- 
poration is  not  doing  business . — 

Sales  to  States  or  political  subdivisions 

thereof 

Receipt  of  Liberty  Bonds  for  estate  or  in- 
heritance taxes 

Indemnity  bonds  given  to  secure  the 
United  States  against  lost  checks  issued 

on  War  Risk  Insurance 

Modification  of  T.  D.  2662. — Excess  Profits 

Tax,  1917  Revenue  Act 

Receipt  of  3%  per  cent.  Victory  Notes  for 

Estate  or  Inheritance  Taxes 

Receipt  of  4%  per  cent.  Victory  Notes  for 

Estate  or  Inheritance  Taxes 

Sales  by  agents — Art.  V,  Regulations  44 

amended 

Regulations  relating  to  the  Estate  Tax, 
Revised  1919,  [Fully  indexed  at  page 

125.]. ; 

Taxes  collected  by  carriers  on  basis  of 
legally  published  rates  subsequently 
ordered  reduced  by  Interstate  Commerce 

Commission 

Allowances  for  amortization  under  the 
Munitions  Manufacturers’  Tax  Law 
will  not  affect  computation  of  Invested 

Capital  for  taxable  year  1918 

Bonds,  indemnity  and  surety,  and  powers 

of  attorney 

Automobile  accessories — Art.  14,  Reg.  47 

modified 

In-transit  privileges;  export  shipments: 
modification  and  explanation  of  T.  D. 

2889 

Certain  articles  as  taxable  or  nontaxable 

automobile  parts  or  accessories 

Revised  certificates  provided  by  T.  D.  2915 
need  not  be  procured  covering  past  trans- 
actions  

General  regulations  on  the  issuance  of  in- 
surance policies 

Tax  on  certificates  of  indebtedness 

Organization  of  Committee  of  Review  and 
Appeals  to  take  over  work  of  Advisory 

Tax  Board 

Exemption  of  exports — Use  of  certificates 

under  T.  D.  2889  and  T.  D.  2917 

New  certificates  provided  by  T.  D.  2915 
must  be  used  on  sales  on  or  after  Sept- 

tember  1,  1919 

Regulations  relating  to  the  Stamp  Tax  on 
issues,  sales,  and  transfers  of  stock  and 
sales  of  products  for  future  delivery .... 
Brokers — Special  Tax — Art.  36  of  Regula- 
tions 40  (Revised) 

Automobiles : Fire  engines 

Reserve  for  1918  income  and  excess  profits 
taxes  of  corporations  having  a fiscal 
year 
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Law 

Designation 

Date 

1919 

Excise 

Excise 

T.  D.  2936 
Special 

10-16 

9-26 

Profits 

Special 

9-22 

Insurance 

2938 

10-21 

Profits 

Special 

10-15 

Profits 

Special 

10-27 

Insurance 

2939 

Stamps 

2941 

10-30 

Excise 

2942 

10-30 

Excise 

2945 

11-8 

Cap.  Stock  Special 

10-30 

Cap.  Stock 

Special 

11-11 

Excise 

2948 

11-15 

Adi*iss. 

2949 

11-15 

Excise 

Profits 

Profits 

2950 

Bulletin  D 

Special 

11-18 

11-24 

11-29 

Utilities 

Special 

1 1-22 

‘''Lamps 

2954 

1 1-29 

Profits 

Special 

12-9 

Excise 

2958 

Subject 

Articles  taxpaid  under  other  laws 

Tax  liability  under  Section  907  when  two 
or  more  taxable  articles  are  sold  at  one 

time 

Installment  due-and-payable  dates  govern 
in  apportioning  reserves  for  taxes  for 

invested  capital  purposes 

Insurance  issued  abroad;  Amendment  to 

Art.  6,  Reg.  58 

Claim  for  abatement  should  be  filed  if 
amount  of  tax  in  special  cases  is  not 
determined  prior  to  due  date  of  fourth 

installment 1058, 

Correction  of  Art.  845(a):  Reserve  for 

1918  income  and  excess  profits  taxes  of 

corporation  having  a fiscal  year 

(T.  D.  designation  of  Reg.  58,  page  1189.) 

Coupons  and  interest  notes 

Method  of  collecting  tax:  toilet  and 

medicinal  articles 

Article  14,  Regulations  48,  amended. — 
Porcelain  articles  duplicated  by  manu  - 
facturer in  commercial  quantity  by  or- 
dinary mechanical  processes  of  manu- 
facture are  not  subject  to  tax  as  “art 

porcelains” 

Borrowed  capital  to  be  included  by  for- 
eign corporation  in  determination  of 
amount  of  capital  employed  in  the 

United  States 

Returns  of  affiliated  corporations  based 

upon  a consolidated  report 

Supplementing  Art.  7 of  Reg.  47,  relating 
to  Sec.  900  of  the  Revenue  Act  of  1918. 

— “Who  is  a manufacturer.” 

Art.  10  of  Part  I of  Reg.  43,  amended. — 
Skating  rinks;  skating  privileges;  rent- 
al of  skates 

Lamp  and  lamp  shades 

Official  copy  of  the  “Median” ....  1060, 
Claim  for  abatement  need  not  be  filed  if 
amount  of  tax  in  special  cases  is  not 
determined  prior  to  due  date  of  fourth 
installment  unless  claim  for  assessment 
under  Sec.  328  was  filed  subsequent  to 
assessment  without  reference  to  such 

section 

Transportation  tax. — Exemption  of  ex- 
ports: procedure  in  connection  with 
certain  shipments  moving  prior  to 

October  10,  1919 

Drafts,  checks  and  promissory  notes .... 
Original  issue  stock  sold  at  par  on  com- 
mission in  relation  to  invested  capital . . 
Seidlitz  powders 
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CONSULT  THE  SEVERAL  PINK  SHEETS. 


INDEX 

TO  THE 

WAR  TAX  SERVICE  LAWS  AND  REGULATIONS 

(Consult  the  several  pink  sheets.) 

The  references  are  to  paragraph  numbers. 


Abatement;  claim  for,  in  general.  .8029,  8049 

Claim  in  case  pre-war  income  is  unsatisfactorily  determinable.  .630 
Estate  tax. .31,  106 
Excess  profits  tax.  .585 
Accessories  of  automobiles;  taxability.  .4501 
Accident  insurance;  taxability.  .5521 
Accommodations  included  in  admission.  .6538 
Accounting: 

Defective;  bearing  on  invested  capital.  .674 

Adjustment  of,  in  connection  with  surplus.  .713 
Ultra-conservatism  in  past  years.  .676 
Accounts  payable  in  relation  to  invested  capital.  .664 
Accounts  receivable  held  to  be  tangible  property.  .550,  668 
Accrued  income  prior  to  death.  .8,  92 
Reduced  to  cash  prior  to  death.  .48 

Accumulation  of  earnings  not  to  remove  corporation  from  nominal  capital  class.  .814 
Acts  and  parts  of  acts  repealed.  .8123 
Short  titles  of.  .8132 

Additions  on  balance  sheet  in  computing  invested  capital.  .680 
Adjustments  necessary  on  annual  balance  sheet.  .681 
Administration  expenses.  .16,  100,  245 
Taxes  not  included.  .275 
Administrators  same  as  executors.  .2 
“Admissible  assets”  defined.  .553,  693 

Percentage  deducted  from  invested  capital.  .562,  665,  776 
Admissions;  taxability  of.  .6501,  6513 

Accommodations  included  in  term.  .6538 
By  whom  payable.  .6501,  6520 
Defined.  .6508 

Exemption  claim  from  tax.  .6535 
Nature  of  tax.  .6518 

Registration  of  persons  required  to  collect  tax.  .6548 
Returns  and  payment  of  tax.  .6511,  6547 
Specific  exemption  from.  .6507,  6513 
Advance  payment  of  estate  tax.  .31,  62,  67,  106,  127,  262 
Advancements  against  claims  of  legatees.  . 142,  150 
Advisory  Tax  Board;  creation  of.  .591 
Affiliated  corporations: 

Defined.  .589 

Returns  by.  .587,  740,  819,  828 

Specific  exemption  in  connection  with  excess  profits  tax.  .540,  542 
Affixing  of  stamps: 

Commissioner  to  prescribe  regulations.  .3515 
Memorandum  of  agreement  to  sell  produce.  .3530 
Original  issue  of  stock.  .3523 
Transfers  of  stock: 

Effected  by  delivery  of  certificate  assigned  in  blank.  .3527,  3629 
Effected  by  transfer  of  certificate.  .3527,  3630 
Evidence  of,  shown  only  by  books.  .3527,  3589,  3631 

Agents: 

In  charge  of  property  of  non-resident  decedents.  .111,  123,  177 
Invested  or  nominal  capital  of.  .730 

Liability  for  penalty  in  connection  with  transfer  of  stock.  .3528 

Sales  by  with  reference  to  excise  tax.  .4674 

Sales  of  admission  tickets  through.  .6503,  6511,  6517,  6550 
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Agreements  to  sell: 

Held  to  be  sales.  .3613,  3655 
Produce,  taxability.  .3529 
Stock,  taxability.  .3524 
Agricultural  fairs: 

Admissions  to,  taxability.  .6507,  6534 
Defined.  .6536 

Occupation  tax,  liability  to.  .7141 
Airdromes,  taxability  of.  .6532,  7105 

Alaska  defined  as  part  of  United  States.  .80,  600,  3041,  5529,  8142 
Alien  Property  Custodian: 

Conveyance  of  property  to  and  by,  not  taxable.  .3608 
Transfer  of  stock  to  and  by,  not  taxable.  .3608 
Aliens  vs.  non-residents  in  connection  with  estate  tax.  .82 
Amortization  in  relation  to  invested  capital.  .679 
Amusement  parks;  admissions  to.  .6532,  6565 
Amusements  and  entertainments;  admissions  to.  .6518 
Exempt  from  tax.  .6507,  6532,  6534 
Ancillary  letters;  foreign  fiduciaries.  . 124,  174,  184 
Bank  accounts.  .203 
Anodynes,  taxability.  .4557,  4607 

Annual  list  return  in  connection  with  special  taxes.  .8079 
Penalty  for  failure  to  make.  .8085 
Annuity  contracts,  taxability  of.  .5727 
Appraisal  of  household  and  personal  effects.  .230 
Appraisal  of  stocks  and  bonds.  .50,  146 
Appreciation  in  value  of  assets: 

During  settlement  of  estate.  .92,  143 
Relation  to  invested  capital.  .557,  657,  788 
Army;  members  of  not  subject  to  estate  tax.  .6,  43 
Army  Nurse  Corps,  Female  included  in  military  forces.  .8149 
Army  officers;  exemption  certificate  in  connection  with  utilities  tax.  .5555 
Aromatic  cachous,  taxability.  .4556,  4602 
Arona,  taxability.  .4613 
Art;  works  of,  taxability.  .4525 
Articles  of  incorporation,  taxability.  .3740 
Artificial  waters,  taxability.  .4557,  4616 
Assessment  and  collection  of  taxes: 

Admissions  and  dues.  .6511,  6547,  6552 
Capital  stock.  .3041,  3053 
Estate.  .28,  29,  39,  129,  139 
Excess  profits.  .565,  585,  588,  743 
Excise.  .4527,  4552,  4559,  4622,  4625 
Insurance.  .5523 

Notice  of  assessment  by  collector.  .8104 
Occupation.  .8007 
Suits  to  restrain.  .8061 
Transportation  facilities.  .5513,  5533,  5598 
When  method  not  prescribed.  .8007 
Assets;  admissible  and  inadmissible  defined.  .552,  665,  693,  776 
Athletic  clubs;  tax  on  dues.  .6510,  6542 

Athletic  contests;  schools  and  colleges,  taxability  of  admissions.  .6534 
Athletic  goods,  taxability.  .4505,  4597 

Attendance  of  persons  making  returns  may  be  required.  .8004 
Auction  place  for  sale  of  produce  held  to  be  an  exchange.  .3657 
Automatic  sprinkler  insurance,  taxability.  .5521 
Automobile  insurance,  taxability.  .5521 

Automobiles,  taxability  of,  and  accessories.  .4501,  4580,  4583,  4586 
For  hire,  taxability  of.  .7012 
Avenarious  carbolineum,  taxability.  .4614 
Averaging  invested  capital.  .563 
By  months.  .658,  694,  797 
Baggage,  taxability.  .5668 


War  Tax  Index  Page  2. 


8-4-19. 


CONSULT  THE  SEVERAL  PINK  SHEETS. 


INDEX  TO  THE  WAR  TAX  SERVICE  LAWS  AND  REGULATIONS. 

The  references  are  to  paragraph  numbers. 


Balance  sheet: 

Adjustment  necessary.  .681 

Invested  capital  determined  on  basis  of,  as  corrected.  .693 
Required  annually.  .695 
Balls  of  all  kinds,  taxability.  .4505,  4597 
Bamboo  fishing  rods,  taxability.  .4599 
Bank  accounts: 

Interest  accrued  on,  to  time  of  death.  .92 
Joint  ownership.  . 11,  51,  109,  156,  201 
Non-resident  decedents.  . 114,  177 
Bankruptcy;  bonds  given  by  trustees,  taxability.  .3576 
Banks: 

Certificates  of  deposit,  taxability.  .3549,  3556 
Liability  to  broker’s  tax.  .7081 
Barbers;  personal  service  corporation  or  not.  .804 
Baseball  accessories,  taxability.  .4505,  4597 
Baseball  games;  refund  of  tax  on  redemption  of  raincheck.  .6549 
Basketball  accessories,  taxability.  .4505 
Bathrobes,  taxability.  .4537 
Beef  peptone,  taxability.  .4614 
Belt  buckles,  taxability.  .4593 
Bench  shows,  taxability  of  admissions.  .6536 
Beneficiaries  when  there  is  no  executor.  .2,  139 
Fiduciaries,  duties  of.  .120 

Non-resident  decedent.  .111 
Guardians,  duties  of.  . 120 

Notice  to  collectors  on  taking  possession  of  property.  .27,  109,  116 
Form  705  to  be  used  (see  page  33).  . 109,  162 

Non-resident  decedent;  notice  required  if  any  part  of  property  is  located  in 
U.  S..  .27,  111 
Returns  by.  .27,  120,  139 
Berths,  taxability.  .5504,  5643 
Beverages,  taxability.  .4557,  4619 
Billiard  rooms,  taxability.  .7009,  7158 
Billiard  tables  and  balls,  taxability.  .4505,  4597 
Bills  payable  in  connection  with  invested  capital.  .664 
Bills  receivable  are  tangible  property.  .550,  668 
Binoculars,  taxability.  .4551 
Bitters,  taxability.  .4557,  4607 
Board  of  trade,  taxability  of  members.  .7002 
See  “Exchanges” 

Boating  clubs,  tax  on  dues.  .6542 
Boats,  taxability.  .4520,  7028,  7202 
Bonded  indebtedness;  bearing  on  invested  capital.  .734 
Bonds — See  “Stocks  and  bonds” 

Bonds: 

Determination  of  value.  .50,  146 
Interest  accrued.  .92,  144 
Non-resident  decedents.  .99,  118,  180,  208,  210 
United  States  and  other  tax-free  obligations.  .91,  207 
Receivable  in  payment  of  estate  tax.  .256,  257 
Relation  to  invested  capital.  .855 

Status  of  interest  on,  for  excess  profits  tax  purposes.  .839 
United  States,  State,  Municipal,  etc.,  exempt  from  stamp  taxes.  .3501 
Bonds;  indemnity  and  surety,  taxability.  .3521 

Given  by  officials  of  states  and  subdivisions  thereof.  .3563 
Premiums  for  renewal.  .3521,  3566 
Bonds  of  indebtedness,  taxability.  .3520 
Classification.  .3551 

Delivered  to  United  States  Housing  Corporation  as  security.  .3565 
Gold  coupon  notes  taxable  as  such.  .3558 
Renewals  taxable  as  new  issue.  .3520 

Subsequent  to  December  1,  1917.  .3548 
Trust  indenture,  held  to  be.  .3555 
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Bonds;  relation  to  invested  capital.  .662,  693,  734 
Intangible  property  paid  for  in  bonds.  .668 
Surplus  invested  in  tax-free  bonds.  .662,  709 

Tangible  and  intangible  property;  bonds  issued  for  mixed  aggregate.  .703 
Tangible  property;  bonds  held  to  be.  .550,  668 
Bonnets,  taxability.  .4539 
Book  form;  tickets  in,  taxability.  .5628 
Books: 

Defective,  bearing  on  invested  capital.  .674 

Adjustment  in  connection  with  surplus.  .713,  775 
Examination  of.  .38,  135,  3646,  3683,  8004 
Boots,  taxability.  .4517,  4542 
Borax;  20-mule  team,  taxability.  .4614 
Boric  acid,  taxability.  .4610 
Borrowed  capital: 

Defined.  .551,  664 

Excluded  from  invested  capital.  .561,  663,  772,  796 
Bowie  knives,  taxability.  .4511 
Bowling  alleys,  taxability.  .7009,  7154 
Box-ball  alleys,  taxability.  .4599 
Boxing  clubs,  taxability  of  dues.  .6542 
Box  seats  at  opera,  etc.,  taxability.  .6505,  6530 
Brass  knuckles,  taxability.  .4512 
Brewers,  tax  on.  .7013 
Brokers: 

Custom-house  brokers,  taxability.  .7005,  7088 

Holding  securities  of  non-resident  decedents  as  collateral.  . 114,  123,  177 
Merchandise  and  produce.  .3660 

Records  of  purchases  and  sales  to  be  kept.  .3672 
Form.. page  732 
Registration.  .3660 

Certificate  issued  by  collector  to  be  posted  in  office.  .3662 
Form  741  to  be  filed.  .3652 
Returns.  .3678 
Forms.  .3679 

In  case  of  failure,  revenue  officer  may  make.  .3682 
Nominal  capital.  .730 
Pawnbrokers,  taxability.  .7003,  7085 
Ship  brokers,  taxability.  .7004 
Stock  brokers: 

Attach  certificate  disclaiming  interest  in  stock  transferred.  .3624 
Delivery  of  stock  to,  not  taxable.  .3526 

Liability  for  penalty  in  connection  with  transfers  of  stock.  .3528 
Memorandum  of  sales.  .3628 
Monthly  returns  of  sales  to  be  made.  .3637,  3643 
Form.  .3637 

Internal  revenue  officer  may  make.  .3645 
Occupation  tax,  liability  to.  .7002 
Records  of  sales  or  transfers  of  stock  to  be  kept.  .3634 
Form,  .pages  721,  722 
Registration.  .3619 
Annual.  .3619 

Certificate  issued  by  collector  to  be  posted  in  office.  .3621 
Form.  .3652 

Statement  of  daily  transactions  to  be  filed  with  clearing  house.  .3641 
Taxability.  .7002,  7079 

Ticket  brokers;  tax  on  admissions.  .6503,  6511,  6517,  6550 
Bronzes,  taxability  of.  .4525 
Bucket  shops,  taxability.  .7055 

Buildings  charged  to  expense  may  be  included  in  invested  capital.  .774 
Burglary  insurance,  taxability.  .5521 
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Business: 

Defined.  .603 

Invested  capital;  business  deemed  not  to  have  nominal  capital.  .731 
Nominal  capital;  personal  service  corporations.  .727 
What  constitutes  “doing  business”.  .3013 
Business  organizations,  taxability  of  dues.  .6542 
Cabarets,  tax  on  admissions.  .6506,  6526,  6549 
Cable  messages,  taxability.  .5506 
Cameras,  taxability.  .4507,  4621 
Canal  zone  in  relation  to  taxes.  .3712,  4635 
Cancellation  of  stamps;  method  of.  .3514,  3633,  3671 
Candy,  taxability.  .4508 
Canoe  clubs,  taxability  of  dues.  .6543 
Canoes,  taxability.  .4520 

Paddles  and  cushions.  .4505 
Capital: 

Considerable  amount  does  not  preclude  nominal  capital.  .729 
Constructive  capital  for  application  of  rates.  .616 
Impairment  or  liquidation  of.  .657 
Small  or  nominal;  relation  to  invested  capital.  .731 
Vs.  invested  capital.  .729,  731,  804 
Capital  invested — (See  “Invested  Capital”) 

Capital  stock: 

Fair  average  value,  basis  for  tax  on  domestic  corporations.  .3001,  3016 
Commissioner  to  estimate  in  case  of  undervaluation.  .3029 
Reserve  funds  of  insurance  companies  excluded.  .3003,  3017 
Specific  deduction  allowed.  .3001,  3018 
Surplus  and  undivided  profits  included.  .3001,  3016 
Invested  capital;  value  of  capital  stock  not  amount  of.  .769 
Tax  on  original  issue  of.  .3522,  3577,  3580 
Tax  on  transfers  of.  .3524,  3578,  3581,  3590 
Capital  stock  tax.  .3000,  3011,  3043 

Assessment  and  collection.  .3041,  3053 
Credit  for  tax  for  1918-1919  already  paid.  .3007 
Munition  manufacturer’s  tax.  .3019,  3026 
“Doing  business”  determines  tax  liability.  .3001,  3002,  3013,  3014 
Domestic  corporations.  .3001,  3010 
Exempt  corporations.  .3004,  3022,  3050 
Fair  valu.e  of  capital  stock.  .3001,  3016,  3029 
Foreign  corporations.  .3002,  3023,  3031,  3051 
Insurance  companies.  .3003,  3012,  3046 
Mutual.  .3005,  3012,  3046 
Liability  to.  .3011 
Not  doing  business.  .3015,  3020 
Payable.  .3010,  3040,  3043,  3051 
Penalty  for  failure  to  pay.  .3008,  3027,  3039 
Returns: 

Domestic  corporations.  .3028,  3038,  3041,  3044 
Extension  of  time  for  filing.  .3048 
Foreign  corporations.  .3030,  3038,  3041,  3051 
To  be  public  records.  .3006 
Caps,  taxability.  .4541 
Carbonated  waters,  taxability.  .4557,  4619 
Card  cases,  taxability.  .4593 
Carpets,  taxability.  .4529 
Carriers: 

Collection  of  transportation  tax.  .5513,  5535,  5598 
Definition  of  term.  .5527 
Overcharges,  adjustment  of.  .5538 

Property  of  non-resident  decedent;  carriers  required  to  file  return..  114,  178 
Records  to  be  kept  by.  .5536,  5539,  5563 
Return  and  remittance  of  tax.  .5516,  5541,  5598 
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Cartridges,  taxability  of.  . 45 10 

Cash  fares  paid  on  train;  collection  of  tax.  .5510,  5660 
Cash  paid  in.  .556,  657 
Casualty  insurance: 

Policies  written  by  non-residents  subject  to  stamp  tax.  .3544 
Taxability.  .5521,  5712 

Certificates  of  deposit  issued  by  banks,  taxability.  .3549,  3550,  3556 
Certificates  of  incorporation,  taxability.  .3740 
Certificates  of  indebtedness,  taxability  of.  .3520 
Defined.  .3556 

Certificate  to  be  attached  to  stock  by  brokers.  .3624 
Chambers  of  commerce,  taxability  of  dues.  .6543,  6572 
Charges  and  claims  against  estate.  .8,  16,  101 

Property  used  in  payment  divested  of  lien.  .36,  133,  242 
When  state  taxes  may  be  included.  .275 
Charges  taxable  in  connection  with  transportation  tax.  .5530,  5592,  5599 
Charitable  institution: 

Admissions  to  entertainments  for  benefit  of,  taxability.  .6507,  6534 
Affidavit  claiming  exemption.  .6535 
Occupation  tax,  liability  to.  .7006 
Charms,  taxability.  .4593 
Charter  hire  not  taxable.  .5596 
Chartered  cars,  taxability.  .5672 
Chassis,  taxability.  .4583 
Chautauquas,  taxability.  .6567,  7141 
Checker  boards,  taxability.  .4505,  4597 
Checks: 

Payable  other  than  at  sight  or  demand  taxable.  .3534 

Tax  attaches  on  delivery  or  acceptance  in  U.  S..  .3699 
Uncertified  acceptable  in  payment  of  taxes.  .8017 
Chess  boards,  taxability.. 4505,  *4597 
Chewing  gum,  taxability.  .4506,  4620 
Chicken  feeds,  taxability.  .4614 
Children,  taxability  of  admissions.  .6502,  6516,  6521 
Cigarettes: 

Cases,  taxability.  .4593 
Holder  , taxability.  .4515 
Manufacturers,  taxability.  .7016,  7174 
Cigars: 

Cases,  taxability.  .4593 
Cutters,  taxability.  .4593 
Holders,  taxability.  .4515 
Manufacturers,  taxability.  .7016,  7174 
Circus: 

Filing  schedule  of  itinerary.  .6548 
Registration  of  proprietor.  .6548 
Taxability.  .7007,  7121,  7154 
Trains,  taxability.  .5626 
Claims  for  abatement  and  refund  of  taxes: 

In  general.  .8029,  8049 
Limitation  on.  .8073 

Pre-war  income  unsatisfactorily  determinable.  .630 
Transportation  taxes,  procedure.  .5564 
Clearing  house: 

Defined. .3617,  3658 

Deliveries  of  sales  contracts  to,  taxability.  .3526,  3665 
For  sale  of  merchandise  and  produce.  .3658 
File  charter,  by-laws,  etc..  .3660 
Monthly  returns  by.  .3680 
Form.  .3681 

Records  of  sales  to  be  kept.  .3676 
Registration.  .3660 
Form.  .3652 
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Clearing  house: — concluded. 

For  sale  of  stock: 

File  charter,  by-laws,  etc.  .3619 
Monthly  returns  by.  .3639 
Registration.  .3619 
Form.  .3652 

Clocks,  taxability.  .4551,  4596  * 

Clubs,  taxability  of  dues.  .6510,  6542,  6543 

Coast  guard  included  in  military  forces  of  U.  S..  .8149 

Coats,  taxability.  .4537 

C.  O.  D.  shipment;  collection  charges,  taxability.  .5597 
Collateral  security;  stock  deposited  as  not  taxable.  .3525 
Collection  of  estate  tax  by  court  proceedings.  . 129 
Collection  of  tax  (See  “Assessment  and  Collection”): 

“Collector”  defined.  .3,  80,  8145 
Collector  of  internal  revenue: 

Authority  to  close  business  at  such  hour  as  will  permit  deposits  of  collec- 
tions. .8118 

Authority  to  grant  extension — estate  tax.  .119,  251 
Canvass  district  for  subjects  of  taxation.  .8078 
Deputy  collectors  to  give  personal  receipts  for  taxes.  .8119 
Duty  to  report  violations  to  district  attorney.  .8076 
Jurisdiction,  which  collector.  .3,  45,  46,  111,  204 
Notice  of  assessment  by.  .8104 

Record  of  registration  of  produce  brokers  and  exchanges.  .3662 
Record  of  registration  of  stock  brokers.  .3621 
Returns  to  be  made  by  collector.  .29,  3047,  3054,  8035 
College  entertainments,  taxability  of  admissions.  .6534 
Affidavit  claiming  exemption.  .6535 
Combination  fares,  taxability.  .5647 
Commercial  clubs,  taxability  of  dues. .6570,  6572 
Commission  merchants;  invested  capital.  .730 
“Commissioner”  defined.  .8144 
Commissioner  of  internal  revenue: 

Assessment  of  estate  tax.  .28,  29,  39,  40 
Authority  to  make  regulations.  .3515,  8012 
Examination  of  records.  .38,  135,  3646,  3683,  8004 
Keeps  records  of  cases  where  tax  is  determined  in  special  manner.  .574 
Keeps  records  of  valuation  of  tangible  property  in  excess  of  par  value  of  stock 
issued  therefor.  .557 

May  require  statement  with  respect  to  tax  matters.  .8003 
Community  property  (See  “Joint  Interests”): 

Commutation  tickets,  taxability.  .5644 
Compasses,  taxability.  .4593 

Compromises  in  connection  with  tax  payments.  .8074 
Concert  halls,  taxability.  .7006 

Consolidated  returns  by  affiliated  corporations.  .587,  742,  819 
For  different  fiscal  years.  .828 
Consolidation  since  January  1,  1911.  .575 
Consolidation  since  January  2,  1913.  .622,  670,  689 
Consolidation  since  March  3,  1917.  .579,  671,  689 
Constructive  capital  for  application  of  rates.  .616 
Contracts: 

Affecting  liability  to  excise  taxes.  .4554,  4560,  4623 
Cost-plus  government  in  relation  to  utilities  tax.  .5559 
For  services  not  subject  to  stamp  tax.  .3740 
Government  contracts.  .503,  517,  569 
Lump  sum  government  in  relation  to  utilities  tax.  .5578 
Of  sale  of  produce  for  future  delivery  defined.  .3655 
To  convey  real  estate  not  taxable.  .3716 
To  issue  stock  not  taxable.  .3585 
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Conveyances,  taxability.  .3536,  3713 
Alien  property  Custodian,  conveyances  to  and  by.  .3608 
Standing  timber,  taxability  of  conveyance.  .3714 
Copyrights  are  intangible  property.  .549,  699 
Cordials,  taxability.  .4557,  4607 
Corn  removers,  taxability.  .4613 
“Corporation”  defined.  .598,  8139 
Corporations: 

Affiliated  corporations  defined.  .589 

Consolidated  returns  by.  .587,  740,  742,  819,  828 
Balance  sheet: 

Adjustments  necessary.  .681 
Invested  capital  determined  on  basis  of.  .693 
Required  annually.  .695 
Bonds,  taxability.  .3520 
Capital  stock  tax: 

Domestic  corporations.  .3001,  3013,  3020 
Foreign  corporations.  .3002,  3023 
Consolidations  and  reorganizations: 

Since  January  1,  1911.  .575 
Since  January  2,  1913.  .622,  670,  689 
Since  March  3,  1917.  .579,  671,  689 
Credits  (See  “Credits  under  excess  profits  tax”): 

Dissolved  corporation,  tax  liability.  .757 
“Doing  business”.  .3001,  3013 

Not  doing  business.  .3015,  3020 
“Domestic”  defined.  .599,  8140 

Domestic,  doing  entire  business  in  Porto  Rico  or  Philippines,  liability  to  tax.  .836 
Excess  profits  tax  applies  only  to  corporations,  when.  .510 
Exempt  corporations.  .525,  3005,  3021,  3050 
Fiscal  year: 

Invested  capital  not  satisfactorily  determinable.  .618,  634 
Less  than  12  months.  .532,  563 
Partially  in  1917.  .580 
Partially  in  1918  and  1919.  .582 
Foreign  (see  “Foreign  Corporations”) 
bidding  companies.  .740,  742 

Income  taxable  in  connection  with  excess  profits  tax.  .510,  612 
Exemption  allowed.  .526 
Gold  mining  companies’  exemption.  .527 
Invested  capital.  .555,  657,  680 
Limited  partnerships  held  to  be.  .598,  745 
Net  income;  how  determined.  .543,  546 
Pre-war  period.  .544,  545,  641 
Nominal  capital  (see  “Nominal  Capital”) 

Organization  prior  to  July  1,  1919  to  take  over  existing  business.  .577 
Parent  corporations;  returns  by.  .740,  742 
Personal  service  corporations.  .502,  804 

Liability  to  tax  for  part  of  fiscal  year  falling  in  1917.  .583 
Partial  personal  service  corporations.  .564 
Pre-war  period.  .529,  602,  641 

Income  not  satisfactorily  determinable.  .624,  759 
No  income  during.  .533,  626 
Not  in  existence  during.  .536 

Representative  corporations  used  as  basis  in  fixing  tax  in  special  cases.  .571 
Returns  by  (see  “Returns”) 

Special  cases  subject  to  special  excess  profits  tax.  .565 

Based  on  average  tax  of  corporations  engaged  in  similar  business.  .570 
Specific  exemption  from  excess  profits  tax.  .526 

Affiliated  corporations  entitled  to  only  once.  .588 
Foreign  corporations  not  entitled  to.  .540,  542 
Stock  control  in  relation  to  affiliated  corporations.  .589 
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Corporations : — concluded. 

Stock,  taxability: 

Original  issue.  .3522,  3577,  3581,  3595 
Transfers.  .3524,  3578,  3581,  3590,  3597,  3607 
Subsidiaries.  .587,  740,  742 
Corpses,  tax  on  transportation.  .5669 
Corrections  required  on  balance  sheet.  .68.1 
Cosmetics,  taxability.  .4555,  4602 
Coughdrops,  taxability.  .4613 
Coupon  gold  notes;  taxable  as  bonds.  .3558 

Counterfeiting;  penalty  for,  in  connection  with  stamp  taxes.  .3510 
Credentials  to  be  furnished  in  connection  with  exemption  from  transportation 
tax. .5557 

Credit  for  overpayment  of  taxes.  .8014 

Credit  sales  in  connection  with  stamp  taxes.  .4568 

Credit  to  domestic  corporation  for  tax  paid  by  controlled  foreign  corporations.  .599 
Credits  under  excess  profits  tax: 

Exceeding  20%  of  invested  capital.  .521,  615 
Excess  profits  credit.  .541 

Affiliated  corporations  entitled  to  only  one  specific  exemption.  .588 
Foreign  corporation  not  entitled  to  specific  exemption.  .542 
Invested  capital  being  unsatisfactorily  determined.  .632 
War  profits  credit.  .530 

Affiliated  corporations  entitled  to  only  one  specific  exemption.  .588 
Foreign  corporation  not  entitled  to  specific  exemption.  .540 
Pre-war  period.  .529 

Corporation  having  no  income.  .533,  627 
Corporation  not  in  existence.  .536 

Income  low  or  not  satisfactorily  determinable.  .627,  631 
Cribbage,  taxability.  .4597 
Criswell’s  jimson-weed  plaster,  taxability.  .4613 
Curtesy  rights.  .9,  90,  98 

Custodians  of  property  of  non-resident  decedents.  . 114,  123,  150,  177 
Customhouse  brokers.  .7005,  7088 
Customhouse  entries,  taxability.  .3537,  3567 

Customs  bonded  warehouse  withdrawal  entries,  taxability.  .3538,  3567 
Daggers,  taxability.  .4512 

Dancing  schools  and  pavilions,  taxability.  .6518,  6565 
“Dealer”  defined  in  connection  with  stamp  taxes.  .4564 
Debentures,  taxability.  .3520 
Defined.  .3556 

Deductions;  estate  tax.  . 15,  52,  101,  237 
Estate  tax  not  to  be  deducted.  . 105 
Exemption  in  case  of  resident  decedents.  .19,  104 
Not  applicable  to  non-resident  decedents. . 104 
Inheritance  taxes  not  deductible.  .228 
Life  interest  in  estate  vested  in  another.  .249 
Local  laws  in  connection  with.  . 103,  237 
Non-residents.  .20,  107 
Inheritance  taxes.  .229 

Real  estate  located  outside  United  States  belonging  to  resident.  .261 
Taxes;  when  deductible.  .275 
Deductions;  excess  profits  tax  (see  “Credits”) 

Deeds,  taxability.  .3536,  3713 
Unstamped;  validity  of.  .3717 

Cannot  be  recorded.  .3718,  3723 
Not  admissible  in  evidence.  .3718,  3722 
Validation  of.  .3721 
Deeds  of  trust.  . 10,  156,  166 
Liability  of  trustee.  .36,  166 
Non-resident  decedents.  . 170 
Definitions.  .500,  597,  8137 
Deliveries  of  legal  title  held  to  be  sales.  .3613 
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Demurrage  charges,  taxability.  .5595 
Dentifrices,  taxability.  .4556,  4602 

Dependents;  support  of  during  settlement  of  estate.  .16,  103,  237 
Depletion  in  relation  to  invested  capital.  .657 
Adjustment  of  balance  sheet.  .691,  712 
Depositaries  of  United  States  authorized  to  sell  stamps.  .3519 
Depreciation  in  relation  to  invested  capital.  .657,  679 
Adjustment  of  balance  sheet.  .691,  712 
Dice,  taxability.  .4505,  4597 
Dictagraphs,  taxability.  .4587 
Dictaphones,  taxability.  .4587 
Dirk  knives,  taxability.  .4512 

Discount  for  payment  of  estate  tax  before  due.  .128,  262 
Allowed  on  original  payment  only.  .79 
Instructions  with  table  of  discounts.  .67 
Not  allowed  under  new  law.  .76 
Distillers,  taxability.  .7013 

District  courts;  jurisdiction  to  compel  attendance  or  to  produce  records.  .8006 

“Dividend”  defined.  .505 

Dividends: 

Deductible  in  determining  income.  .545,  639,  644 
In  connection  with  gross  estate.  . 144 

Non-resident  decedents;  paying  agents.  . 123,  177,  185 
Included  in  invested  capital  until  paid.  .792,  800 
Personal  service  corporations.  .506 

Received  from  foreign  coiporation  which  is  subject  to  income  tax.  .639*  666 
Stock  dividends  in  relation  to  excess  profits  tax.  .507 
“Domestic”  defined.  .599,  8140 
“Domestic  corporation”  defined.  .599 

Domestic  corporation  conducting  entire  business  in  Porto'Rico  or  Philippines,  lia- 
bility to  tax.  .836 
Dower.  .9,  90,  98 
Drafts: 

Payable  other  than  at  sight,  taxability.  .3524 

Sight  drafts  qualified  by  accompanying  instructions.  .3698,  3707 

Tax  accrues  upon  acceptance.  .3699 

Time  drafts  drawn  against  exports,  taxability.  .3710 

Taxability  in  territories,  possessions,  etc.,  of  U.  S..  .3712 
Drops,  taxability.  .4557,  4607 
Dues,  taxability.  .6510,  6540,  6542,  6572 

Assessment  and  collection  of  tax.  .6511,  6552 
Exempt  organizations.  .6510,  6545 
Duplication  of  transportation  tax.  .5594 

Earnings,  accumulation  of  will  not  remove  corporation  from  nominal  capital  class  814 
Educational  institutions: 

Admissions  to  entertainments,  taxability.  .6507,  6534 
Affidavit  claiming  exemption.  .6535 
Taxability.  .7006 
Effective  date  of  of  act: 

Admissions  and  dues  tax.  .6500 
Capital  stock  tax.  .3000 
Excess  profits  tax.  .510,  8152 
Excise  taxes.  .4570,  8152 

Leasing  motion  picture  films.  .4554 
Semi-luxuries.  .4528 
General  effective  date.  .8152 
Insurance  tax.  .5518 
Occupation  tax.  .7001 
Stamp  tax . .3500 

Transportation  and  facilities  tax.  .5500 
Electric  fans,  taxability.  .4513 
Elevator  insurance,  taxability.  .5521 
Emblem  pins  and  buttons,  taxability.  .4593 
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Employers’  liability  insurance,  taxability.  .5521 
Entertainments;  taxability  of  admissions.  .6518 
Exemptions  from.  .6507,  6532,  6534 
Affidavit  claiming.  .6535 

Equipment  charged  to  expense;  adjustment  of  surplus.  .714 
Essences,  taxability.  .4556,  4557,  4602,  4607 
Estate  tax: 

Advance  payment  in  estimated  lump  sum.  . 127,  262 

Assessment  and  collection.  .28,  29,  39,  126,  127 

Discount  for  payment  before  due.  .76,  79,  128,  262 

Gross  estate.  .7,  89 

Net  estate.  . 15,  20,  100,  107,  117 

Not  a deduction  from  gross  estate.  . 105 

Not  an  inheritance  tax.  .34,  86 

Notification  to  executor  of  amount  of  excess  estate  tax.  .272 

Payment  in  United  States  bonds.  .256,  257 

Penalty  for  delay  in  payment.  .30,  31,  33,  35,  133,  242 

Rates.  .6,  41,  84,  85 

Receipts  for  taxes.  .32,  126 

Refund  of  excess  payments.  .31,  106,  268 

Returns.  .27,  44,  116,  117 

Suits  for  collection.  .33,  129 

Tentative  payments.  .31,  62,  67,  106 

When  due.  .30,  61,  126,  262,  265,  272 

Where  paid.  .45 

Residents  with  domicile  in  more  than  one  district.  .83 
Evidences  of  indebtedness  other  than  bonds  in  estates  of  non-resident  decedents.  . 180 
Examination  of  records.  .38,  135,  3646,  3683,  8004 
Excess  baggage,  taxability.  .5668 
Excess  profits  tax.  .500,  611 

Affiliated  corporations.  .587,  742 

Applicable  only  to  corporations  from  1918  on.  .510,  606 
Assessment  and  collection.  .565,  585,  588,  743 
Credits  (see  “Credits  under  excess  profits  tax”) 

Exempt  corporations.  .525,  3050 
Fiscal  year.  .580,  582 
Foreign  corporations.  .570,  616 

Individuals;  income  taxable  as  in  case  of  corporation  if  incorporated  prior  to 
July  1,  1919. .577 
Less  than  12  months.  .563 
Net  income;  how  determined.  .543,  546,  611 
Partnerships: 

Subject  to  for  part  of  fiscal  year  in  1917.  .583 
Taxable  as  corporation  if  incorporated  prior  to  July  1,  1919.  .577 
Personal  service  corporations.  .583 

Pre-war  period;  determination  of  income.  .533,  536,  544,  624,  626,  640,  753, 
759,  762 

Rates.  .510,  511,  514,  517,  523,  570 

Representative  corporations  used  as  basis  to  fix  tax  in  special  cases.  .571,  616 
Returns.  .585,  606,  752,  754 
Special  cases.  .570,  616 
Specific  exemption.  .526 

Foreign  corporations  not  entitled  to.  .540,  542 
Exchange  in  connection  with  sale  of  produce.  .3657 
File  charter,  by-laws,  etc..  .3660 
Records  of  transactions  to  be  kept.  .3676 
Registration.  .3660 
Form.  .3651 

Exchange  in  connection  with  sale  of  stocks.  .3615 
File  copy  of  charter,  rules,  etc..  .3619 
Registration.  .3619 
Form.  .3652 
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Exchange  order  for  transportation,  taxability.  .5664 
Excise  taxes.  .4500 

Assessment  and  collection.  .4527,  4552,  4559,  4563,  4622,  4625 
Basis  of.  .4572 

Contracts  affecting  liability  to.  .4554,  4560,  4623 
Not  applicable  to  articles  sold  for  export.  .4568 
Special  excise  tax  on  capital  stock.  .3000 
Assessment  and  collection.  .3041,  3053 
Excursion  boats  providing  dancing,  taxability.  .6519 
“Executor”  defined;  estate  tax.  .2,  80 
Executors  or  administrators: 

Duty  in  connection  with  transfers  made  in  contemplation  of  death. . 10,  96,  97 
Foreign  executor.  .123,  173 

Ancillary  letters.  . 124,  174,  184 
Notice  of  qualification.  .27,  109 
Notification  of  amount  of  excess  estate  tax.  .272 
Returns  by.  .27,  28,  44,  117 

Forwarded  to  Commissioner  in  case  of  non-resident.  .260 
Exempt  corporations.  .525,  3004,  3021,  3050 
Exempt  insurance  policies.  .5522 

Exemption,  governmental,  from  utilities  tax.  .5508,  5545 
Establishment  of  right  to.  .5547 
Exemption  of  estates  of  soldiers  and  sailors.  .6,  43 
Exemptions;  specific; 

Capital  stock  tax.  .3001,  3002,  3018,  3025 
Estate  tax.  . 19,  104 
Excess  profits  tax.  .526,  540,  542,  588 
Exhibitions,  taxability.  .7008,  7127 
Expenses  in  relation  to  invested  capital.  .657 

Adjustment  of  records  in  connection  with  surplus.  .713 
Unreasonable  in  securing  data  by  foreign  taxpayer.  .675 
Expenses  of  administration.  .8,  16,  101,  245 

Property  used  in  payment  of  divested  of  lien.  .35,  133,  242 
Taxes  not  to  be  included  in.  .275 
Export  sales  in  relation  to  excise  taxes.  .4568,  4630 
Exported  property  not  subject  to  transportation  tax.  .5501,  5564,  5601 
Express  companies  as  brokers.  .7061 
Express,  transportation  tax  on.  .5502,  5631 

Combined  freight  and  express  service.  .5630 
Governmental  exemption  from.  .5508,  5545 
Extension  of  time: 

Filing  capital  stock  return.  .3048,  3055 
Filing  estate  return.  .119,  251,  269 
Filing  excess  profits  return  (non-resident).  .831 
Payment  of  estate  tax.  .30 
Extra  fares,  taxability  of.  .5670 
Extracts,  taxability.  .4556,  4602 
Eyebrow  pencils,  taxability.  .4593 
Eyeglass  cases,  chains,  holders,  taxability.  .4593 
Eyeglass  frames,  taxability.  .4596 
Family  privilege  in  clubs;  taxability  of  dues.  .6575 
Fans,  taxability.  .4536 
Fiduciaries;  duties  of.  . 120,  167 

Non-resident  decedents.  .111,  170 
Field  glasses,  taxability.  .4551,  4596 
Films,  motion  picture  leasing,  taxability.  .4554,  4590 
Photographic,  taxability.  .4508 
Fire  engines,  self-propelled,  taxability.  .4583 
Fire  insurance,  taxability.  .5520 
Firearms,  taxability.  .4510 
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Fiscal  year.  .501 

Invested  capital  unsatisfactorily  determinable.  .618,  634 
Less  than  12  months.  .532,  563 
Partly  in  1917.  .580 
Partly  in  1918  and  1919.  .582 
Partnerships.  .583 
Personal  service  corporations.  .583 
Fishing  clubs,  taxability  of  dues.  .6543 
Fishing  rods  and  reels,  taxability.  .4505,  4597 
Fishing  tackle,  taxability.  .4600 

Fixtures  charged  to  expense;  adjustment  of  surplus  account.  .714 

Flinch  cards,  taxability.  .4599 

Food  preparations,  taxability.  .4610,  4614 

Football  accessories,  taxability.  .4505,  4597 

Forbearance  agreement  in  connection  with  mortgage  note.  .3697 

“Foreign”  defined.  .599,  8141 

Foreign  corporations: 

Capital  stock  tax.  .3002,  3023,  3031,  3051 
Casualty  insurance  policies,  taxability.  .3544 
Credits  in  connection  with  excess  profits  tax.  .530,  541 
Defined.  .599,  8141 
Excess  profits  tax.  .510,  526 

Income  within  United  States,  taxability.  .612,  638 
Invested  capital;  determination  of.  .567,  669,  675 

Ownership  of  majority  of  stock  by  domestic  corporation  in  relation  to  excess 
profits  tax.  .599 

Personal  service  corporations.  .502 
Return  and  liability  for  excess  profits  tax.  .567,  585,  607 
Special  excess  profits  tax  in  certain  cases.  .570,  616 
Specific  exemption  under  excess  profits  tax.  .540,  542,  570 
Stock  of,  issued  in  United  States,  taxability.  .3587 
Foreign  government  bonds,  taxability.  .3501 
Foreign  governments  not  exempt  from  transportation  taxes.  .5587 
Foreign  securities  in  estates  of  non-resident  decedents.  . 180 
Forgery;  penalty  in  connection  with  stamp  taxes.  .3510 
Forms: 

704.  Notice  of  qualification  by  executors,  .page  35 
Rule  regarding  use.  . 109,  194 

705.  Notice  of  taking  possession  of  property  by  beneficiaries  or  persons  immedi- 

ately in  charge  of  decedent’s  property,  .page  33 
Rule  governing  use.  . 109,  162 

706.  Return  for  estate  tax.  .page  13 
Instructions  for  executing.  .44 

707.  Return  of  capital  stock,  domestic  corporations.  .3028 

708.  Return  of  capital  stock,  foreign  corporations.  .3030 

714.  Notice' in  connection  with  non-resident  decedent’s  estate  by  transfer  agents, 
registrars,  etc.,  .page  43 
Instructions  as  to  use.  . 185,  194,  199,  279 
725.  Receipt  for  tax  on  pleasure  boats.  .7221 

731.  Exemption  certificate — war  tax  on  transportation  of  persons.  .5553 
741.  Registration  statement  to  be  filed  by  dealers  in  securities,  merchandise,  etc., 
for  future  delivery,  or  exchange,  board  of  trade  or  clearing  house.  .3652 
743TOrder  form  for  stamps  for  sales  and  transfers  of  stock.  .3653 
750.  Exemption  certificate — war  tax  on  transportation  of  property.  .5548 

752.  Application  for  registry  to  be  filed  by  persons  required  to  collect  taxes  on 

admissions.  .6559 

753.  Certificate  of  registry  to  be  issued  to  persons  required  to  collect  taxes  on 

admissions.  .6560 

754.  Notification  to  collector  by  lessor  where  lessee  is  responsible  for  collection 

of  tax. .6561 

755.  'Affidavit  claiming  exemption  from  collection  of  admission  taxes.  .6562 
Formulae"are  intangible  property.  .549,  791 
Fountain*pens£taxability.  .4596 
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Fountain  shaving  brushes,  taxability.  .4605 

Fractional  part  of  cent.  .5532,  7626,  8016 

Fractional  part  of  year;  computation  of  excess  profits  tax.  .563 

Franchises  arc  intangible  property.  .549 

Fraternal  beneficiary  societies,  taxability  of.  .3050,  6510,  6545 

Fraternal  society,  taxability  of  insurance.  .4593 

Free  admissions,  taxability.  .6502,  6523 

Freight  transportation,  taxability.  .5501,  5589  ^ 

Basis  of  computation  where  no  charge  is  made.  .5511,  5612,  5616 
Combined  freight  and  express  facilities.  .5630 
Domestic  shipments  passing  through  foreign  country.  .5611 
Governmental  exemption.  .5508,  5545 
Property  exported,  taxability.  .5501,  5502,  5504,  5601 
Property  imported,  taxability.  .5501,  5502,  5608 
Property  passing  through  United  States,  taxability.  .5610 
Railroad  system;  commodities  transported  by  another  carrier.  .5511,  5621 
Funeral  expenses.  . 16,  100  * 

Fur  garments,  taxability.  .4519 

Furniture  charged  to  expense;  adjustment  of  surplus  account.  .714 
Future  delivery  sales  of  produce,  taxability.  .3529 
Memorandum  of  sales,  taxability.  .3530,  3667 
Order  form  for  stamps.  .3689 
Place  of  sale  held  to  be  exchange.  .3657 
Games,  taxability.  .4505,  4597 
Garters,  taxability.  .4593 

Gas  wells;  amount  of  excess  profits  tax  in  case  of  sale.  .586 
Gifts  in  anticipation  of  death. . 10,  36,  96,  141 

Advancements  against  shares  of  legatees.  . 142 
Manner  of  returning.  .49 

Gold  coupon  notes  taxable  as  bonds.  .3558  d 

Gold  mining;  exemption  of  income  from' excess  profits  tax.  .527 

Golf  accessories,  taxability.  .4505,  4597 

Golf  clubs,  taxability  of  dues.  .6543,  6569 

Golf  links,  taxability  of  admission  charge.  .6518 

Goodwill  is  intangible  property.  .549,  667,  715,  803 

Government  bonds: 

Exempt  from  stamp  taxes.  .3501 
Relation  to  invested  capital.  .552,  693,  771,  855 
Status  of  interest  for  excess  profits  tax  purposes.  .839 
“Government  contract”  defined.  .503 

Special  tax  not  applicable  where  50%  of  gross  income  is  derived  from.  .569 
Tax  on  income  derived  from.  .517 
Transportation  taxes.  .5559,  5578 

Government;  taxability  of  sales  to.  .4576  ^ 

Governmental  exemption  from  transportation  taxes.  .5508,  5545 
Application  of.  .5559,  5577 
Claim  for  refund.  .5564 
Credentials  to  be  furnished.  .5557 
Establishment  of  right  to.  .5547 
Forms  to  be  used.  .5548,  5553 
Foreign  governments  not  exempt.  .5587 
Passage  tickets.  .5696 

Graphophones,  taxability.  .4504,  4587  { 

Gross  estate: 

Determination  of.  .7,  89 
Mortgages.  .16,  53 

Non-resident  decedents.  .20,  56,  118,  180,  208 

Real  estate  belonging  to  resident  but  located  outside  of  United  States.  .261 
Return  of.  .27,  108 

Non-resident  decedent.  .27,  118 

Resident  decedent.  .27,  117  — 
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Group  life  insurance,  taxability.  .5519 
Guardians  of  beneficiaries;  duty  of.  . 120 
Hair  combs,  taxability.  .4596 

Hair  oils,  dyes,  dressing,  restoratives,  taxability.  .4556,  4602 

Hand  bags,  taxability.  .4533 

Handkerchief  holders,  taxability.  .4593 

Hat  boxes,  taxability.  .4532 

Hats: 

Livery,  taxability.  .4517 
Men’s  and  boys’,  taxability.  .4530 
Women’s  and  misses’,  taxability.  .4539 
Hawaii  considered  part  of  United  States.  .80,  600,  3041,  5529,  8142 
Health  insurance,  taxability.  .5521 
“Held  out  or  recommended”  defined.  .4609 
Holding  companies,  information  to  be  furnished  by.  .740,  742 
Home  guard,  taxability  of  dances  given  by.  .6564 
Hoods,  taxability.  .4539 

Hotels;  admissions  to  cabaret,  taxability.  .6528 
Humidors,  taxability.  .4515 
Hunting  clubs,  taxability  of  dues.  .6543 
Hunting  garments,  taxability.  .4518 
Hunting  knives,  taxability.  .4511 

Immediate  delivery  sales  of  merchandise  or  produce  not  taxable.  .3663 
Impairment  of  capital.  .657 

Imported  property  in  relation  to  transportation  tax.  .5501,  5608 
“Importer”  defined.  .4571 
“Inadmissible  assets”  defined.  .552 

Percentage  deducted  from  invested  capital.  .562,  665,  776 
Income  accrued  during  settlement  of  estate.  .92,  143 
Income  accrued  prior  to  death.  .8,  143 
Reduced  to  cash  prior  to  death.  .48 
Income  for  excess  profits  tax  purposes.  .543,  611 
Disproportionate  to  invested  capital,  .676 
Dividends  received  deductible.  .545,  644 
Exempt.  .526 

Gold  mining  operations.  .527 
Foreign  corporations.  ^638 
No  income  during  pre-war  period.  .533,  626 
Not  satisfactorily  determinable  or  low.  .625,  759 
Partial  personal  service  corporations.  .524 
Pre-war  period.  .544,  762 
Taxable  year.  .546,  640 

Income  taxes  paid  within  1911,  1912  and  1913  by  corporations  included  as  taxable 
income  for  those  years.  .544,  642 
Indebtedness,  bonded  vs.  capitalization.  .734 
Indebtedness;  evidence  of  held  to  be  tangible  property.  .550,  668 
Taxability  of.  .3520 
Indemnity  bonds,  taxability.  .3521 

Given  by  officials  of  states  and  subdivisions  thereof.  .3563 
Premiums  for  renewals.  .3521,  3566 
Renewals  taxable  as  new  issues.  .3521 

Individuals  taxable  as  corporation  if  business  is  incorporated  prior  to  July  1, 
1919.. 577 

Industrial  plan  life  insurance,  taxability.  .5519 
Inheritance  tax.  .228,  229 
Estate  tax  is  not.  .34,  86 
When  discount  is  taken.  .55 
Initiation  fee — taj ability  of  share  of  stock  as.  .6574 
Inland  insurance,  taxability.  .5520 
Insecticides,  taxability.  .4614 
Insignia  of  fraternal  societies,  taxability.  .45 
Instruments  conveying  property,  taxability.  .3536 
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Insurance: 

Assignment  of  policy;  taxability  of  power  of  attorney.  .3724 
Brokers,  taxability.  .5716 
Relation  to  estate  tax.  . 13,  25,  36 

Surrender  value  of  policy  may  be  included  in  invested  capital.  .768 
Taxability  of  policies  and  premiums.  .3544,  5518,  5519,  5520,  5521,  5712,  5715 
Policies  exempt.  .5522 
Returns  and  payment  of  tax.  .5523 

Made  by  home  office  or  district  agent.  .5722,  5728 
Insurance  companies  included  in  term  corporation,  598,  8139 
Insurance  companies;  capital  stock  tax.  .3003,  3012,  3043 
Mutual  companies.  .3005,  3012,  3017,  3043 
Reserves  excluded  in  fixing  fair  value.  .3003,  3017 
Insurance  companies;  invested  capital.  .719 
Intangible  property  defined.  .549,  667 

Appreciation  in  value,  correction  of  balance  sheet.  .690 

Appreciation  through  developments;  relation  to  invested  capital.  .657,  734 

Valuation  of  when  purchased  for  cash  or  tangible  property.  .707 

Payment  for  in  stock  or  bonds  not  considered  as  payment  in  cash  or  tangible 
property.  .668 

Valuation  of  when  purchased  with  stock.  .560,  700 
Adjustment  of  balance  sheet.  .681 
Mixed  tangible  and  intangible  property.  .568,  703 
Non  par  value  stock.  .702 
25%  limitation.  .560,  701,  773,  791 
Interest  accrues  for  delay  in  paying  estate  tax.  .30,  119 
Interest  on  bonds  accrued  in  relation  to  estate  tax.  .92,  144 
Interest  on  Liberty  Bonds;  status  of,  for  excess  profits  tax.  .839 
Interests  held  jointly.  .11,51,  89,  109,  156,  167,  201,213,217 
Interim  certificates,  taxability.  .3586 
Internal  revenue  officers: 

Leave  of  absence.  .8000 
May  administer  oaths.  .8077 
Unauthorized  statements  forbidden.  .8045 
In-transit  privilege.  .5599 
Invalidating  clause.  .8131 
Invested  capital.  .555,  657 

Accounting:  ' 

Defective;  bearing  on  invested  capital.  .674 

Adjustment  of  in  connection  with  surplus.  .713 
Ultra-conservatism  in  past  years.  .676 
Adjustment  of  annual  balance  sheet.  .681 

Affiliated  corporations  make  consolidated  returns.  .587,  740,  819,  828 
Agents  or  brokers,  nominal  capital.  .730 
Amortization.  .679 

Appreciation  in  value  of  capital  assets.  .557,  657,  788 
Assets,  admissible  and  inadmissible.  .552,  562,  665,  776 
Average  capital  for  period.  .563 
Averaging  capital  by  months.  .658,  693,  797 
Balance  sheet: 

Adjustment  necessary.  .681 
Required  annually.  .695 
Bonds  in  relation  to.  .662,  693,  734 

Intangible  property  paid  for  m.  .668 
Surplus  or  undivided  profits  invested  in.  .662,  709 
Tangible  and  intangible  property;  bonds  issued  for  mixed.  .703 
Tangible  property;  bonds  held  to  be.  .550,  668 
Borrowed  capital  not  included  in.  .561,  663,  772,  796 
Businesses  not  deemed  to  have.  .731 
Capital  vs.  invested  capital.  .729,  731 
Capitalization,  small  or  negligible,  bearing  on.  .731 
Cash  paid  in.  .556,  657 
Commission  houses  and  merchants.  .730 
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Invested  capital — concluded. 

Computation  of.  .555,  587,  680,  693,  762,  769 
Special  cases.  .565 

Consolidations  (See  “Reorganizations”  below): 

Copyrights.  .699 
Deduction  from.  .562 

Defined  as  invested  capital  of  present  owner.  .657 

Depletion  of  property.  .657 

Depreciation  of  property.  .657,  679 

Dividends  included  until  date  of  payment.  .792,  800 

Enforcible  notes.  .764,  767 

Expense  incurred.  .657 

Adjustment  in  connection  with  surplus.  .680 
Expense  involved  in  securing  data  by  foreign  taxpayer.  .675 
Foreign  corporations.  .669,  675 
Fractional  part  of  year.  .563 
Government  bonds.  .552,  693,  771,  855 
Impairment  of  capital.  .657 
Income  disproportionate  to.  .676 
Individuals.  .577 
Insurance  companies.  .719 

Insurance  policies  may  be  included  at  surrender  value.  .768 
Intangible  property  (See  “Intangible  property”): 

Items  not  allowed  to  be  included.  .661 
Liquidation  of  original  capital.  .657 
Losses  in  connection  with.  .657,  770 

Mixed  aggregate  of  tangible  and  intangible  property  paid  for  in  stocks  or 
bonds.  .568 

Nominal  capital.  .726,  804 

Not  satisfactorily  determinable.  .566,  632,  673,  759 
Obsolescence  of  property.  .657,  679 

Organization  prior  to  July  1,  1919  to  take  over  existing  business.  .577 
Paid  in  surplus.  .558,  680,  708,  797 
Partnerships.  .577 
Patents.  .699 

Pre-war  period.  .564,  672,  759,  762 
Profits,  exceptional  because  of  war  conditions.  .732 
Reorganizations  since  January  1,  1911.  .575 
Reorganizations  since  January  2,  1913.  .622,  670,  689 
Reorganizations  since  March  3,  1917.  . 579,  671,  689 
Reserves  for  taxes.  .801 
Return  for  pre-war  period.  .735 

Return  for  taxable  year.  .585,  606,  738,  752,  754,  755,  756 
Special  cases.  .566 

Stock  exchange  seat  not  of  itself  invested  capital.  .818 
Stock  returned  to  corporation  as  a gift.  .685,  696 
Stocks  and  bonds  in  relation  to.  .662,  693,  734 
Foreign  corporation  stock.  .666 
Surplus  and  undivided  profits  invested  in.  .662,  709 
Tangible  property;  stocks  and  bonds  held  to  be.  .550,  668 
Surplus  in  relation  to.  .558,  657,  680,  709,  765,  798 
Adjustment  of  surplus  account.  .712,  774,  802 
Earned  during  pre-war  year.  .708 
Earned  during  taxable  year.  .558,  680,  708,  792 
Paid  in  surplus.  .558,  680,  708,  797 
Tangible  property  considered  as  surplus.  .710 
Tangible  property  (See  “Tangible  property”): 

Tax  free  securities.  .552,  665,  693,  771 

Undivided  profits  in  relation  to  invested  capital  (See  “Surplus  in  relation  to”): 
Itinerant  shows: 

File  schedules  of  itinerary.  .6548 
Registration  of  proprietor.  .6548 
Taxability.  .7007,  7120,  7125,  7155 
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Ivory  articles,  taxability.  .4551 
Ivory  soap,  taxability.  .4603 
Jewelry,  taxability.  .4551,  4591, 4592,  4593 
Joint  bank  accounts.  .11,  51,  89,  109,  201 
Joint  interests.  . 11,  51,  89,  156,  167 

Joint  stock  associations;  liability  to  capital  stock  tax.  .3011 

Joint  stock  company  included  in  term  corporation.  .598,  8139 

Key  chains  and  rings,  taxability.  .4593 

Kimonos,  taxability.  .4598 

Knives,  taxability.  .4511,  4512 

Knuckles,  brass  and  metallic,  taxability.  .4512 

Lacrosse  accessories,  taxability.  .4505,  4597 

Lamps  and  lamp  shades,  taxability.  .4534 

Leased  wires,  taxability.  .5507 

Leaseholds  are  tangible  property.  .550,  668 

Leases  not  subject  to  stamp  tax.  .3715 

Lecture  lyceums,  taxability.  .7141 

Lessee  of  theater;  responsibility  for  tax.  .6551 

Liability  for  tax  rests  on  entire  estate.  .3715 

Liberty  bond  interest;  status  of  for  excess  profits  tax.  .839 

Licorice,  taxability.  .4610 

Lien  on  gross  estate: 

Deficiency  in  tentative  payment  of  tax.  .31 
Tax  is  lien  for  10  years.  .35,  133 

On  property  of  beneficiary,  transferee  or  trustee.  .36 
Life  insurance,  taxability.  .5519 
Life  interest;  table  to  be  used  in  determining.  .250 
Life  memberships  in  clubs,  taxability.  .6510 
Lighting  fixtures,  taxability.  .4534 
Limited  partnership  considered  a corporation.  .598,  745 
Liability  to  capital  stock  tax.  .3011 
Liniments,  taxability.  .4557,  4607 
Lip  salve  cases,  taxability.  .4593 
Liquidation  of  capital  assets.  .657 
Liquor  dealers,  taxability.  .7013 
List  return  in  connection  with  special  taxes.  .8079 
Live  stock  shows,  taxability  of  admissions.  .6536 
Liveries,  taxability  of  boots  and  hats.  .4517 
Loans;  application  for,  not  subject  to  stamp  tax.  .3696 
Lodges,  taxability  of  dues.  .6510,  6545 
Logging  companies  transporting  for  hire,  taxability.  .5613 
Lorgnettes.  .4593 

Losses  during  settlement  of  estate.  . 16 
Losses  in  connection  with  invested  capital.  .657 

Adjustment  of  records  in  connection  with  surplus.  .712 
Fire  losses  in  connection  with  surplus.  .770 
Lounging  robes,  taxability.  .4537 
Lozenges,  taxability.  .4557,  4607 

Lump  sum  governmental  contracts;  no  exemption  from  utility  taxes.  .5559,  5586 

Machinery  originally  charged  as  expense;  readjustment  of  surplus  account.  .802 

Malted  beef  peptone,  taxability.  .4614 

Malted  milk,  taxability.  .4614 

“Manufacturer”  defined.  .4571 

Marine  corps  included  in  military  forces.  .8149 

Marine  glasses,  taxability.  .4551 

Marine  insurance,  taxability.  .5520 

Massachusetts  trust: 

Held  to  be  corporation.  .751 
Liability  to  capital  stock  tax.  .3011 
Original  issue  certificates  taxable.  .3577 
Transfers  of  certificates  taxable.  .3578 

Match  boxes ? taxability.  .4593  ' 
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Medicinal  cordials  and  bitters,  taxability.  .4557,  4607 
Medicinal  preparations,  taxability.  .4557,  4606,  4608,  4610,  4612,  4615 
Samples.  .3614 

Memorandum  books,  taxability.  .4593 

Memorandum  of  sales  of  produce  for  future  delivery  taxable.  .3529,  3667 
Delivered  to  buyer.  .3530,  3667 
Stamp  to  be  affixed  to  memorandum.  .3530,  3667 
Written  statement  in  lieu  of,  made  to  clearing  house  . 3669 
Memorandum  of  sales  or  transfers  of  stock  taxable.  .3524 
Delivered  to  buyer.  .3628 
Held  to  be  sales.  .3613 

Statement  of  entire  transactions  delivered  to  clearing  house  in  lieu  of.  .3641 
Merchandise  broker  (see  “Brokers — merchandise  and  produce”) 

Merchandise;  sale  on  exchange,  taxability.  .3529 
Place  of  sale  of,  held  to  be  exchange.  .3657 
Merger  of  corporations  under  Section  15,  New  York  Stock  Corporation  Law;  liability 
to  transfer  tax.  .3581 

Merger  of  trust  companies  under  New  York  Banking  Law;  stock  issue  taxable.  .3581 

Merry-go-rounds,  taxability  of  admissions.  .6568 

Mesh  bags,  taxability.  .4593 

Mileage  books,  taxability.  .5510,  5652 

Military  forces: 

Army  officer;  exemption  certificate  with  respect  to  utilities  tax.  .5555 
Defined..  8 149 

Estate  tax  not  applicable  to  decedents  in.  .6,  43 
Military  insignia,  taxability.  .4596 
Milk  transported  by  freight.  .5627 
Mineral  waters,  taxability.  .4557,  4619 
Mines;  amount  of  excess  profits  tax  in  case  of  sale.  .586 
Mining  companies;  income  from  gold,  exempt  from  excess  profits  tax.  .527 
Mining  companies  transporting  goods  for  hire.  .5613 

Mixed  aggregate  of  tangible  and  intangible  property  paid  for  in  stock  or  bonds.  .569 
Adjustment  of  balance  sheet.  .682 
Mixed  feeds,  taxability.  .4614 

Money  borrowed  not  to  be  included  in  invested  capital.  .561,  663,  772,  796 
Monthly  returns: 

Admissions  and  dues.  .6550,  6553 
Excess  profits  taxes.  .4526,  4622,  4625 
Insurance  taxes.  .5523 
Produce  brokers.  .3679 
Produce  clearing  houses.  .3681 
Stock  brokers.  .3637,  3643 
Stock  clearing  houses.  .3639 

Mortgage  notes;  interest  on,  accrued  to  date  of  death.  .92 
Forbearance  agreement  not  subject  to  stamp  tax.  .3697 
Mortgages  in  connection  with  estate  taxes.  . 16,  53,  102,  122 
Motion  picture  films,  leasing  and  licensing,  taxability.  .4554,  4590 
Motor  boats,  taxability.  .4520,  7028,  7202 
Motor  cycles,  taxability.  .4502 
Motor  wheels,  taxability.  .4585 
Mouth  washes,  taxability.  .4556,  4602 

Moving  picture  films,  leasing  and  licensing,  taxability.  .4554,  4590 

Moving  picture  shows,  taxability.  .7102 

Municipal  bonds,  etc.,  exempt  from  stamp  taxes.  .3501 

Munition  manufacturers  tax  a credit.  .3019,  3026 

Museums,  taxability.  .7006 

Music  boxes,  taxability.  .4504 

Music  records,  taxability.  .4504,  4587 

Mutual  insurance  company: 

Capital  stock  tax.  .3005,  3012 
Invested  capital.  .719 
Taxability.  .5715,  5730 
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National  corn  remover,  taxability.  .4613 

National  Formulary,  taxability  of  articles  made  in  accordance  with.  .4608 
Naval  forces: 

Estate  tax  not  applicable  to  decedents.  .6,  43 
Exemption  certificate  in  connection  with  utilities  tax.  .5555 
Naval  insignia,  taxability.  .4596 

Navy  Nurse  Corps,  Female  included  in  naval  forces.  .8149 
Neckties,  taxability.  .4543 
Net  estate: 

Determination  of,  in  case  of 

Non-resident  decedent.  .20,  107,  118 
Resident  decedent.  .15,  100,  117 
Return  of 

Non-resident  decedent.  .27,  118 
Resident  decedent.  .27,  117 
Taxes;  when  deductible  in  determining.  .275 
Net  income  subject  to  excess  profits  tax;  determination.  .543,  546,  611 
Affiliated  corporations  make  consolidated  return.  .587 
Foreign  corporations.  .638 
Gold  mining  corporations.  .527 
Partial  personal  service  corporations.  .524 
Pre-war  period.  .544,  753 
Taxable  year.  .546,  640 

Newspapers  transported  by  freight,  taxability.  .5627 
Nominal  capital.  .726 

Accumulation  of  earnings  will  not  remove  corporation  from  this  class.  .814 
Agents  or  brokers.  .730 
Barbers.  .804 

Businesses  deemed  not  to  have.  .731 
Commission  houses  and  merchants.  .730 
Personal  service  corporations.  .726 
Photographers.  .807 
Size  of  capital  not  controlling.  .729 
Vaudeville  theaters.  .810 
Non  par  value  stock: 

Actual  value  held  to  be  market  value  for  purposes  of  stamp  tax.  .3592 
Purchase  of  intangible  property  with.  .702 
Stamp  taxes  on 

Original  issue  of  stock.  .3522 
Transfers  of  stock.  .3524,  3622 
Value  of,  fair  market  value.  .554 
Non-resident  decedent;  estate  tax  applies  to . . 4 

Agents  having  property  in  charge.  .111,  150,  177 
Bonds  of  domestic  corporations.  .99,  180 
Deductions  allowed  in  determining  net  estate.  .20,  56,  107 
No  specific  exemption  of  $50,000.  . 104 
Inheritance  taxes  not  deductible.  .229 
Notice  by  transfer  agents,  registrars,  etc..  .185,  194,  199 
Notice  to  collector  of  qualification  as  executor.  .27,  111,  123,  150 
Return  required  if  part  of  gross  estate  is  in  United  States.  .27,  46,  118,  123,  150 
To  be  forwarded  to  Commissioner.  .260 
Stock  in  domestic  corporations.  .89,  99,  118,  154,  180,  204 
Deposited  with  British  Treasury  taxable.  . 181 
Non-resident  foreign  corporation;  extension  of  time  for  filing  excess  profits  tax 
return. .831 

Notes  held  to  be  tangible  property.  .550,  668,  765,  767 
Notes;  promissory,  liability  to  stamps  tax.  .3534 
Account  of  premium  extension  agreement.  .3695 
Classified  for  purpose  of  stamp  tax.  .3551 
Forbearance  agreement  in  connection  with  mortgage  not.  .3697 
Secured  by  pledge  of  United  States  securities.  .3535,  3690 
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Notice  to  collector  after  decedent’s  death. . 108,  109 
Banks  in  connection  with  joint  accounts.  .200 

Beneficiaries xon  coming  into  possession  of  property.  .27,  109,  139,  162 
Executors  or  administrators,  of  qualifying.  .27,  109 
Non-resident  decedent.  .111,  118,  123,  150,  170,  179 
Resident  decedent;  not  required  unless  gross  estate  exceeds  $50,000.  .28 
Transfer  agents,  registrars,  etc.,  in  connection  with  non-resident  decedents. . 
185,  194,  205,  279 

Transferees,  donees  or  trustees. . 110,  165 
Where  filed.  .3,  27,  111 

Resident  with  domicile  in  more  than  one  district.  .45,  83 
Notification  to  executor  of  amount  of  excess  estate  tax.  .272 
Oaths: 

Revenue  officers  may  administer.  .8077 
Waived  under  certain  conditions.  .8015 
Obsolescence  of  property  in  relation  to  invested  capital.  .657,  679 
Adjustment  of  balance  sheet.  .691 
Adjustment  of  in  connection  with  surplus.  .712 
Occupation  taxes.  .7001 

Credit  for  tax  paid  under  old  law.  .7033 
Penalty  for  failure  to  pay.  .7034 

Receipt  in  lieu  of  stamps  for  excess  over  previous  tax.  .7032 
“(Dil”  defined.  .5699 

Oil;  transportation  by  pipe  line,  taxability.  .5505,  5700 
Basis  when  no  charge  is  made.  .5511 
Oil  wells;  amount  of  excess  profits  tax  in  case  of  sale.  .586 
Oils,  taxability.  .4557,  4607 
Ointment,  taxability.  .4557,  4607 
Opera,  taxability  of  admissions.  .6501,  6505,  6513,  6530 
Opera  glasses,  taxability.  .4551,  4596 
Order  forms  for  stamps  for  sale  of  produce.  .3689 
Order  forms  for  stamps  for  sale  or  transfer  of  stock.  .3653 

Organization  of  corporations  prior  to  July  1,  1919  to  take  over  existing  business.  .577 
Taxable  under  certain  conditions  as  though  in  existence  January  1,  1918.  .577 
Organs,  taxability.  .4504 

Original  issue  of  stock;  stamp  tax.  .3522,  3577,  3580 
Exchange  of  certificates  for  stock  outstanding.  .3577 
Exchange  of  one  class  of  stock  for  another.  .3577,  3595 
Interim  certificates.  .3586 
Massachusetts  trust  shares.  .3577 
Merger  of  New  York  trust  companies.  .3580 

Reorganization  under  Sec.  24  New  York  Stock  Corporation  Law.  .3579 
Stamps  to  be  fixed  to  stock  books.  .3523 
Stock  of  domestic  corporation  wherever  issued.  .3588 
Stock  of  foreign  corporation  issued  in  United  States.  .3587 
Unissued  stock.  .3577 
Voting  trust  certificates.  .3577 
“Outdoor  general  amusement  parks”  defined.  .6532,  6565 
Overcharges;  adjustment  of  transportation  tax.  .5538 
Overpayment  of  tax;  credit  for.  .8014 
“Paid”  defined.  .504 
Paid  in  surplus.  .558,  680,  710,  797 
Paintings,  taxability.  .4525 
Pajamas,  taxability.  .4547 
Parasols,  taxability.  .4535 
Parcel  post  packages,  taxability.  .3543 
Mailed  to  Porto  Rico.  .3739 
Parent  corporation.  .740,  742 
Parlor  car  seats,  taxability.  .5504,  5643,  5683 
Accommodations  subject  to.  .5684,  5688 
Partial  payments  of  tax.  .67 

Partial  year;  return  and  payment  of  excess  profits  tax.  .532,  563 
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Partnerships: 

Balance  sheet  required  for  1917.  .695 
Capital  stock  tax;  when  subject  to.  .3011 
Excess  profits  tax  for  part  of  fiscal  year  in  1917.  .583 
Incorporation  prior  to  July  1,  1919.  .577 
Limited  partnership  considered  corporation.  .598,  745 
Tax  paid  for  period  beginning  January  1,  1918  to  be  refunded.  .584 
Party  tickets,  taxability.  .5661 

Passage  tickets  to  foreign  ports  other  than  Canada  and  Mexico.  .3539,  5504,  5692 
Governmental  exemption.  .5696 
Method  of  payment.  .5697 
Passenger  transportation,  tax  on.  .3539,  5503,  5637 
Governmental  exemption.  .5508,  5545 
Services  and  facilities  not  taxable.  .5503,  5673 
Services  and  facilities  taxable.  .5503,  5679 
Passes,  taxability.  .6502,  6523 
Pastes,  taxability.  .4557,  4607 
Patent  medicines  (see  “Medicinal  preparations”) 

Patents  held  to  be  intangible  property.  .549,  699 

Patterns  charged  to  expense;  adjustment  of  surplus  account.  .714 

Pawnbrokers,  taxability.  .7003,  7085 

Pearl  soap,  taxability.  .4603 

Pearls,  taxability.  .4551 

Penal  bond;  security  in  connection  with.  .8122 
Penalties: 

Admissions  and  dues  tax;  failure  to  pay.  .6554,  6555 
Books,  records,  etc.;  failure  to  show.  .38,  134 
Capital  stock  tax;  failure  to  pay.  .3008,  3027,  3039 
Estate  tax: 

Delay  in  payment.  .30,  31,  33,  119,  133 
Failure  to  file  and  false  return.  .29,  37,  38 
Notice  to  collector  after  decedent’s  death.  .37,  38,  112,  171 
Excess  profits  tax;  failure  to  pay.  .585 
Excise  taxes;  failure  to  pay.  .4527,  4552,  4627 
False  statements  by  vendor  to  vendee.  .4566 
General.  .8008,  8035 
Insurance  taxes;  failure  to  pay.  .5524 
Occupation  taxes;  failure  to  pay.  .7034,  7038 
Stamp  taxes.  .3502,  3508,  3519,  3524,  3529 
Failure  to  cancel  stamps.  .3502 
Failure  to  pay.  .3502,  3528,  3721 
Fraud  in  connection  with  stamps.  .3508 
Suits  to  enjoin  collection  of.  .8068 
Transportation  taxes.  .5517,  5542,  5648 
Pencils,  taxability.  .4593,  4595 
Perfumes,  taxability.  .4556,  4601 
“Person”  defined.  .80,  3614,  3655,  8011,  8138 
Personal  effects: 

Appraisal  of.  .230 
Joint  interest.  .217 
Personal  service  corporations.  .502 
Barbers.  .804 
Nominal  capital.  .726 
Partial.  .524 
Photographers.  .807 
Returns  by.  .583,  816,  817 

Subject  to  excess  profits  tax  for  part  of  fiscal  year  in  1917.  .513 
Tax  paid  for  period  after  January  1,  1918  to  be  refunded.  .584 
Vaudeville  theaters.  .810 
Petroleum  jellies,  taxability.  .4556,  4601,  4603 
Petticoats,  taxability.  .4548 

Philippine  Islands  not  part  of  United  States  for  tax  purposes.  .81,  4635,  4643 
In  relation  to  stamp  taxes.  .3712 
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Phonographs,  taxability.  .4504,  4587 

Photographers;  personal  service  corporation  or  not.  .807 

Photographic  films  and  plates,  taxability.  .4508 

Piano  players,  taxability.  .4504,  4587 

Pianos,  taxability.  .4504 

Picture  frames,  taxability.  .4530 

Pills,  taxability.  .4557,  4607 

Pipe  line;  transportation  of  oil  by,  taxability.  .5505,  5700 
Basis  of  tax  when  no  charge  made.  .5512 
Pipes,  taxability.  .4515 

Plant  expenditures  charged  to  expense;  adjustment  of  surplus.  .714 

Plasters,  taxability.  .4557,  4607 

Plate  glass  insurance,  taxability.  .5521 

Playing  cards,  taxability.  .3542,  3725 

Pleasure  boats,  taxability.  .4520,  4629,  7028,  7202 

Pocketbooks,  taxability.  .4533 

Polo  mallets,  taxability.  .4505 

Pomades,  taxability.  .4556,  4601 

Pool  balls  and  tables,  taxability.  .4505,  4597 

Pool  tables,  taxability  of  charge  for  use.  .6518 

Porcelains,  taxability.  .4525 

Porto  Rico  not  part  of  United  States  for  tax  purposes.  .81,  4635,  4643 
Parcel  post  packages  mailed  to.  .3739 
Relation  to  stamp  taxes.  .3712 
Post-office;  stamps  to  be  on  sale  at.  .3518,  3648,  3685 
Powder  boxes,  taxability.  .4593 
Powders,  taxability.  .4557,  4607 
Power  boats,  taxability.  .7028,  7202 

Power  of  appointment;  property  passing  under.  . 12,  94,  206 
Power  of  attorney,  liability  to  stamp  tax.  .3541 

Contained  in  assignment  of  insurance  policy.  .3724 
Security  agreement  not  taxable.  .3696 
Precious  metals;  taxability  of  articles  made  of.  .4551 
Precious  stones,  taxability.  .4551 

Premium  extension  agreements;  notes  on  account  of  not  taxable.  .3695 
Premiums  for  renewal  of  indemnity  and  surety  bonds  taxable.  .3521,  3566 
Prepaid  orders  for  transportation,  taxability.  .5662 
“Present  war”  defined.  .8150 
Pre-war  period  income: 

Defined.  .529,  602 

Determination  of  income.  .544,  640,  753,  762 
Dividends  received  during  1913  deductible.  .545,  644 
Income  during.  .533,  6 26 

Income  not  determinable  satisfactorily  or  low.  .624,  759 
Invested  capital.  .564,  672,  762 
Not  in  business  during.  .536 
Returns  not  required  in  certain  cases.  .735 
Surplus  earned  during.  .558,  580,  708 
Price  to  be  printed  on  tickets.  .6509 

Produce  brokers  (see  “Brokers,  merchandise  and  produce”) 

Produce  exchanges: 

File  charter,  by-laws,  etc..  .3660 
Members  of,  taxable.  .7002 
Place  of  sale  held  to  be  exchange.  .3657 
Records  to  be  kept.  .3676 
Registration.  .3660 

Certificates  of  registration  to  be  displayed.  .3662 
Form  to  be  used.  .3651 
Produce;  sales  of  on  exchanges.  .3529,  3654 

Memorandum  of  sale  to  be  delivered  to  buyer.  .3530,  3667 
Stamps  to  be  affixed.  .3530,  3667 

Written  return  of  each  transaction  may  be  made  to  clearing  house  in  lieu 
of.  .3669 
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Produce;  sales  of  on  exchanges — concluded. 

Prompt  delivery'sales  not  taxable.  .3663 
Records  to  be  kept  in  prescribed  form,  .page  732 
Returns: 

By  clearing  house.  .3680 
Form.  .3681 

Revenue  officer  may  make,  in  case  of  failure.  .3682 
By  member  of  exchange.  .3680 
Form.  .3681 

Revenue  officer  may  make,  in  case  of  failure.  .3682 
Sales,  taxable  or  not.  .3529,  3663,  3667 
Scratch  sales  not  taxable  under  new  law.  .3529 
Scratch  sales  taxable  under  old  law.  .3654,  3655 
“Producer”  defined.  .4571 

Profits,  exceptional  because  of  war;  bearing  on  invested  capital.  .732 
Promissory  notes  held  to  be  tangible  property.  .550,  668,  765,  767 
Promissory  notes  subject  to  stamp  tax.  .3534 
Classified  for  purpose  of  tax.  .3551 

Forbearance  agreement  in  connection  with  not  taxable.  .3697 
Premium  extension  agreements  are  not  promissory  notes.  .3695 
Secured  by  United  States  securities,  taxability.  .3535,  3690 
Property  acquired  by  inheritance  within  five  years  prior  to  death.  . 17 
Property  exported  in  relation  to  transportation  tax.  .5501,  5564,  5601 
Property  imported  in  relation  to  transportation  tax.  .5501,  5608 
Property  sold  prior  to  death  without  fair  consideration.  . 10,  36,  110 
Proprietary  medicines,  taxability.  .4557,  4607,  4610,  4616 
Proxies,  taxability.  .3540 
Pumps,  taxability.  .4542 
Purses,  taxability.  .4533 
Racks  for  poker  chips  and  cards.  .4600 
Radio  messages,  taxability.  .5506 

Railroad  system;  carriage  of  commodities  by  one  carrier  for  another.  .5511,  5621 
Defined.  .5621 

Rain  checks;  refund  of  tax  on  redemption.  .6549 
Rates  of  tax: 

Admissions  and  dues.  .6501,  6510 
Capital  stock  tax: 

Domestic  corporations.  .3001,  3016 
Foreign  corporations.  .3002,  3016 
Estate  tax.  .6,  41 

Decedent  dying  before  September  8,  1916;  no  tax.  . 138 
Decedent  dying  between  September  8,  1916  and  March  3,  1917.  .84,  88 
Decedent  dying  between  March  3,  1917  and  October  3,  1917.  .85,  88 
Decedent  dying  between  October  4,  1917  and  February  25,  1919.  .41 
Decedent  dying  after  February  25,  1919.  .6 
Excess  profits  tax.  .510 
Maximum  tax.  .523 
Special  cases.  .570,  616 
Year  1918.  .511 
Year  1919  and  thereafter.  .514 

On  income  from  government  contract.  .517 
Excise  taxes.  .4500 
Insurance  taxes.  .5519 
Occupation  taxes.  .7001 
Stamp  taxes.  .3520 
Transportation  taxes.  .5500 
Real  estate: 

Agents  as  brokers.  .7077 
Contracts  for  sale  not  taxable.  .3716 
Conveyances  subject  to  stamp  tax.  .3536,  3713 
Leases  not  subject  to  stamp  tax.  .3715 

Located  outside  of  United  States  not  included  in  gross  estate  of  decedent.  .261 
Manner  of  describing.  .47 
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Real  estate: — concluded. 

Mortgages. . 16,  53,  102,  122 
Standing  timber  held  to  be.  .3714 
Tenants  in  entirety. . 148 
Receipts  for  taxes  paid.  .32,  126,  8119 
Records;  examination  of.  .38,  135,  3646,  3683,  8004 
Records;  music,  taxability.  .4504,  4587 
Records  of  purchases  and  sales  to  be  kept  by  dealers: 

Clearing  houses.  .3676 
Merchandise  and  produce.  .3672 
Forms,  .page  732 
Stock  dealers.  .3634 

Forms,  .pages  721,  722 
Recovery  of  taxes  wrongfully  collected . . 807 1 
Red  Cross  exempt  from  transportation  tax.  .5577 
Refund  of  taxes: 

Excess  estate  tax.  .26,  31,  268 
Excess  profits  tax.  .585 
Partnerships.  .584 
Personal  service  corporations.  .584 
In  general.  .8030,  8049 
Limitation  on.  .8073 

Transportation  tax;  procedure  for  claim.  .5564 
Registrars  of  bonds: 

Duties  of  in  connection  with  stamp  tax  on  stock.  .3630 
Estate  of  non-resident  decedent.  .114,  123,  176,  179,  184 
Registration  in  connection  with  taxes: 

Persons  required  to  collect  taxes  on  admissions.  .6548 
Form  to  be  filed.  .6548 
Produce  exchanges  and  clearing  houses.  .3660 

Certificate  issued  by  collector  to  be  displayed.  .3662 
Form  to  be  used.  .3651 

Stock  brokerage  businesses  and  clearing  houses.  .3619 
Certificate  issued  by  to  be  displayed.  .3621 
Form  to  be  filed.  .3652 

Reinsurance  policies  not  taxable.  .3521,  5522,  5717 
Religious  emblems,  taxability.  .4596 

Religious  institutions;  taxability  of  admissions  to  entertainments.  .6507,  6534 
Affidavit  claiming  exemption.  .6535 
Taxability.  .7006 

Remedies  or  specifics  for  disease,  taxability.  .4557,  4607,  4610,  4615 
Renewals  of  bonds  of  indebtedness  taxable.  .3520,  3548 
Renewals  of  indemnity  and  surety  bonds  taxable.  .3521 
Reorganizations  since  January  1,  1911.  .575 
Reorganizations  since  January  2,  1913.  .622,  670,  689 
Reorganizations  since  March  3,  1917.  .579,  671,  689 

Reorganizations  under  Sec.  24,  New  York  Stock  Corporation  Law;  stock  issue  tax- 
able. .3579 

Representative  corporations  used  as  basis  in  fixing  excess  profits  tax  in  special 
cases.  .571,  616 

Reserve  for  taxes  held  to  be  surplus  until  paid.  .801 

Reserve  funds  of  insurance  companies  excluded  in  fixing  fair  value  of  stock.  .3003 
Restaurants,  taxability  of  admission  to  cabaret.  .6528 
Restraint  of  collection  of  taxes;  suits  for.  .8061 
Returns: 

Admissions  and  dues  tax.  .6511,  6547,  6550,  6553 

Annual  list  in  connection  with  stamp  and  occupation  taxes.  .8079 

Capital  stock  tax: 

Collector  may  make.  .3047,  3054 
Domestic  corporations.  .3028,  3038,  3041,  3043 
Extension  for  filing.  .3048,  3055 
Foreign  corporations.  .3030,  3038,  3041,  3052 
To  be  public  records.  .3006 
Collectors  to  make  in  case  of  failure  or  fraud . . 8085 
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Returns: 

Estate  tax.  .27,  44,  116 
Beneficiaries.  .27,  120 
Collector’s  return.  .29 
Extension  of  time.  .119,  251,  269 
Gifts  made  in  contemplation  of  death.  .49,  96,  97 
Non-resident  decedent.  .27,  118,  123,  150 
Resident  decedent.  .28,  117 
Tentative  return.  .59,  62,  67,  106,  267 
When  due.  .27,  106 
Where  filed.  .3,  27 

Non-resident  decedent.  .3,  46 

Resident  decedent  having  domicile  in  more  than  one  district.  .45,  83 
Excess  profits  tax.  .585,  606,  752,  754 

Affiliated  corporations.  .587,  740,  742,  819 
Different  fiscal  years.  .828 
Corporations.  .585,  606 

Domestic,  doing  business  in  Porto  Rico  or  Philippines.  .838 
Foreign.  .607 

Extension  for  filing  by  non-resident  foreign  corporation.  .831 
Fiscal  year.  .828 

Less  than  12  months  period.  .532,  563 
Partly  in  1917.  .580 
Partly  in  1918  and  1919.  .582 
Liability  to  make.  .585,  606,  752 
Partnerships.  .583 

Personal  service  corporations.  .583,  816 
Pre-war  period;  return  not  required  in  certain  cases.  .735 
Taxable  year.  .501 
Fiscal  year.  .501 
Fractional  part  of  year.  .563 
Excise  taxes.  .4526,  4552,  4622,  4625 
Insurance  taxes.  .5523 

Filed  either  by  main  office  or  district  agent.  .5722,  5728 
Sale  of  merchandise  or  produce.  .3678 
By  clearing  houses.  .3680,  3681 
By  members  of  exchange.  .3678,  3679 
Sales  of  stock: 

By  brokers.  .3637,  3643 
By  clearing  houses.  .3639,  3645 
Transportation  and  facilities  tax.  .5513,  5541,  5708 
Revenue  officers  (See  “Internal  Revenue  Officers”): 

Riding  academies,  taxability.  .7011 
Riding  habits,  taxability.  .4518 

“Rights”  to  subscribe  for  stock;  transfer  not  taxable  before  exercise.  .3578 
Held  to  be  shares.. 3616 
Rook  cards,  taxability.  .4599 
Rosaries,  taxability.  .4596 
Round-trip  tickets,  taxability.  .5642 
Rugs,  taxability.  .4529 

Safe  deposit  companies  and  other  custodians  of  property  of  non-resident  decedents 
. .114,  123,  177 

Sale  of  commodity;  basis  of  excise  tax.  .4572 
Sales  in  foreign  commerce,  taxability.  .4658,  4630 
Sale  of  property  in  connection  with  estate  tax: 

Non-payment  of  tax.  .33,  133 
By  trustee  or  transferee.  .36 
Without  fair  consideration.  . 10,  36,  110 
Sale  of  stamp.  .3518,  3648,  8114 

Sales  of  merchandise  or  produce  (See  “Produce;  sales  on  exchange”): 

Contract  of  sale  defined.  .3655 
Scratch  sales.  .3655 

Sales  on  credit  in  connection  with  excise  taxes.  .4567 
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Sales  or  transfers  of  stock  (See  “Brokers”).  .3613 
Persons  engaged  in;  duty  of.  .3619 
Salves,  taxability.  .4557,  4607 

School  entertainments;  taxability  of  admissions.  .6507,  6534 
Affidavit  claiming  exemption  from  collection  of  tax.  .6535 
Scratch  sales  of  produce,  taxability  under  new  law.  .3529 
Defined.  .3655 

Taxability  under  old  law.  .3655 
Sculpture,  taxability.  .4525 
Season  tickets,  taxability.  .5644,  6501,  6519 
Secret  processes  are  intangible  property.  .549,  791 
“Secretary”  defined.  .8143 

Security  agreement  signed  by  prospective  borrower,  taxability.  .3696 
Security  in  connection  with  penal  bond.  .8122 

Share  cf  stock  as  prerequisite  to  membership  in  clubs,  taxability.  .6574 

“Share”  or  “shares  of  stock”  defined.  .3616 

Shaving  brushes,  taxability.  .4605 

Shaving  soap,  taxability.  .4603,  4605 

Shells,  taxability.  .4510 

Ship-brokers,  taxability.  .7004 

Shirts,  taxability.  .4546 

Shoe  buckles,  taxability.  .4593 

Shoes,  taxability.  .4542 

Shooting  galleries,  taxability.  .7010 

Shooting  garments,  taxability.  .4518 

Shopping  bags,  taxability.  .4533 

Short  sale  of  stock  subject  to  four  taxable  transfers.  .3602 

Shows,  taxability.  .7008,  7127 

Silk  hose,  taxability.  .4544,  4545 

Silver  table  ware,  taxability.  .4596 

Sirups,  taxability.  .4557,  4607 

Skates,  taxability.  .4505 

Skee  ball  alleys,  taxability.  .4599 

Skis,  taxability.  .4505 

Sleds,  taxability.  .4597 

Sleeping  car  berths,  taxability.  .5504,  5643,  5683 
Accommodations  to  which  tax  applies.  .5684 
Accommodations  to  which  tax  does  not  apply.  .5688 
Slippers,  taxability.  .4542 
Slot  machines,  taxability.  .4516 
Smoking  jackets,  taxability.  .4537 
Smoking  stands,  taxability.  .4515 
Snowshoes,  taxability.  .4505 
Snuff  manufacturers,  taxability.  .7016,  7174 

Soaps  and  soap  powders  for  toilet  use,  taxability.  .4521,  4602,  4604 

Social  clubs,  taxability  of  dues.  .6510,  6542,  6572 

Soldiers  and  sailors  exempt  from  estate  tax.  .6,  43 

Special  cases  in  relation  to  invested  capital.  .566,  570 

Special  excise  tax  on  capital  stock.  .3000 

Specific  exemption  from  excess  profits  tax.  .526 

Allowed  only  once  in  case  of  affiliated  corporations.  .588 
Foreign  corporations  not  entitled  to.  .540,  542 
Specifics  or  remedies  for  disease,  taxability.  .4557,  4607,  4610,  4616 
Spirits,  taxability.  .4557,  4607 
Sporting  clubs,  taxability  of  dues.  .6510,  6542,  6572 
Sporting  goods,  taxability.  .4505,  4597 
Sprays,  taxability.  .4611 
Stamp  boxes,  taxability.  .4593 
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Stamp  taxes.  .3500 

Act  of  February  24,  1919  effective  April  1,  1919.  .3500 
Annual  list  return.  .8079 

Continuing  effect  of  provisions  of  existing  law.  .8002 
Penalty  for  failure  to  cancel  stamps.  .3502 
Penalty  for  failure  to  pay.  .3502 
Stamps: 

Cancellation;  method  of.  .3514,  3633,  3671 
Order  form  for  sales  of  produce.  .3689 
Order  form  for  sales  and  transfer  of  stock.  .3653 
Place  to  be  affixed: 

Original  issue  of  stock.  .3523 
Sales  of  produce.  .3530 
Transfers  of  stock: 

When  change  of  ownership  is  by  transfer  of  certificate.  .3527,  3630 
When  evidence  of  transfer  is  shown  only  by  books.  .3527,  3589,  3631 
When  transfer  is  effected  by  deliverv  of  certificate  assigned  in  blank.  . 
3527,  3629 

Redemption  of.  .8031 
Sale  of.  .3518,  3648,  3684 
Temporary,  use  of.  .3603 

Use  of  old  stamps  where  rate  is  increased.  .8015 
State  and  political  subdivisions  thereof: 

Articles  sold  to  exempt  from  tax.  .4576 

Interest  on  obligations  in  relation  to  excess  profits  tax.  .552,  771 
Obligations  exempt  from  stamp  tax.  .3501 
State  inheritance  taxes: 

Federal  estate  tax  not  a proper  deduction.  .223 
Not  deductible  for  Federal  estate  tax.  .228,  229 
Statements  may  be  required  by  Commissioner.  .8003 
Statuary,  taxability.  .4525 
Steam  boiler  insurance,  taxability.  .5521 
Steamship  tickets,  taxability.  .3539,  5503,  5504,  5643,  5667 
Stilettos,  taxability.  .4512 
Stills,  taxability  of  manufacturer.  .7013 
Stock: 

Control  of  in  relation  to  affiliated  corporations.  .589,  741,  819 
Determination  of  value  for  estate  tax  purposes.  .50,  146 
Held  by  non-resident  decedent.  .99,  118,  154 

Deposited  with  British  Treasury,  taxability.  .181 
Duties  of  transfer  agents. . 114,  123,  176,  179,  184,  194,  205 
Held  to  be  tangible  property.  .549,  668 

Ownership  of  majority  of  stock  by  foreign  corporation;  relation  to  taxes.  .599 
Relation  to  invested  capital — (See  “Bonds”) 

Stock  without  par  value.  .554,  702 

Actual  value  held  to  be  market  value  at  time  of  sale.  .3593 
Stamp  taxes  on  issue  and  transfer  of.  .3522,  3524,  3622 
Stock  brokers — (See  “Brokers”) 

Stock  dividend  in  relation  to  excess  profits  tax.  .507 
Stock  exchange: 

File  charter,  by-laws,  etc..  .3619 
Registration.  .3619 

Certificate  issued  by  collector  to  be  displayed.  .3621 
Form  to  be  filed.  .3652 
Seat  not  of  itself  invested  capital.  .818 
Stock  foods,  taxability.  .4614 
Stock  issued  for  property: 

Adjustment  of  balance  sheet  in  connection  with.  .681 
Intangible  property;  valuation  of.  .560 
Non-par  value  stock.  .702 

Payment  made  in  stock  not  considered  payment  in  cash  or  tangible  prop- 
erty. .668 
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Stock  issued  for  property: — concluded. 

Mixed  tangibles  and  intangibles.  .569,  682,  703 
Patents  and  copyrights;  valuation  of.  .699 
Stock  returned  to  corporation  as  gift.  .685,  696 
Tangible  property;  valuation  of.  .557,  698 

Valuation  in  excess  of  par  value  of  stock.  .557 
Stock;  sales  and  transfers,  liability  to  tax: 

Agreement  to  sell,  taxability.  .3524 
Contract  to  issue  stock,  taxability.  .3585 
Delivery  to  broker  for  sale,  taxability.  .3526 
Deposited  as  collateral  security,  taxability.  .3525 
Order  form  for  purchase  of  stamps.  .3653 
Original  issue  of  stock.  .3522 
Tax  applies: 

Exchange  of  one  class  of  stock  for  another.  .3577,  3595 
Interim  certificates.  .3586 

Issue  in  reorganization  under  Section  24,  New  York  Stock  Corporation 
Law.  .3579 

Massachusetts  trust  certificates.  .3577 
Merger  of  New  York  trust  companies.  .3580 
Stock  of  domestic  corporation  wherever  issued.  .3588 
Stock  of  foreign  country.  .3587 
Unissued  stock.  .3597 
Tax  does  not  apply: 

Certificates  exchanged  for  stock  outstanding.  .3577 
Voting  trust  certificates.  .3577 
Penalty  for  failure  to  pay.  .3528 

Stamps  to  be  affixed;  place  where.  .3523,  3527,  3589,  3630 
Transfers.  .3524,  3622 
Tax  applies: 

Domestic  corporations  wherever  issued.  .3588 
Loan  of  stock  for  purpose  of  sale.  .3602 
Massachusetts  trust  certificates.  .3578 

Merger  under  Section  15,  New  York  Stock  Corporation  Law.  .3581 
Stockholders  committee  under  deposit  agreement.  .3598 
Stockholders  protective  committee.  .3599 
Subscriptions.  .3578 

Surrender  for  cancellation  for  purposes  of  corporation.  .3597 
To  or  from  voting  trustees.  .3578,  3600 
Transfer  prior  to  issue  of  certificates.  .3591 
Trustee  to  substitute  trustee.  .3601 
Tax  does  not  apply: 

Delivery  to  broker  for  sale.  .3526 

Exchange  of  for  certificate  representing  same  stock.  .3578 
“Rights”  prior  to  exercise.  .3578 
Stock  deposited  as  collateral  security.  .3525 
Surrender  of  certificate  for  redemption  or  retirement.  .3578 
Transfer  prior  to  December  1,  1917.  .3590 
Transfer  to  and  by  Alien  Property  Custodian.  .3607 
Stockholders  committee,  taxability  of  transfers  to: 

To  protective  committee.  .3599 
Under  deposit  agreement.  .3598 
Stockings,  taxability.  .4544,  4545 
Subscription  seats,  taxability.  .6501,  6505,  6519,  6530 
Subsidiary  corporations.  .587,  740,  742 

Subtractions  on  balance  sheet  in  computing  invested  capital.  .680 

Suit  cases,  taxability.  .4532 

Suits  for  collection  of  estate  tax.  .33,  129 

Suits  to  enjoin  collection  of  penalties . . 8066 

Suits  to  restrain  collection  of  taxes.  .8061 

Sunshades,  taxability.  .4535 

Support  of  dependents  during  settlement  of  estate.  .16,  103,  237 


War  Tax  Ipdex  Page  29. 


CONSULT  THE  SEVERAL  PINK  SHEETS. 


INDEX  TO  THE  WAR  TAX  SERVICE  LAWS  AND  REGULATIONS. 

The  references  are  to  paragraph  numbers. 


Surety  bonds,  taxability.  .3521 

Given  by  officials  of  states  and  subdivisions  thereof,  not  taxable.  .3563 
Premiums  on  renewals  taxable.  .3521,  3566 
Surplus  included  in  fixing  fair  value  of  capital  stock.  .3001,  3016 
Surplus  in  relation  to  invested  capital.  .558,  657,  680,  709,  765 
Dividends  included  in  surplus  until  paid.  .792,  800 
Earned  during  any  pre-war  year.  .708 
Earned  during  taxable  year.  .558,  680,  708,  792 
Paid  in  surplus.  .558,  680,  710,  797,  798 
Readjustment  of  surplus  account.  .712,  774,  802 
Reserves  for  taxes  included  until  paid.  .801 
Tangible  property: 

Considered  as  surplus.  .710 

Cost  originally  charged  to  expense;  readjustment.  .712,  802 
Surviving  spouse.  .9 
Suspender  slides,  taxability.  .4593 
Swimming  pools,  taxability  of  charge  for  use.  .6518 
Sword  canes,  taxability.  .4512 
Table  waters,  taxability.  .4557,  4619 
Tablets,  taxability.  .4557,  4607 
Talking  machines,  taxability.  .4504,  4587 
Tangible  property: 

Appreciation  through  development.  .789,  790 
Considered  as  surplus.  .710 

Cost  of  originally  charged  to  expense;  adjustment  of  surplus  account.  .714 
Defined.  .550,  668 

Intangible  property  purchased  with.  .668 
Valuation  in  excess  of  par  value  of  stock  issued.  .557,  687 
Valuation  of  when  paid  for  in  stock.  .557,  698 
Adjustment  of  balance  sheet.  .684 
Mixed  tangible  and  intangible  property.  .568,  703 
Tax;  assessment  and  collection — (See  “Assessment  and  Collection”) 

Taxable  year: 

Capital  stock  tax.  .3010 
Excess  profits  tax.  .501,  640 
Fiscal  year.  .501,  580,  601 
Fractional  part  of  year.  .563 
Partnerships.  .583 
Personal  service  corporations.  .583 
Surplus  earned  during.  .558,  680,  708 

Taxes  paid  within  calendar  year  1911,  1912  and  1913  to  be  included  by  corporations 
within  taxable  income.  .544,  545,  641 
Taxes;  payment  of  special  taxes.  .8114 
Taxes  wrongfully  collected;  suits  for  recovery.  .8072 
Tax-free  bonds  in  relation  to  estate  tax.  .91,  207 
Tax-free  securities  in  relation  to  invested  capital.  .552,  665,  693,  771 
Taxi-cabs,  taxability.  .7012 
“Taxpayer”  defined.  .8148 
Telegraph  messages,  taxability.  .5506 
$ Exemptions.  .5703  . 

Leased  wire.  .5507 

Telephone  messages,  taxability.  .5506 
Exemptions.  .5703 
Talking  circuit  special  service,  .5507 
Tenants  in  entirety.  .11,  51,  89,  109,  156,  167,  200,  213,  217 
Tennis  clubs,  taxability  of  dues.  .6543 
Tennis  courts,  taxability  of  charge  for  use.  .6518 
Tennis  rackets,  nets,  etc.,  taxability.  .4505,  4597 
^ Toy  tennis  rackets . . 4600 

Tentative  payments  of  estate  tax.  .31,  62,  67,  106,  127,  133 
Tentative  returns  of  estate.  .59,  62,  67,  106,  119,  267 

Termination  of  war.  .8151  . 
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Theater,  taxability.  .7006,  7100 

Leases  of,  collection  of  tax.  .6551 
Th°ater  tickets,  taxability.  .6501,  6514 

Collection  of  tax  in  case  theater  is  leased.  .6551 

Numbering.  .6549 

Price  to  be  printed  on  ticket.  .6509 

Records  and  returns  in  connection  with  tax.  .6511,  6547,  6550 
Sales  of,  in  excess  of  established  price.  .6504 
Thermos  bottles,  taxability.  .4514 
Thermostatic  containers,  taxability.  .4514 
Ticket  agencies;  collection  of  tax  on  tickets.  .6503,  6517 
Records  and  returns  in  connection  with.  .6550 
Tickets,  taxability: 

Passage  tickets.  .3539,  5504,  5510 
Theater  tickets.  .6501,  6514 
Timber;  standing,  held  to  be  realty.  .3714 
Tinctures,  taxability.  .4557,  4607 
Tires,  taxability.  .4503 

Tobacco  manufacturers,  taxability.  .7016,  7174 
Toboggans,  taxability.  .4505 
Toilet  articles,  taxability.  .5456,  4601,  4602 
Toilet  cases,  taxability.  .4532 

Toilet  powders  and  soaps,  taxability.  .4521,  4556,  4601,  4602,  4603,  4604 
Toilet  waters,  taxability.  .4521,  4556,  4602 
Tonics,  taxability.  .4557,  4607 

Tools  charged  to  expense;  adjustment  of  surplus.  .714 
Tooth  pastes,  powders  and  washes,  taxability.  .4556,  4602 
Tornado  insurance,  taxability.  .5521 
Trade  brands  are  intangible  property.  .549 
Trade  marks  are  intangible  property.  .549,  667,  715 
Trade  or  business: 

Corporation;  all  income  derived  from.  .603 
Defined.  .603 

Invested  capital  business  in  general.  .729 
Nominal  service  businesses  in  general.  .731 
Personal  service  corporations.  .727 
Transfer  agents: 

Duties  in  connection  with  stock  of  non-resident  decedent.  . 1 14,  123,  176,  179, 
184,  195,  199,  205 

30  day  notice  not  required  in  certain  cases.  . 194 
Duties  in  connection  with  stamp  tax  on  stock.  .3630 
Transfer  of  legal  title  held  to  be  sale.  .3613 

Transfers  of  property  by  decedent  made  in  contemplation  of  death.  .10,  96,  97,  140 
Advancements  against  shares  of  legatees.  . 142 
Liability  of  transferee  or  donee.  .36,  165 
Non-resident  decedent.  .118,  170 

Notice  by  donee  or  transferee  after  decedent’s  death.  . 110,  165 
Transfers  of  stock  (see  “Stock;  sales  and  transfers”) 

“Transportation”  defined.  .5528 
Transportation  facilities  tax.  .3539,  5500 

Assessment  and  collection.  .5513,  5533,  5598 

Basis  of  computation  where  no  charge  is  made.  .5511,  5612,  5616 

Carriage  of  property  by  carrier  for  its  own  use.  .5511,  5618 

Charges  taxable.  .5530,  5593,  5599 

Claims  for  refund;  procedure.  .5564 

Governmental  exemption.  .5508,  5541 

Penalties.  .5517,  5542 

Railroad  system;  commodities  transported  by  one  carrier  for  another.  .5511/5621 
Returns.  .5513,  5541 
Traveling  bags,  taxability.  .4532 


War  Tax  Index  Page  31. 


CONSULT  TIIE  SEVERAL  PINK  SHEETS. 


INDEX  TO  THE  WAR  TAX  SERVICE  LAWS  AND  REGULATIONS. 

The  references  are  to  paragraph  numbers. 


Traveling  shows: 

File  schedule  of  itinerary.  .6548 
Registration  of  proprietor.  .6548 
Taxability.  .7007,  7120,  7125,  7155 
Treasury  certificates  of  indebtedness  in  payment  of  taxes.  .8017 
Treasury  stock  not  to  be  offset  against  indebtedness.  .787 
“Trips  less  than  30  miles”  defined.  .5645 
Troches,  taxability.  .4557,  4607 
Trunks,  taxability.  .4531 
Trust  companies: 

Additional  stock  issued  in  merger  under  New  York  Banking  Law  taxable.  .3581 
Certificates  of  deposit  not  taxable.  .3549,  3550,  3556 
Trust  indentures  held  to  be  bonds  for  stamp  tax  purposes.  .3555 
Trustees  in  bankruptcy;  qualifying  bonds.  .3576 
Trusts  created  in  contemplation  of  death.  . 10,  156,  166 
Liability  of  transferee.  .36,  166 
Notice  by  trustee  after  decedent’s  death.  . 166 
Turkish  baths;  taxability  of  admission  charge.  .6518 

Twenty-five  per  cent  limitation  on  intangible  property  purchased  with  stock..  .560,  701 

Twenty  mule  team  borax,  taxability.  .4614 

Umbrellas,  taxability.  .4535 

Uncertified  check  in  payment  of  taxes.  .8017 

Unclaimed  property  sold;  transportation  tax  on.  .5629 

Underwear,  taxability.  .4547 

Undivided  profits  in  relation  to  invested  capital.  .558,  657,  680,  709,  765 
(See  “Surplus  in  relation  to  invested  capital”) 

Undivided  profits  included  in  fixing  fair  value  of  stock.  .3001,  3016 
United  States  bonds: 

Exempt  from  stamp  taxes.  .3501 
Receivable  in  payment  of  estate  tax.  .256,  257 
Relation  to  estate  tax.  .91,  207 
Relation  to  invested  capital.  .855,  856,  857 
Status  of  interest  for  excess  profits  tax  purposes.  .839 
“United  States”  defined.  .80,  600,  3041,  5529,  8142 
United  States  depositaries;  stamps  on  sale  at.  .3519,  3648,  3685 
United  States  government’s  exemption  under  transportation  tax.  .5508 
United  States  Housing  Corporation;  bonds  delivered  to  as  security  for  performance  of 
contract  taxable.  .3565 

United  States  Pharmacopoeia,  taxability  of  articles  made  in  accordance  with.  .4608 
Unset  stones,  taxability.  .4596 
Unstamped  instruments: 

Deeds,  validity  of.  .3717 

May  not  be  admitted  in  evidence.  .3718,  3722  „ 

May  not  be  recorded.  .3718,  3723 
Validation  of.  .3721 
Validity  of.  .3717 

Validity  of  unstamped  documents.  .3717 
Valises,  taxability.  .4532 

Valuation  of  intangible  assets  purchased  with  cash  or  tangible  property.  .707,  803 
Adjustment  of  balance  sheet.  .688 

Appreciation  in  value;  bearing  on  invested  capital.  .657,  734 
Valuation  of  property  paid  for  by  stock: 

Adjustment  of  balance  sheet.  .681 
Intangibles.  .560,  700 

Appreciation  through  development;  bearing  on  invested  capital.  ,657,  734 
Mixed  tangibles  and  intangibles.  .569,  682 
Patents  and  copyrights.  .699 

Stock  returned  as  gift  or  for  consideration  below  par.  .685,  696 
Tangibles.  .577,  687,  698 

Appreciation  through  development.  .789,  790 
Vanity  boxes,  taxability.  .4593 
Vaudeville  shows,  taxability  of  admissions.  .6528 
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Vaudeville  theaters;  personal  service  corporations  or  not.  .810 
Vessels: 

Accommodations  to  which  tax  applies.  .5684 
Accommodations  to  which  tax  does  not  apply.  .5688 
Passage  tickets,  taxability.  .3539,  5504,  5692 
Sleeping  accommodations,  taxability.  .5504,  5643 
Vinaigrettes,  taxability.  .4593 

Virgin  Islands  in  relation  to  taxes.  .3712,  4559,  4635 
Voting  trusts: 

Certificates  held  to  be  shares.  .3616 
Transfer  of  certificates  taxable.  .3578,  3600 
Transfers  of  certificates  to  substituted  trustee.  .3601 
Waistcoats,  taxability.  .4538 
Waists,  taxability.  .4548 
War: 

“Present  war”  defined.  .8150 
Termination  of  war.  .8151 

War  loan  organization  exempt  from  facilities  tax.  .5588 
War  profits  credit.  .530,  627 

War  profits;  exceptional,  bearing  on  invested  capital.  .732 
War  profits  tax.  .500 

War  risk  insurance  bureau  policies  not  taxable.  .5723 
Warehouse  withdrawal  entries  taxable.  .3538,  3567 
Watches,  taxability.  .4551,  4593 
Waters,  taxability.  .4557,  4607,  4619  t 
Witch  hazel,  taxability.  .4603 

Workmen’s  Compensation  insurance,  taxability.  .5521 
Works  of  art,  taxability.  .4525 
Yachts,  taxability.  .4520,  7028,  7202 
Year: 

Fiscal.  .501 
Fractional  part.  .563 
Taxable.  .501,  580,  601 
Zone  system  ©^collecting  fares.  .5646 
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SERVICES 

These  are  loose  leaf  binder  services  containing,  in  addition  to  the  respective  acts  as 
amended  and  now  in  effect,  all  official  matters,  in  force,  issued  since  the 
passage  of  the  respective  original  Acts,  compiled,  cross-referenced,  and 
indexed,  and  kept  up-to-date  at  all  times  by  means  of  additional  sequenti- 
ally numbered  printed  pages  sent  to  subscribers  under  first-class  postage. 
Formal  regulations,  informal  rulings,  Supreme  Court  decisions  and  lower 
court  cases  are  embodied  in  these  services. 


INCOME  TAX  SERVICE — Covers  the  Federal  Income  Tax  Law  and  the 
official  regulations,  etc.,  bearing  thereon. 

WAR  TAX  SERVICE — Covers  practically  all  the  strictly  Internal  Revenue 
Tax  Laws,  except  the  Income  Tax  Law,  due  to  the  war,  and  the  official 
regulations,  etc.,  bearing  thereon.  (Does  not  touch  on  beer,  wine  and 
spirits  or  on  tobacco.) 

FEDERAL  RESERVE  ACT  SERVICE— Covers  the  Federal  Reserve  Act 
and  the  official  regulations,  etc.,  bearing  thereon, 

FEDERAL  TRADE  COMMISSION  SERVICE-Covers  the  Federal 
Trade  Commission  Act  and  the  Federal  Anti-Trust  Act  (the  Clayton 
Act)  and  the  official  orders,  rulings,  complaints,  etc.,  bearing  thereon. 

DEPARTMENTS 

PORATION  DEPARTMENT — Assists  attorneys  in  the  organization 
of  corporations  and  in  the  licensing  of  foreign  corporations  in  every  state 
and  the  Provinces  of  Canada. 

REPORT  AND  TAX  DEPARTMENT — Attends  for  attorneys  to  corpo- 
ration reports  and  tax  matters  in  every  State  and  Province. 

LEGISLATIVE  DEPARTMENT — Reports  on  pending  legislation;  furnishes 
copies  of  bills  and  new  laws  in  every  State  and  Congress. 

DEPARTMENT — Acts  as  trustee  under  deed  of  trust,  custodian  of 
securities,  escrow  depository  and  depository  for  reorganization  committees. 

TRANSFER  DEPARTMENT — Acts  as  registrar  and  transfer  agent  of  stocks, 
bonds  and  notes. 

EDERAL  DEPARTMENT— Reports  decisions  of  the  United  States  Supreme 
Court,  rulings  of  the  Interstate  Commerce  Commission,  Federal  Trade 
Commission,  Bureau  of  Internal  Revenue  and  Federal  Reserve  Board. 

Furnishes  agent  at  Washington  for  common  carriers  to  accept  service  or 
5,  process,  etc.,  of  Interstate  Commerce  Commission. 

The  Corporation  Trust  Company 

37  Wall  Street,  New  York 
Affiliated!  with 

®f )t  Corporation  tEruat  Compart? 

IS  Exchange  Place,  Jersey  City 
Organized  1892 

igeBld*.  Philadelphia,  1428  Land  Title  Bldg, 

son  Registration  Company)  Portland-  Me.,  281  St.  John  Street 

i 12  W.  Adams  Street  St,  Louis,  Federal  Reserve  Ea;ftk  Bldg, 

, 1202  Oliver  Bldg.  Wilmingtosi,  486  duPont  Bldg, 

(Corporation  Trust  Co,  of  America) 
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